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THE MAKING OF A REVOLUTIONARY AND 
ANTIIMPERIALIST





CHAPTER ONE

JAMES PETRAS, SCHOLAR AND REVOLUTIONARY: 
AN APPRECIATION

Henry Veltmeyer

Despite a decade and more of broadly distributed gains and relative 
prosperity, the 1960s were a period of revolutionary ferment, pro-
test—against the Vietnam war, the alienation of life and work under 
capitalism, racism, sexism and labour exploitation—and civil as well 
as class-based movements for social change. By 1968 the labour move-
ment in diverse contexts but particularly in Europe and Latin America 
had experienced a gradual but appreciable improvement in its capacity 
to negotiate with capital for improved wages and better working con-
ditions, a power evident in the upheavals of 1968 as people across the 
world took to the streets in the demand for radical change. In Latin 
America and the Caribbean, and Asia and parts of Africa, advances in 
the class struggle and the labour movement were combined with anti-
colonial or anti-imperialist movements of national liberation and the 
class struggle of the landless rural poor for land and a change in the 
prevailing capitalist system—a system labelled and conceptualized by 
insurgent sociologists at the time as ‘US imperialism’.

It was in these times and the specifi c context of Chile, the subject of 
his doctoral thesis, that James Petras, a recent graduate from Political 
Science at the University of California at Berkeley, at the time a major 
centre of revolutionary ferment and radical ideas, materialized as a 
scholar, part of a university and broader community of a Marxist-
oriented intellectual and political activists (on this see Fernando Leiva 
and Ron Chilcote’s contributions to this volume) and took up, as it 
were, radical sociological and political thought. As Fernando Leiva 
reviews it, Petras’ analysis of political developments in Chile was a 
fundamental crucible for the making of a ‘revolutionary and anti-
imperialist’, and the fi rst step in a life-time of enduring contributions 
to a critical Marxist tradition in the study of the dynamics of capitalist 
development.
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Class Analysis in the Transition from Developmentalism to 
Neoliberal Globalization

Political sociology in the late 1960s, more than other academic disci-
plines such as economics or political science in the liberal tradition, 
refl ected the revolutionary temper of the times and a disposition for 
radical analysis and political change. Th is concern for radical change 
was refl ected in the issues and pages of the Insurgent Sociologist, as 
well as the type of issues taken up in this and other publication out-
lets of Marxist social science such as Monthly Review. Th e revolution-
ary temper of the times, and a radical orientation of sociological and 
political analysis, was also refl ected in the popularity of the book, 
Latin America: Reform or Revolution? that James Petras, together with 
Maurice Zeitlin, edited on political developments in Latin America. 
Together with Petras’ Latin America: Dependence or Revolution 
(1973), this book became a touchstone of Marxist analysis of politi-
cal developments in Latin America. On this see Fernando Leiva’s suc-
cinct but revealing review of Petras’ biography as a social scientist and 
revolutionary. Both books for decades remained academic ‘bestsellers’, 
selling well over a hundred thousand copies and used for decades as 
essential reference points for graduate studies in sociology and politi-
cal science both in Latin and North America.

Of critical concern and a central focus of these studies was the 
regional and global dynamics of the production crisis, a crisis of 
overproduction that brought to an end the so-called ‘golden age of 
capitalism’—two decades of system-wide economic growth (Schor 
and Marglin, 1990). As emphasised by Petras and Veltmeyer (2005) 
in their contributions to this book, the strategic-political responses to 
this crisis, and its ‘structural’ outcomes, can be put into six catego-
ries: (i) a technological conversion of the global production appara-
tus—the ‘revolutionary path’ of capitalist development according to 
Marx (although Petras disputes the notion of a ‘third technological 
revolution’); (ii) a geographical displacement of global production, 
resulting in a ‘new international division of labour’ (Fröbel, Heinrichs 
and Kreye, 1980)’ as well as the emergence of a group of ‘newly indus-
trialising countries’ in Asia and Latin America; (iii) a transformation 
in the form of capitalist production at the level of labour regulation 
(Lipietz, 1987); (iv) the direct assault by capital on labour, launching 
what is now widely seen but that few scholars at the time (Petras being 
a notable exception) saw as a ‘global class war’, which took the form, 
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and had the result, of reducing share of the labour in the social prod-
uct and diminishing its organizational capacity and political power 
(Davis, 1984); (v) launching the idea and project of ‘development’ 
with ‘international cooperation’ as a means of dampening revolution-
ary ferment in the countryside, the demand for revolutionary change, 
to prevent the emergence of another Cuba in Latin America and else-
where (Petras and Veltmeyer, 2005); and (vi) the construction of a 
‘new world order’ in which the ‘forces of freedom’ would be freed 
from the regulatory constraints of the welfare-and-development state 
(Veltmeyer and Petras, 2000).

One of Petras’ most substantial and enduring contributions at the 
level of Marxist social science has been to analyse in depth and from a 
social class perspective the fundamental economic, social and political 
dynamics of this economic restructuring process of capitalist develop-
ment. As he theoretically reconstructs it this process is essentially a 
matter of imperialism in its diverse forms and faces. For example, as 
emphasized in Unmasking Globalization (2001), a path-breaking study 
of the contemporary dynamics of imperialism, the project of interna-
tional cooperation for ‘development’ presented and presents the soft  
side of what might be termed the ‘new imperialism’, the velvet glove 
within which is found, and brought out and used when and where 
needed, the iron fi st of military power or armed force.1 As for ‘global-
ization’ as Petras sees it in Unmasking Globalization and elsewhere, it 
manifests the ideological power of capital—its capacity to sell an idea 
used to justify neoliberal policies of structural adjustment.

Th e ‘new world order’ of neoliberal globalization in Petras’ theoreti-
cal discourse and empirical analysis, although presented by the World 
Bank in its 1995 World Development Report, a veritable capitalist 
manifesto, as the best and indeed only path towards prosperity was 
structured and designed as a pathway out of the crisis of the overpro-
duction in the early 1970s—a means of reactivating the accumulation

1 Within the Marxist tradition ‘neoimperialism’ generally refers to postcolonial 
forms of extraction of surplus value from the labour of the direct producers and work-
ers on the periphery of the capitalist system, by means of foreign direct investment, 
trade and aid. But in the context of the neoconservative regime led by George W. 
Bush, particularly in the wake of 9/11 and the neoconservative project to re-establish 
US hegemony over the world economy by means of the direct unilateral projection of 
military power by the US state, the ‘new imperialism’ was associated with the unilat-
eral projection of overt force and military force by the US state (Petras and Veltmeyer, 
2005).
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process. In Bello’s analysis, a key aspect and dimension of this restruc-
turing process—fi nancialization—had within it the seeds of the cur-
rent global fi nancial crisis, which is understood by Petras as a crisis in 
the system of capitalist production, a crisis that reaches well beyond 
the economy of fi nancial capital into the real economy, putting at 
risk the livelihoods, jobs and development prospects of the working 
class and people in the popular sector, and exposing the fragile foun-
dations of the entire production system.

Th e current dynamics of this systemic crisis, anticipated by Petras in 
his 2005 treatise on the theme, are explored by Foster and Holleman. 
Like Petras and unlike many economists today in both the Marxist 
and liberal tradition, they examine the consequences of the ‘fi nan-
cialization’ of production and the crisis—phenomena that lead many 
analysts today to examine the dynamics of the global crisis today as a 
problem that can be addressed not as a systemic issue but merely by 
making a policy correction, a matter of reregulating the global move-
ments of capital and good global governance. Foster and Holleman’s 
penetrating analysis of the actual class dynamics of the global crisis 
(the ‘fi nancialization of the capitalist class’) is in the best tradition of 
Marxist scholarship and class analysis shaped in considerable measure 
by James Petras.

From Marxism and Structuralism to the Postmodern Pivot in 
Social Analysis

In the 1980s much was made of an apparent ‘theoretical impasse’ 
that in fact was nothing more than the latest attack, from an ideal-
ist standpoint, on the methodology of positivism (liberalism) and his-
torical materialism (Marxism) as forms of social science (Booth, 1985; 
Gulbankian Commission, 1996).2

On the basis of this idealist critique, and in the context of a global 
class war and the turn of events and developments related to an emerg-
ing ‘new world order’ and an ideological off ensive of capital against 
labour—not a few academics abandoned class analysis and turned 
away from the global class struggle between capital and labour unfold-

2 On the evolution and involutions of this materialism-idealism debate see 
Veltmeyer (2002).
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ing in diverse theatres across the world. Some turned away not only 
from Marxist political economy but from all forms of ‘structuralism’, 
using an alleged ‘theoretical impasse’ to substitute for ‘structuralism’ 
(although Marxist class analysis is political as well as structural) a new 
‘political imaginary’ and a postmodern perspective on the develop-
ment process, namely that all metatheories constructed on the basis 
of structural analysis, and all associated ideologies and political prac-
tices, were no longer relevant. Structuralism in all of its forms, and 
particularly Marxism, it was argued, was too focused on non-existing 
(imagined or theorized) structural obstacles to the capacity of indi-
viduals to freely construct their own futures, and was unable to grasp 
the essential subjectivity and openendedness of social life. From this 
perspective a focus on the dynamics generated by a society’s mode of 
production is misplaced and irrelevant.

Th is postmodernist perspective not only aff ected the form that 
analysis took (in many cases the abandonment of class analysis and 
‘structuralism’ in all of its forms) but it led to political demobilization, 
undermining as it did the need for the working classes to resist and 
respond strategically to the forces of capitalist development operating 
on them. Again, it was Petras among the all too few others who held 
the line on Marxism and class analysis, exposing the fallacies, ideal-
ism and the intellectual and political immobilizing and demobilizing 
eff ects of this postmodernist perspective and form of analysis.

As Petras has elaborated in various writings, postmodernism was 
one of two major intellectual responses to the demand for revolution-
ary change in the 1970s. Th e other took the form of a conservative 
counterrevolution in development theory, manifest in a turn towards 
a neoclassical theory of economic development that privileged the free 
market as the engine of growth and justifi ed neoliberal policy reforms 
by reference to globalization as a process that was desirable and irre-
sistible, the price to be paid for admission into the new world order 
(Veltmeyer and Petras, 1997, 2000).

Th e global production crisis brought to an end the golden age of 
capitalism and with it the post-war labour-capital accord based on 
an equitable sharing of productivity gains in the capitalist production 
process. As already mentioned, it also brought about a rather des-
perate search for a way out of systemic crisis that included a direct 
assault on labour, the opening gambit in a long class war played out 
subsequently in diverse theatres on the world stage—a war that by 
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some accounts (Petras’, for example) is by no means over but that has 
engaged many a battle, most of which organised labour seems to have 
lost, passing on as a result the leadership of the popular movement 
to the peasantry, rural landless workers and the indigenous commu-
nities (Petras, 2007; Petras and Veltmeyer, 2005, 2007). In the Latin 
American streets and countryside; in the neighbourhoods, commu-
nities and workplaces where Petras has conducted and continues to 
conduct so much of his relentlessly ‘political’ class analysis of diverse 
issues, the class war assumed particular forms that brought together as 
protagonists of revolutionary change an insurgent working class and 
rural landless peasants.

On the other side of this class war could be found (and Petras 
indeed did fi nd) the ‘State’ in its double functionality as (i) a repres-
sive apparatus, an agency for national security (used to repress the 
insurgency in the form of armies for national liberation aka Cuba); 
and (ii) an agency of development, representing the ‘human’ face of 
US imperialism (disguised as ‘international cooperation for develop-
ment’)—the velvet glove to the iron fi st of armed military force (Petras, 
2003, 2005).

As for the dynamics of these developments over the course of the 
decade one can do no better than turn to the writings of James Petras 
who captured the gist of these developments with unparalleled acuity 
and empirically solid class analysis.

In 1972 Petras took up a teaching position in sociology at the 
Binghamton campus of SUNY but he returned to Latin America reg-
ularly year aft er year to engage in a series of analytical probes that 
constitute and remain aft er more than three decades a model of radi-
cal—insurgent or critical—sociological analysis. Th e essays collected 
in this book pay homage to some of these contributions, as do Petras’ 
own extensive record of publications, which can be partly accessed via 
the website of Rebelión.

As noted, the 1980s presented another sea change in economic and 
political developments, change associated with the initial call for and 
then the installation of a ‘new world order’ in which the nation-state, 
once the dominant agency of national development in a context of 
class war, retreated from its responsibilities for social welfare and 
development, liberating the ‘forces of economic and political freedom’ 
from the regulatory constraints of the welfare-development state. Th e 
installation of the ‘new’ world order of neoliberal globalization, and 
the dynamics of associated developments, were traced out by Petras 
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and his collaborators in a series of book-length publications over the 
past two decades (see, in particular, Veltmeyer and Petras, 1997, 2000; 
Petras and Veltmeyer, 2001, 2005, 2007).

Many academics at the time (in the 1980s, that is) either abandoned 
the fi eld (leaving an analysis of the economics and politics of social 
change and development to political scientists and economists in the 
liberal tradition) or put aside the tools of structural-political class 
analysis that had been sharpened with several decades of practice. As 
the State was forced to retreat from its self-assumed and theoretically 
defi ned responsibility for welfare and development, many intellectuals 
retreated from the task of providing theoretically informed sociopo-
litical analysis, turning instead towards a non-class/post-structuralist
form of postmodern discourse (on this see Brass, 2000 as well as 
Petras).

Petras was among the few who stayed the course and held to the line 
of theoretically informed and politically relevant class analysis. His 
writings at the time on political and economic developments—over 20 
books and hundreds of scholarly articles and political commentaries 
over the course of the 1980s and 1990s—provided a behind-the-lines 
class analysis of the dynamics of the ongoing and as yet unfi nished 
class war, not only in Latin America but elsewhere.

Petras’ Sociological and Political Writings in Perspective

Th e postcolonial era of capitalist development can be periodized as 
two phases: a period of state-led capitalist development (1945–80) 
characterised by rapid systemwide growth, and what has been dubbed 
the ‘neoliberal era’—a period of market-friendly or led capitalist devel-
opment in the form of neoliberal globalization (1981–2002), which, 
according to many is in decline if not dead in its original form. But 
overall, this evolution of capitalist development is but the latest phase 
in a long-term process of productive and social transformation that 
could be theoretically reconstructed in terms of three alternative ‘meta-
narratives’: that of modernization, industrialization and capitalism (on 
this see Petras and Veltmeyer, 2008).

In the mainstream of liberal bourgeois analysis this multidimen-
sional process of change and development implies the transforma-
tion of a traditional, precapitalist and agrarian form of society into 
a modern industrial capitalist one, a process that according to some 
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sociologists came to an end in the 1960s and 1970s, giving way to a 
new postdevelopment dynamic and the emergence of a post-modern, 
post-industrial and post-capitalist form of society (Best and Kellner, 
1997; Harvey, 1989; Jameson, 1991; Lyotard, 1984).

Petras himself views the dynamics of this capitalist development 
process in rather diff erent terms: not as transition from modernity 
to postmodernity (Harvey, 1989) but from a Marxist political econ-
omy perspective, and with the lens of class analysis. Araghi and 
McMichael i(2009) in their proposed contribution to this festschrift  
explore the various permutations of capitalist development over the 
past two decades and a half in what Petras and others have termed 
neoliberalism but which from their ‘world-historical’ perspective they 
view as ‘postmodern’. Notwithstanding their acknowledged debt to 
Petras’ insistence on a theoretically informed, empirically grounded 
and politically relevant class analysis, and Petras’ trenchant critique of 
postmodernism as a theoretical perspective and form of analysis (on 
this also see Callinicos, 1990; and Brass, 2000) theoretically reconstruct 
recent worldwide developments in terms of the notion of ‘postmo-
dernity’. However, like Harvey and Jameson they do so not from a 
postmodernist and poststructuralist (non-Marxist) perspective but in 
an analysis of ‘post modernity’ as a condition of ‘late capitalism’ that, 
arguably, is compatible with if not Marxist in form. In fact Araghi and 
McMichael provide a ‘world-historical’ contextualized analysis of this 
condition in terms that Petras, whose intellectual contributions they 
acknowledge in their own work, might not disagree with or object to. 
Indeed, they present their essay as a critique of world systems theory 
and in honour of Petras’ substantive and theoretical contributions over 
the years a well as his concerns as a revolutionary and anti-imperialist. 
Unfortunately, we were unable to include this essay in this festschrift .

As noted, Petras himself prefers to explore the dynamics of social 
change and development from a Marxist political economy and class 
perspective. His analysis can be viewed as a nuanced form of class 
analysis based on a clearly articulated Marxist perspective as well as 
Marx’s general theory of the dynamics of capitalist development—
what we refer to in the title of this book as the ‘essential verities of 
capitalism’. In this connection, one of Petras’ major contributions to 
revolutionary social science has been an analysis of the global divide in 
wealth, and the structural and political dynamics of this divide. Petras 
has explored these dynamics in both theoretical and political terms, 
with reference to the class responses to these dynamics, and always 
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on the basis of solid empirical research and data. Th is research and 
empirical analysis can be traced out in a host of collaborative book-
length studies and several articles over the past decade (for example, 
Veltmeyer and Petras, 1997, 2000; Petras and Veltmeyer, 2001, 2002, 
2003, 2005, 2008).

Th e 1990s provided another turn in worldwide economic and politi-
cal developments that can also be traced out in Petras’ writings. At 
the macro and micro-levels it was increasingly evident that neoliber-
alism and the ‘pro-growth’ policies under the Washington Consensus 
were economically dysfunctional and unsustainable. For one thing it 
tended to generate forces of resistance that were all too readily mobi-
lized against the class and state power of the dominant capitalist class 
(Veltmeyer and Petras, 1997, 2000; Petras and Veltmeyer, 2001). Th e 
dynamics of this resistance were traced out in a series of articles and 
books on the new wave of social movements in the region—insurgent 
movements that for the most part had their social basis and agency 
in landless rural workers, and indigenous communities and diverse 
organizations of peasant producers. On these forces of resistance see 
Petras and Veltmeyer (2005, 2009).

Foster and Holleman in their contribution to this volume concep-
tualize a propensity of capitalism towards crisis, which they trace back 
to the 1970s but see as endemic to capitalism. Similarly, Petras, like 
Walden Bello (2009), contextualizes his own analysis of the current 
crisis in terms of the capitalist production crisis in the early 1970s that 
gave rise to diverse eff orts to restructure and renovate the capitalist 
system. As for the structural source and developmental dynamics of 
this crisis, Petras left  its analysis to others—notably Lipietz (1987) from 
a regulationist perspective, Magdoff  and Sweezy (1988) from a more 
strictly Marxist (monopoly capital ) perspective, Marglin and Schor 
(1990) from a profi t-crunch or ‘political’ (viz. the power of organised 
labour) perspective, and Frank (1980, 1981) as well as Amin, Arrighi 
and Wallerstein (1982) from a ‘world-system’ perspective.

To Frank’s chagrin his two-volume study on Crisis Th eory (1980, 
1981) was almost totally ignored by other scholars on the Left , not 
so much for lack of relevance as the lack of resonance in various aca-
demic disciplines, especially sociology, that at the time were tuned 
to emerging postmodern imaginaries or to a globalization discourse 
that, like the then fashionable postmodernist discourse, drew many 
sociologists away from an analysis of the real world. However, in part 
due to Petras’ trenchant critique of postmodernist discourse (viz. its 
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politically demobilizing eff ects) and the general retreat of so many aca-
demics in the 1980s and 1990s from all sorts of ‘structuralisms’ and 
associated politics and class analysis, the postmodern pivot of social 
and development thought appears to have seriously waned in recent 
years, disappearing into the cracks that emerged in the foundations of 
the world capitalist system.

As the postmodern infection of class analysis and capitalist develop-
ment theory waned (in the late 1990s), radical political economy and 
critical sociology came back into their own—but not without the work 
of critical scholars and Marxists like Petras who continued to hoe the 
line of class analysis in the vacuum of postmodernist thought. Even 
so, Marxist class analysis was reconstituted to take into account not 
just the ‘structural’ economic dynamics emphasized by more orthodox 
or traditional Marxists but also the political, social, cultural and envi-
ronmental dimensions of the capitalist development process (on this 
see Petras and Veltmeyer, 2009, as well as Bellamy Foster and other 
contributors to this volume).

Th e onset of the current global fi nancial crisis has led to a major 
debate as to the propensity of the capitalism towards crisis and its 
fundamental dynamics. Much of the bourgeois business press and 
most analysts supportive of capitalism—which is to say, most ana-
lysts—agree with Petras and other Marxists that crisis is endemic to 
the system but they view it as cyclical, and in its current manifestation 
as a purely fi nancial or monetary issue, a matter of excessive deregula-
tion and relaxation of capital controls, leading to or allowing, if not 
promoting, excessively wild speculative activity and untrammelled 
greed, generating problems that are correctible and that can be cor-
rected by a balanced mix of anti-cyclical fi scal and monetary policies. 
However, Foster and Magdoff  (2009) and Walden Bello (2009)—and 
Foster and Holloman in this volume—like Petras, see the global crisis 
as essentially a crisis of overproduction, a crisis that reaches deeply 
into the structure of the real economy and that has not only begun 
to assume global proportions but is taking increasingly diverse and 
virulent forms. Th e multiple dimensions of systemic crisis, which are 
explored by various contributors to this volume is evident in the con-
version of what initially appeared as a crisis of overproduction in the 
1970s into a systemwide or global fi nancial crisis, and the intersection 
of this crisis with an incipient global food crisis and a deeply rooted 
systemwide ecological crisis (on this see Bello, 2009; McMichael, 2009; 
Petras and Veltmeyer, 2009).
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As the capitalist system is pushed towards its economic, political 
and ecological limits it continues to generate forces of resistance. As 
Petras sees it and has argued in diverse contexts over the years an 
intellectual and political response to this problematic, and the unifi ca-
tion of these forces of resistance, is the most serious challenge con-
fronted by the academic and political Left , who have the responsibility 
of meeting this challenge rather than retreating from it as so many did 
at the outset of the capitalist world order of neoliberal globalization.

In this call for a new sociology and political economy of crisis (new 
in the sense that sociology, unlike economics, has failed to problema-
tize the dynamics of crisis), and for a reconstituted form of class analy-
sis (in terms of its diverse social, cultural and political dynamics) that 
is adequate to the task of understanding capitalism in its current form 
and system-wide dynamics, Petras once more is in the forefront of 
a Marxist class analysis of capitalist development and its dynamics, 
pointing to the way forward and helping to reshape it in a critical 
direction of revolutionary change. Th e various contributions to this 
volume of essays illustrate the various forms that such an analysis 
should take—and indeed is taking.

Fernando Leiva’s contribution and that of Morris Morley not only 
take us back to James Petras’ entry point into critical sociology in its 
contemporary form (as it took shape in the 1960s) but provide a useful 
framework of ideas derived from Marx but elaborated by Petras, for 
grasping from a critical perspective the connection between the social 
structure and politics—the initial area of Petras’ sociological analysis 
(1968, 1969, 1970)—as well as the role of the state and the class strug-
gle between capital and labour in the capitalist development process.

Th e connection between the social structure and politics, as argued 
by Petras in diff erent contexts and elaborated by Morris Morley in a 
brilliant exposition (here following Petras, an erstwhile collaborator 
in various studies and publications) of US intervention in Chile (to 
topple the socialist regime of Salvador Allende and install a military 
dictatorship), can be found in the capital-labour relation. Morley’s 
reconstruction of this problematic (the role of US imperialism in 
the politics of capitalist development) in the case of Chile returns to 
the object of Petras’ analysis in his doctoral dissertation but he goes 
beyond this analysis to provide a contemporary perspective on the 
response of the US state to socialist rule in the context of its regional 
and global imperatives. Th is analysis provides a useful framework of 
ideas for understanding the dilemma of US imperialism in an era of 
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declining power and infl uence, and its possible responses to the advent 
of ‘the socialism of the 21dt century’ in the form advanced by Hugo 
Chávez in Venezuela.

Tom Brass, in his contribution, also focuses on the capital-labour 
relation in the capitalist development process, but he looks at it from a 
diff erent angle and from a more theoretical Marxist perspective. In this 
process a long-standing and as yet unsettled debate has surrounded 
the assumption that capitalism is predicated on free labour—on the 
capacity of workers freely to exchange their labour power against capi-
tal. But this very ‘freedom’ has allowed the apologists of capitalism 
to construct an ideological cover for the exploitation of labour by 
capital—in eff ect creating what Marx termed the ‘inner secret of capi-
talism’: that the ‘appearance’ of free exchange disguises the exploitative 
character of the wage relation.

Brass in his contribution to this volume takes issue with this pre-
sumption that capitalism requires and can only function under con-
ditions of ‘free labour’ (see also Brass, 1999). Going back to Marx’s 
concept of class struggle, Brass argues with considerable evidence and 
support (not least from Marx himself ) that current capitalist produc-
tion is perfectly compatible with diverse forms of unfree labour, and 
indeed in diff erent contexts either introduces, reintroduces or repro-
duces it. In this argument Brass advances, if not settles, an ongoing 
debate among Marxists and non-Marxists alike. His review of the vari-
ous debates that have surrounded studies on this question from diverse 
theoretical perspectives (liberal, neoliberal and varieties of Marxism) 
provides the most systematic theoretical analysis of the capital-labour 
relation available. It is squarely in the Marxist tradition of theoretically 
informed empirical analysis represented by Petras.

Raul Delgado Wise in his contribution picks up on another dimen-
sion of the capital-labour relation, namely the ‘dialectic of migration 
and development’. In his analysis of the dynamics of this dialectic he 
turns towards and leans heavily on Petras’ writings in this area and 
his Marxist perspective on an analysis of these dynamics: a matter of 
‘forced migration and imperialism’.

In his preamble to his contribution to this volume, Delgado Wise 
marks the following appreciation of Petras’ contributions in the area 
of ‘migration and development’—an appreciation that we could well 
extend to Petras’ contributions to critical sociology and critical devel-
opment studies (on this see Veltmeyer, 2009) more generally:
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James Petras is a prolifi c writer whose monumental work has always been 
and continues to be linked to a mordant critique of contemporary capi-
talism, particularly as it relates to US imperialism. His writings, always 
polemical, covers a broad gamut of themes but is always closely linked 
to the interests and struggles of the popular oppressed classes. Although 
his specifi c contributions in the area of migration have been sporadic 
they nevertheless provide vital elements for a Marxist critique of labour 
migration in the current context of global capitalist development and US 
imperialism. In many ways his writings have been a fundamental source 
of inspiration for my own refl ections and work in this area.3

Delgado Wise’s contribution to this volume takes as its point of 
departure Petras’ conception of ‘forced migration’ as ‘imperialism’ to 
engage in a critical analysis of an issue that has captured the atten-
tion [if not the imagination] of most analysts today of the labour 
migration phenomenon: the dialectical relationship of ‘migration’ to 
‘development’.

Th e contributions of Morley, Delgado Wise, Kumbamu, Berberoglu, 
Lendman and Parenti point towards ‘US imperialism’ as a fundamen-
tal concern and leitmotif, a key point of reference, in Petras’ writings 
over the years, which has oft en focused on the dynamics of capitalist 
development as imperialism: the use of state power or military force in 
one context, the discourse on ‘globalization’ and ‘development’ in oth-
ers. Th e aim of much of Petras’ writing in this connection has been to 
draw attention to the multifaceted dynamics of US imperialism—the 
projection of ideological, military, economic and political power to 
serve the geopolitical and economic interests of the US empire.

On this issue, Ashok Kumbamu revisits an important theoretical 
debate between Lenin and Kautsky and amongst other Marxist scholars 
in the early twentieth century—an important reference point for what 
we might term the sociology and political economy of imperialism as 
it unfolded, and was studied, in the second half of the twentieth cen-
tury: Pax Americana. In this connection—and with reference to recent 
Marxist reformulations of the concept (by Petras and others) and the 
recent history of US imperialism—he argues that the concept of impe-
rialism is fundamental to a Marxist understanding of the dynamics of 

3 Th e editor notes that the writings of Delgado Wise in this area are second to none 
and constitute the best available from a critical Marxist perspective, an indispensable 
source of reference for a critical analysis of the migration-development problematic.
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capitalist development. In this he follows Petras in launching a critique 
of Michael Hardt and Antonio’s acclaimed (by postmodernists and the 
liberal bourgeois business press) study of ‘Empire’. On Petras’ critique 
see his Empire with Imperialism (Petras and Veltmeyer, 2003).

As for Berberoglu he picks up on a theme dealt with systemati-
cally by Petras in his 2001 study Unmasking Globalization, namely the 
projection of ideological power in the idea of globalization, using it 
as a ideological cover to justify and legitimate neoliberal policies of 
structural adjustment to the requirements of the ‘new world order’. 
Berberoglu here follows Petras to argue that contemporary neoliberal 
globalization is the specifi c form taken by late twentieth century capi-
talist imperialism. Exposing the class character of neoliberal capital-
ist globalization as a mechanism of ideological hegemony, a means 
of advancing the domination and expansion of capitalist class power 
on a world scale, Berberoglu highlights the inherent contradictions of 
the neoliberal globalization project in the era of modern imperialism. 
Focusing on the class contradictions of this process, he draws into 
the discussion the heavy hand of the imperial state as the leading arm 
of the transnational monopolies, serving as their protector and guar-
antor of global political-economic rule in an age of heightened crisis 
and confl ict. Th us, he drives home the point made so convincingly 
by Petras regarding the centrality of political power and the pivotal 
role of the imperial state in the global class struggle between labour 
and capital—a struggle that in the end is a struggle for maintaining 
or capturing state power. Hence the state becomes the centrepiece 
of popular struggles that carry the potential for social revolution and 
societal transformation.

While Berberoglu focuses on the class contradictions of neoliberal 
globalization, Parenti and Lendman pick up on another major theme 
of Petras’ recent work: the politics of imperialism in the form of US 
foreign policy. Parenti, in this connection, focuses on the ‘rational 
destruction of Yugoslavia’ by the forces of US imperialism the US 
national Security State, to be precise (as Parenti is in his detailed and 
penetrating account, which has the hallmarks of Petras’ combination 
of analytical and political acuity, solid research and careful empirical 
analysis).

As for Lendman, he expands on a critical theme of Petras’ most 
recent writings on the US imperial state, namely the projection of US 
state power in the Middle East and US foreign policy regarding the 
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Israeli state, Zionism and the Palestine Question. Petras’ trenchant cri-
tique of Zionism has attracted much opprobrium, even from left ists 
in the US who have studiously avoided criticizing the state of Israel 
in this respect. A central concern and the focal point of Petras’ recent 
writings has been the power of the Israeli lobby over US foreign policy, 
an issue that virtually all American sociologists, even some Marxists, 
for one reason or the other have totally and inexplicably ignored, not-
withstanding its omnipresence and political import.

Lendman’s contribution to this volume draws heavily on Petras’ 
writings in this area. Th ere is a sociological tradition in which both 
the foreign and domestic policies of the capitalist state are analyzed in 
ethnic as opposed to class terms. However, in regard to Israel virtually 
all critics apart from Petras fail to diff erentiate between opposition to 
a particular ethnic group (which would be problematic) and opposi-
tion to a specifi c nationalist discourse and politics (which is perfectly 
acceptable). In becoming a nation-state, Israel passed from the former 
identity to the latter, notwithstanding the frequent eff orts to confl ate 
the two positions. Th is is in fact what Petras has argued, linking the 
current power of the US lobby and the diaspora in the US to its abil-
ity to stigmatize in ethnic terms all criticism of the political actions of 
the state of Israel. But if the premise of this defence were conceded, it 
would be impossible to criticize any nation-state for its policies.

Th e study of imperialism is a fi eld to which Petras has made crucially 
important contributions. Th e political economy of capitalist develop-
ment is another. In this area Foster and Holleman in their contribu-
tion draw our attention to a critical feature of capitalist development 
studied by Petras, namely the propensity of capitalism towards crisis, 
and the multiple and global dimensions of this crisis. Of course, at 
the moment there scarcely exists a sociology of crisis just as there is 
no defi ned sociology of imperialism or very little beyond the many 
writings of Petras in this area (some 20 book-length studies and pub-
lications since 1978 and at least 14 since 2000). Th e dynamics of cri-
sis and imperialism, major focal points of Petras’ writings and class 
analysis—on the need for a sociology and political economy of crisis 
see Petras (1984)—are generally subsumed (and displaced from the 
centre of analysis, or entirely) within academic sociology by a concern 
with, and theoretical discourses on development and globalization. 
Th us, today there is a well-defi ned, albeit changing, fi eld of sociolog-
ical study subsumed under the rubric of the ‘development’, and in 
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recent years Sklair (1995), Robinson (2003) and others (Araghi and 
McMichae, for example)—proponents of a ‘world systems (as opposed 
to a strictly class analysis) approach’ to capitalist development—have 
constructed what we might well term a ‘sociology of globalization’, 
which has eff ectively displaced the sociology of development of ear-
lier years. However, the value of Petras’ work in this and other areas 
is precisely to shift  the focus of critical sociology and Marxism away 
from globalization and development towards imperialism, the ‘inner 
secret’ we might say (paraphrasing Marx in regard to capitalism) or 
the underlying reality of both development and globalization.

Th e importance of this festschrift  is that besides paying homage to a 
major Marxist scholar of the twentieth century it points to the way for-
ward for both Marxism and what has been termed ‘critical development 
studies’ (Veltmeyer, 2009)—a critical ‘political economy’ approach to 
a class analysis of the dynamics of an epochal shift  in global capital-
ism—what some (e.g. Robinson, 2004; Sassen, 2007) term the ‘sociol-
ogy of globalization’ and others, in more conventional terms, ‘current 
world aff airs’. Th is broad fi eld of studies, no matter how labelled, 
needs to be reconstructed in Marxist terms and directed towards the 
study of: (1) the social dynamics and contradictions of labour and the 
class struggle in diverse national contexts; (2) the power dynamics of 
imperialism and the imperial state set up to advance the capital accu-
mulation process and secure the class interests as well as the system 
behind it; and (3) the global, national and local dynamics of capitalist 
development and systemic crisis in its multiple forms.

Again, and to conclude, it is James Petras who has helped us to see 
the way forward, which is not to abandon but rather to return to and 
sharpen the tools of class analysis—to reverse the ‘postmodern turn’ in 
social analysis identifi ed by Best and Kelner (1997) and to turn back 
towards a reconstituted Marxist class analysis exemplifi ed by James 
Petras.



CHAPTER TWO

JAMES PETRAS AND THAT ‘LONG PETAL OF WINE,
SEA AND SNOW’

Fernando I. Leiva

Th e fi rst time I met Salvador Allende was in 1965 in the bar of the US 
Senate building. At that time he was a senator, and I was a graduate 
student writing my doctoral dissertation and was deeply involved in the 
anti-Vietnam War movement in the US. Before leaving San Francisco 
for Chile, the organizers of an upcoming demonstration had asked me 
to tape an interview with Senator Allende expressing his support for the 
anti-war movement in the US. Allende’s support was particularly impor-
tant for the struggle in the US because the mass base of our movement 
was basically composed of students, middle-class professionals and very 
few workers. We felt it would be important for morale to have the inter-
national support of a left ist presidential candidate who received over a 
million votes, mainly from the working class, peasants, and the trade 
unions.

(Petras, 1998)

Although the work of James Petras has encompassed many diff erent 
countries, it is not farfetched to claim that Chile has decisively shaped 
both his insights about social processes and commitment to popular 
struggles; indeed for more than four decades, that ‘long petal of wine, 
sea and snow’ 1 called Chile has been at the centre of his formation and 
maturation as a revolutionary intellectual.

His numerous contributions to our understanding about the inter-
connected dynamics of capitalist development and class struggles 
which over the past half century have shaped Chilean society are 
impressive. However equally admirable is that while engaging in 
analysis of the highest scholarly and political caliber, Petras has also 
consistently displayed three traits worthy of emulation, particularly 
at the present moment. Witnessed at fi rst from afar as a mere stu-
dent and later observed directly as one of his long-list of collabora-
tors and co-authors, perhaps more than any other living intellectual 

1 Pablo Neruda, “Cuando de Chile.”
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James Petras has embodied these three qualities that defi ne activist 
scholarship:

1. the unfailing courage to submit to ruthless criticism ‘everything 
under the sun’ even if it means going against the grain of the cher-
ished myths of the ruling elites, mainstream academia and even the 
Left  itself;2

2. a genuine commitment to hear grassroots activists and militants not 
as ‘data’ but incorporating them into an on-going dialogue as a way 
of ‘naming the moment’ and defi ning eff ective lines of action;

3. a permanent concern with locating specifi c events transpiring in con-
crete social formations within the broader development of capitalism 
on a world scale and the struggle against imperialism, and to do so 
without reductionism, teleological thinking or loss of fi nely grained 
uniqueness of the phenomena studied.

Th is chapter sketches how these traits have been embedded through-
out Chile’s sharply diff erent historical periods into his analysis of 
the changing interaction among structural transformations, politics, 
mass mobilizations and class consciousness.3 With diff erent degrees 
of saliency, one can spot these traits coalescing in his initial study in 
the late 1960s of the factors behind the crisis of Chile’s old import-
substitution industrialization corporatist model of domination and 
the resulting the emergence of class conscious peasants, urban and 
rural workers and urban squatters. Th ey are present when examin-
ing the election of Salvador Allende and transformative aspirations 
under the brief Popular Unity government of the early 1970s as well as 
his work on the bloody closure of a pre-revolutionary period through 
imperialist intervention and state-terror enthusiastically endorsed by 
Chile’s dominant classes. Later, they re-emerge and are renewed in his 
writings covering Chile’s long, brutal counter-revolution that laid the 
foundations for capitalist transformation under the seventeen year-
long military dictatorship of General Pinochet (1973–1989). Th ey are 

2 In his “Letter to Ruge,” written in 1843 when he was only 25 years old, Marx 
expresses a conviction which was to orient his life, a conviction that James has also 
lived though his work. Marx’s letter states: “But, if constructing the future and set-
tling everything for all times are not our aff air, it is all the more clear what we have 
to accomplish at present: I am referring to ruthless criticism of all that exists, ruthless 
both in the sense of not being afraid of the results it arrives at and in the sense of being 
just as little afraid of confl ict with the powers that be.” 

3 Th is is a preliminary approximation based on a re-reading of a limited selection of 
his writings on Chile. A fuller account would entail interviews with James and asking 
him to refl ect on his own personal and intellectual trajectory.
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deeply set into the fabric of his work on the negotiated transition to 
a civilian elected regime that established what has turned out to be 
a two-decade long series of Concertación administration promising 
“growth with equity” but delivering the consolidation of transnational 
capital’s hegemony over Chilean society.

Th e Vaunted Pre-1970 Model of Democracy

Setting out from San Francisco in the early 1960s to begin work on a 
dissertation focused on studying the class consciousness of the Chilean 
working class, it soon became apparent, as Petras himself acknowl-
edged that, ‘working-class political behaviour could best be under-
stood by examining the working class’s relationship to other classes, 
namely the peasantry, the landowners, and the middle class’ (Petras, 
1969, vii). Broadening his scope was imperative because such rela-
tions were defi ned to a great extent through political confl icts rooted 
in existing social conditions and social forces and, in turn, “these 
confl icts were mediated through changing political mechanisms that 
frequently shaped the form and even the content of social develop-
ment” (Petras, 1969: vii). Th us being in Chile of the last 1960s, brought 
about an important shift  in his gaze: “[m]y research interests increas-
ingly turned toward an investigation of the role of political parties and 
elites, and the bureaucracy, in shaping Chilean development” (Petras, 
1969: vii).

Published in this expanded form with the title Politics and Social 
Forces in Chilean Development, his dissertation grappled with one of 
the great debates at the time: Why, if sharing so many of the similar 
problems of other countries in Latin America, did Chile enjoy such 
widespread political stability? Th is was a particularly confounding 
question, as along with such stability Chile was also a country with a 
relatively powerful class conscious labour movement and electorally 
powerful Socialist and Communist Parties, all of them committed in 
their political programs and every day rhetoric to capitalism’s over-
throw. Yet since the late 1930s, Chile had experienced a long period 
of relatively sustained political stability. Despite the appearance of new 
reformist political forces like the Christian Democratic Party, the exis-
tence of a classist labour movement and two avowedly Marxist par-
ties, the power of the ruling elites had remained mostly unchanged. In 
providing an answer to this apparent conundrum, Petras challenged 
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self-serving myths among mainstream scholars, Chile’s elites as well 
as the Left . As one reviewer summed it up: “Mr. Petras fi nds that 
the much admired democratic forms in Chile conceal an essentially 
exploitative substance; that parliamentary politics has served mainly 
the interests of party elites; that political coalitions of the working and 
middle classes have operated to the advantage of the middle class; and 
that the bureaucracy has reinforced elite rule.”4

Petras carefully traces how the State and the political system5 during 
the 1938–1969 period, played a double role being both ‘the cause and 
consequence of a fusion of modern and traditional values in Chilean 
society’, a blend enabling it ultimately to perform “the dual functions 
of representing new and traditional groups and serving as a broker for 
their confl icting demands” (Petras, 1969: 1). Th is fusion of continuity 
and change at the political level without substantive modifi cations in 
the existing constellation of class power would remain a central theme 
running though his work on Chile in the following four decades. He 
fi rst brings it to our attention in the 1960s, capturing the distinctive 
feature of the Chilean social formation as it engaged in Alliance for 
Progress-sanctioned ‘Revolution in Liberty’, the US-endorsed alterna-
tive to the Cuban revolution: “Th e synthesis of modern desires for 
development and a hierarchical social structure has produced a cor-
poratist style of politics. Th e Christian Democrat’s attempts to increase 
welfare without replacing dominant groups refl ect the ambiguity asso-
ciated with corporate-populist politics” (Petras, 1969: 3–4 [emphasis 
added]). More than just a structural characteristic defi ning a relatively 
long period of Chilean history, this contradiction also deeply marked 
that particular conjuncture: “Political drama is found in the confl icts 
that unfold when this new elite, committed to altering the past and yet 
linked by experience to it, attempts to apply its programs for devel-
opment and reform to an electorate that is disenchanted with past 
failures. A policy step in any direction (or none at all) may antagonize 
one or another of the groups that make up the multiclass coalition” 
(Petras, 1969: 3–4).

By probing the implications of this lack of correspondence between 
rhetorical and substantive change, Petras sought to bare the inner con-

4 Back cover of Petras (1969). 
5 In a language perhaps still too tinged by mainstream sociology, he calls the State 

and political system, ‘the bureaucracy’.
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tradictions of Chilean society at the time: “I intend to examine the 
friction between the traditional coalition and bargaining methods of 
governing, and compare the old methods to the new mobilization style 
of politics rapidly taking hold of the polity” (Petras, 1969: 2). Such 
examination would provide the key for answering questions such as: 
‘Why are the middle strata oriented toward stability and unconcerned 
with basic social change? What forces militate against other social 
groups (peasants, miners) to produce an emergent radical political 
culture? How has recent economic and social development aff ected 
the diff erence in political orientation between the middle strata and 
the peasantry? What has produced the dramatic upsurge of Christian 
Democracy? What are its political appeals?’ (Petras, 1969: 2).

Buried under the specifi cs one fi nds his work addressing the cen-
tral question posed by the historical conditions of the time—Reform 
or Revolution?—a question that was quickly acquiring urgency in 
Chile and one that profoundly infl uenced Petras: “Th e synthesis of 
modern desires for development and a hierarchical social structure 
has produced a corporatist style of politics. Th e Christian Democrat’s 
attempts to increase welfare without replacing dominant groups refl ect 
the ambiguity associated with corporate-populist politics. Political 
drama is found in the confl icts that unfold when this new elite, com-
mitted to altering the past and yet linked by experience to it, attempts 
to apply its programs for development and reform to an electorate that 
is disenchanted with past failures. A policy step in any direction (or 
none at all) may antagonize one or another of the groups that make 
up the multiclass coalition” (Petras, 1969: 3–4).

Intensifying confl icts within the elites in addition to the radical-
ization of those involved in reformist ‘popular promotion’ programs 
encouraged by the carefully Christian-Democratic choreographed 
organization of peasants, pobladores and women posed two confl ict-
ing paths forward which Petras registers and examines: “Mobilization 
politics manifests two alternative approaches to reorganizing society: 
the corporatist approach, whereby the government controls and directs 
lower-class associations and links them with existing economic elites 
in an attempt to encourage collaboration for national development; 
and the collectivist approach, whereby class-conscious political actors 
communicate a radical political culture among lower-class individuals 
in order to mobilize their support and to undermine the existing elites 
as the fi rst phase towards the creation of a collectivist society” (Petras, 
1969: 5 [emphasis added]).
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Th e ‘Politics of Opposition’: A Coopted Left  along with Emerging 
New Consciousness

Th e outcome of such confl ict between ‘corporatist’ and ‘radical’ mobi-
lization politics was also shaping the Left ’s ‘politics of opposition’ as 
well as the nature of the political consciousness being formed among 
newly emergent social sectors in the cities and the countryside. Petras 
examines in great detail both of these elements during this period, 
making valuable contribution to understanding the dynamics of this 
historical period.

In a sharp break with the existing thinking at the time, Petras 
shows how Chile’s political system has been able to successfully co-
opt the traditional Left  parties. His detailed analysis of the Chilean 
case shows the extent to which, “Th e working class parties have also 
been co-opted, on a diff erent scale, with the result that the Left  has 
adopted the middle—class parliamentary style of politics. Unable to 
gain a popular majority, the left -wing parties have turned to parlia-
mentary bargaining, the trading of votes and support for infl uence on 
short-run issues” (Petras 1969: 160 [emphasis added]). Th us instead of 
promoting working class protagonism, endorsement of parliamentary 
democracy politics has served to domesticate the Left . Th is penetrating 
critique, devastating for the Left ’s self-image and crucial for under-
standing its real and not perceived historical role, was not argued on 
the basis of pre-existing doctrinal or ideological bias. Rather, it was 
solidly anchored on the ‘concrete analysis of the concrete’, that is on 
the study of the specifi c mechanisms through which Left  offi  ce holding 
became a vehicle for social mobility and domestication. Th us, based on 
the compilation of data on the careers of 87 senators and deputies of 
the Socialist Party obtained from Clodomiro Almeyda, then secretary 
of organization for the Socialist Party’s Santiago regional structure, 
Petras documents how “[t]wo thirds of the Socialist politicians elected 
before 1965 rose in social position through their offi  ce either because 
they held offi  ce or because the fact of holding offi  ce bettered their sub-
sequent employment. Th ree-quarters of those who held offi  ce prior to 
1961 rose socially, again for the same reasons” (Petras, 1969: 161).

Among other elements, such analysis opened up a totally diff erent 
entry point on debates about the relevance of Latin America’s revo-
lutionary left . Beyond discussions about the nature of capitalist devel-
opment in Latin America and the ‘anti-feudal’ versus ‘proletarian’ 
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character of the Latin American revolution, the existence or not of a 
national bourgeoisie, or armed versus peaceful roads, Petras’ analysis 
of the Chilean situation posed a new angle from which to evaluate the 
role of the emergent revolutionary left : the requisite to preserve sig-
nifi cant levels of autonomy from the capitalist state. More than loft y 
declarations and rhetorical fl ourishes a practice that preserved real 
autonomy from the state and the hegemonic political system, became 
imperative for revolutionary politics at that historical juncture.

In addition to examining the Chilean Left ’s relation to the State 
and the political system, Petras was also carrying a detailed analy-
sis of the development of workers and peasants’ class consciousness 
working alternatively with Hugo Zemelman, Maurice Zeitlin, Andy 
Zimbalist and others. In a couple of articles “Agrarian Radicalism” 
and “Miners and Agrarian Radicalism” published in Spanish under 
the suggestive title of El radicalismo político de la clase trabajadora 
chilena, Petras carefully examined how subjective and objective condi-
tions were mutually infl uencing one another at that particular moment 
in Chilean history.6

Th rough his carefully researched case studies both in the country side 
and the cities, the notion that participation in political struggles could 
be transformative of each participant’s world view emerged with force: 
“Th e theoretical issue that cropped up was that conscious participation 
in social processes by diff erent political actors could become the nexus 
(intervening variable) between the objective conditions of existence of 
sectors like the peasantry and the subjective response to such condi-
tions in the form of left ist political behavior and development of their 
political consciousness” (Petras and Zeitlin, 1969a, 45–46).

Based on extended interviews at the Culiprán fundo in Chile’s 
Central Valley with peasants who recount in their own terms their 
political evolution over a crucial six-year period, Petras challenged the 
oft -accepted assumption that peasants represent a passive, traditional, 
downtrodden group, capable only of following urban-based elites 

6 In chapter 5 of Politics and Social Forces in Chilean Development, Petras off ers the 
following historical periodization in the development of the working class movement: 
(1) Th e mutual aid period 1850–1890; (2) Th e syndicalist period 1890–1920; (3) Th e 
reformist period 1920–1937; (4) Th e Popular Front period, 1938–1950 and, (5) Th e 
resurgence of reformism and growth of the FRAP 1956–to the present. Periodization 
has been an important tool in the Petras’s tool chest.
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(Petras and Zemelman, 1972). Th e book Peasants in Revolt: A Chilean 
Case Study, 1965–1971 is divided in two parts. Th e fi rst presents the 
authors’ analysis, but the second half contains the testimonies of the 
peasants themselves, who in their own voices, recount their own polit-
ical evolution as participants in the struggle for land and social rights. 
Th e combination of structural analysis with oral history, forcefully evi-
dences how the emergence of revolutionary political consciousness is 
the result of cumulative experiences and the breakdown of traditional 
institutions of control as violent land takeovers are increasingly per-
ceived as legitimate forms of struggles by the peasants themselves. But 
importantly, this very detailed fi eld work, allows Petras to underscore 
that such consciousness is not fi xed, but rather that there is an ebb 
and fl ow: “Th e original dynamism and radicalism that appeared in 
the initial stages of the land occupation, however, where largely tran-
sitory . . . the once insurgent peasant turned entrepreneurs exploiting 
labour and accumulating property and capital at the expense of their 
former compañeros” (p. xii). For the peasantry or any other social 
strata, in the factories, farms or poblaciones studied, the development 
of political consciousness was the result of this dynamic interplay 
between objective and subjective conditions, not something automati-
cally predetermined by a structural location in the social division of 
labour or only by participation in political struggles.

Th e study of the forms of consciousness and radicalization of peas-
ants, urban squatters and miners in late 1960s Chile is at the source 
of another major theme will run through his work in the following 
decades: the tension between institutionalized politics and grassroots 
mobilizations, a dynamic that can lead both to radicalization as well 
as cooptation. A rigorous analysis of specifi c situations which centrally 
incorporates the actors’ voices and perceptions is methodologically 
essential to assess how such a contradiction is resolved in each diff er-
ent juncture.

Th e Popular Unity and the Overthrow of Allende

Th e mobilizations and development in political consciousness studied 
by Petras as a graduate student led to the opening up of a new historical 
period in Chilean history: the election of a popular government and the 
increased political awareness and self organization of vast sectors of the 
working class and popular sectors. Th e net outcome of these dynamics 
would be a unique historical conjuncture during which the working 
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class, the Left  and popular movement would achieve their highest level 
of infl uence in Chilean history. As in other pre-revolutionary situations 
in history, under the Allende government and through their struggles 
of 1970–1973, the Chilean masses were to learn in days and weeks, 
what under other historical conditions would take decades. In the end, 
such process would pose the inevitable practical question between the 
forces of revolution and counter-revolution, the question of power.

From this very succinct review of his pre-1973 work on Chile, a num-
ber of themes clearly emerge: (a) the uneven development of Chilean 
capitalism; (b) how class struggles can erode existing structures of 
authority and give rise to new forms of political action and conscious-
ness; (c) social mobilizations and social actors going far beyond what 
political leaders encased by institutional politics, imagined or desired; 
and (d) the dialectical relationship between national political conjunc-
ture, local struggles and the development of political consciousness. At 
the same time, during this entire period Petras resorts to a wide range 
of methodological approaches: structural analysis interlinked but not 
reduced to the study of the political behaviour of social sectors; a full 
acknowledgement of the importance of listening to the voice of the 
actors themselves so as to better unravel realignments unfolding with 
growing scope and intensity; and the use of periodization to discern 
how qualitative and quantitative changes lead to shift s in the corre-
lation of forces. Forged in what we could call the fi rst stage of his 
career, these approaches were to be applied later in Chile and other 
countries.

Petras closes Political Forces and Social Development in Chile with 
an chillingly exact assessment of the stance of the Chilean ruling class 
and upper strata of the middle classes under its infl uence: “Th e upper 
class and many middle-class individuals profoundly reject the idea of 
a strong collectivist government with a populist orientation. Whatever 
national sentiments they hold, these strata of Chilean society would 
not be adverse to collaborating with the United States in overthrow-
ing a popularly elected socialist government” (Petras, 1969: 354–355). 
Such a violent denouement would come in 1973 with the US-supported 
overthrow of Allende.

Bringing the Imperial State Back In

Aft er the September 1973 military coup, Petras became an important 
voice denouncing the repression of the Junta, serving from 1973 to 
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1976 as a member of the Bertrand Russell Tribunal, demystifying the 
rhetoric of military Junta and its civilian allies known as the Chicago 
boys, and carefully detailing the logic behind US intervention.

In 1975, Petras and Morris Morley published Th e United States 
and Chile: Imperialism and the Overthrow of the Allende Government. 
Based on a systematic analysis of the US government’s planning 
behind Allende’s overthrow, Petras draws a theoretically and politically 
important lesson: ‘Despite the far-fl ung and diff use interests that the 
multinationals possess, and despite the enormous economic resources 
at their disposal, they do not posses the military, fi nancial, ideologi-
cal and administrative apparatuses that defi ne the imperial state. Th e 
growth, expansion, and survival of the multinationals is in large part 
dependent on the action of the imperial state’ (Petras and Morley, 1975: 
viii). Th e analysis of the coup in Chile and of the historical role of the 
imperial state would undergird some of the debates posed a quarter 
of a century later by Hardt and Negri and the theorists of ‘empire 
without imperialism’. As Petras and Morley point out for the Chilean 
case (as the US invasion of Iraq underscores), “Without the military 
power or the administrative and ideological infrastructure developed 
by the imperial state, it is impossible to conceive of the multinational 
corporations establishing roots throughout the world. Moreover, the 
expansion of the multinational requires constant injections of aid to 
subsidize accomodating national states, and develop their infrastruc-
ture” (Petras and Morley, 1975: viii).

Replicating early 20th century debates about the nature of impe-
rialism and also of the 1960s about what would constitute successful 
strategies for societal transformation, Petras and Morley underscore 
that what operated in the overthrow of Allende was not the expression 
of rogue policy run amok within the US administration, but rather the 
product of systemic reality of imperialism. As they point out, “Public 
lies, covert subversion, the destruction of democracy, and the support 
for a military dictatorship all have their root in imperial capitalism’s 
need for a regime that opens the country to exploitation. US policy 
makers devised a strategy designed to destroy the democratic-social-
ist government of Chile and return the country to its former client-
state position within the US sphere of infl uence” (Petras and Morley, 
1975: xvii [emphasis added]). Of equal relevance to struggles unfold-
ing today in Bolivia and Venezuela, Petras and Morley, conclude that, 
“Th e major lesson to be learned by the Th ird World from the Chilean 
experience is that societies intent on revolution must follow the 



 ‘long petal of wine, sea and snow’ 29

Cuban example—close all channels to external subversion and extend 
democracy only to those who abide by the process” (Petras and Morley, 
1975: vii).

Confl icts within the Pinochet Regime

Chile’s failed attempt at revolution did not sever the links of Petras 
with Chile. Under a very new historical period, that of neoliberal-led 
global restructuring of capitalism, Petras remained intimately engaged 
with examining the policies of the dictatorship and the struggles for 
democracy, becoming one of the most informed and insightful ana-
lysts of the Pinochet regime. During the decade immediately follow-
ing the military coup, Petras publishes books and journal articles but 
also begins to regularly publish in the popular press. Just like Marx’s 
writings for Th e New York Daily Tribune, these popular press articles 
examining specifi c events under Pinochet’s Chile, provide a valuable 
insight into the power of a sharply honed skills and intimate knowl-
edge of the Chilean situation.

In 1975 for example, Th e Nation published ‘Th e Junta Besieged: 
Generals without Bankers’ reminding us that class confl icts exist not 
only on a ‘vertical’ axis between those at the bottom and those at the 
top, but unfold also on a ‘horizontal’ level within the bloc in power. 
Th us, Petras alerts us that “[t]he bankers of New York, the earliest 
and strongest supporters of the Chilean junta, have begun to doubt 
the wisdom of sending more good money aft er bad. Th e money-
men are not troubled by any questions of human rights or political 
repression. For the First National City executives and their associ-
ates the problem is the disintegrating state of the Chilean economy 
the frightening spectacle of a 400 per cent infl ation rate” (Petras, 
1975a: 784).

Th e posterior evolution of this confl ict would bring a signifi cant 
realignment within the military Junta, leading to the exit of Air Force 
Chief General Gustavo Leigh, Pinochet’s consolidation as primus inter 
pares and the predominance of the Chicago Boys over policy mak-
ing, all factors that were to make Chile the pioneer in neoliberal led 
capitalist restructuring. At the same time, that these realignments 
within the bloc in power are explained, Petras highlights the persis-
tence of one of the Chilean bourgeoisie’s defi ning characteristic: its 
preference for quick and easy profi ts from fi nancial speculation rather 
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than productive investment. Th us, Petras suggests that the produc-
tive versus speculative circuits for the self-valorization of capital are 
an important issue to consider for explaining the renegotiation of the 
relationship between empire and client: “Business offi  cials here point 
out that the Chilean industrialists have yet to show the entrepreneurial 
capacity to invest and save on a scale necessary to promote national 
development”. As one former Anaconda executive told Petras, “Th ey 
[the Chilean industrialists] have a seignorial mentality; they’re only 
sixty years off  the hacienda”. In this connection Petras (1975a: 785) 
notes that: “[t]he performance of the industrial sector over the past 
year hardly refutes that appraisal: infl ation has encouraged speculative 
investments over production, while reductions in protective legislation 
and government credits have pushed the private sector in the same 
direction, further feeding the fl ames of infl ation” (ibid.). Further, he 
adds: “these economic circumstances and government policies have 
led to—sharper criticism of the junta from some Chilean industrial 
sectors and from petit-bourgeois commercial groups, who look back to 
the pre-Allende days when a government-protected and—subsidized 
‘private enterprise’ fl ourished under the guise of national development 
(Petras, 1975a: 785).

Th e uncontested predominance of the Chicago Boys, the dogmati-
cally faithful disciples of Milton Friedman was to be short-lived. In 
another article published in 1983 also in Th e Nation (‘Th e Chicago 
Boys Flunk Out in Chile’), he examines the magnitude of the 1982 
economic crisis and how it brought an end to dogmatic neoliberalism 
and the unquestioned infl uence of the Chicago Boys within the military 
regime. In Petras’ words: “Th e marked economic decline threw the-
Friedmanites into disarray, resulting in a rapid turnover in the top ech-
elon of economic advisers. Th ree diff erent teams were sent in to stem 
the downward slide in 1982, and each one failed. Economic realities 
and political pressures forced the Friedmanites to abandon their free-
market ideology and resort to governmental intervention” (1983: 210).

Petras continues: “Last fall a massive bailout operation was launched 
to save the banks. Overdue or unrecoverable bank loans totaled more 
than $1 billion half the banking system’s capital and reserves-and the 
state stepped in, buying up the banks’ bad debts and letting the debt-
ors go under”. In return for absorbing the bad debts, Petras notes, 
“the government assumed control over profi ts and dividend payments, 
and will monitor all lending to prevent confl icts of interest between 
corporations and banks”. In this context, “[t]he free market ideologues 
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knew that without state supervision, fi nanciers would channel credit to 
companies in which they had a fi nancial interest” (Petras, 1983: 210).

In this same vein, with Steve Vieux, Petras would later explore 
the illusory more than real nature of the so-called Chilean economic 
miracle (Petras and Vieux, 1990). Th e deep economic crisis of 1982 
would not only bring the decline of the Friedmanite Chicago Boys 
but it would also place in motion all the social classes and sectors of 
Chilean society, leading to a crisis of the military regime.

Popular Resistance, Reorganization and Dictatorial Response

Th e deepening crisis, elite discontent and growing protests, would 
generate massive and country wide mobilizations during the 1983–
1989 period, bringing about a signifi cant ramp up in anti-dictatorial 
struggles. Again Petras examines the inter-action between economic, 
political and ideological factors behind the growing number of anti-
dictatorial protests. At the root of these protests is the new class basis 
of Chilean politics, that is the restructuring of Chilean capitalism and 
the emergence of new natural resource capitalist-intensive export sec-
tors based on the superexploitation of labour (agroexports, mining, 
forestry, fi shing) (Petras, 1988b). As in the 1960s, these structural 
transformations in Chilean society were bringing the emergence of 
new social actors, forms of struggles and consciousness, all of which 
could be radicalized when sift ed through the on-going struggles against 
superexploitation and the historical memory of previous popular 
power experiences under the Allende government (Leiva and Petras, 
1986; Leiva and Petras, 1987).

Along with rising popular resistance and mobilizations, the mili-
tary regime initiated a series of attempts to prolong its existence. In 
the mid 1980s, Petras obtained a copy of an internal document from 
the military regime showing how it was planning to ensure Pinochet’s 
triumph in the 1988 plebiscite and legitimize his rule as President for 
another decade. Petras analyzed this strategy (Pinochet’s “New Order”) 
and explained how it was based on combining decentralization and 
municipalization of state action, new administrative mechanisms for 
targeting social policy along with the establishment of new clientelis-
tic relationships based on political interventions at the municipal and 
local level. All of Pinochet’s plans, however, could not stem the over-
whelming forces aligning against him. As Petras pointed out, Chile 
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was entering that complex time when it would become necessary to 
‘sacrifi ce dictators in order to save the regime’.

Aft er Pinochet’s defeat in the 1988 plebiscite, illusions about the 
imminent return to genuine democracy exploded. Petras sought 
to bring some clarity to what was transpiring and do so by bring-
ing a class analytic perspective to the new situation. His essay ‘Th e 
New Class Basis of Chilean Politics’ represents a synthesis of his 
previous studies about the nature of the Greek and Spanish ‘transi-
tions to democracy’ with his now almost two decade long involve-
ment with Chile. Cutting like a hot knife through butter, his analysis 
provided the basic points of orientation for understanding the new 
situation:

For the new power bloc, however, comprising the armed forces, the 
capitalist class, bankers and technocrats, the primary concern has been 
not the plebiscite as such but the need to safeguard the accumulation 
regime established over the past fi ft een years. Th e Pinochet regime 
served a number of invaluable historical purposes: destruction of the 
Popular Unity government and of the socialist movements; consolida-
tion of the military and civilian bureaucracies; integration of Chile into 
international fi nancial, commercial and agricultural circuits; relocation 
of political debate on the terrain of private market discourse; and the 
elimination of most anti-imperialist intellectual currents. In the process 
of realizing these aims, however, the dictatorship incurred numerous 
enemies, provoked large-scale, sustained opposition, and eventually 
became an obstacle to the reproduction and legitimation of the new eco-
nomic and institutional order. Fift een years of terror and free market 
exploitation are not an appropriate basis for winning plebiscites. And 
the opposition political class, with a critical discourse, is capable of elic-
iting popular support and subordinating the mass of the population to 
a political pact with the power bloc-although this bloc itself is demand-
ing stiff  terms and setting very narrow margins for mainly legal-political 
reform (Petras, 1988b).

Th e issues delineated above were to become the topic of a lengthier and 
detailed analysis of the forces and interests involved in Chile’s negoti-
ated transition (Petras and Leiva, 1988, Petras and Leiva, 1994).

Th e Negotiated Transition to a Civilian Elected Regime

At the end of the 1980s, Petras again visits Chile and interacts in situ 
with grassroots leaders, activists and left  militants. Each visit involves 
extended conversations and public fora in shantytowns, churches, and 
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trade union halls. Many of the themes of a quarter of a century of 
work on Chile outlined above, reemerge transformed by the new con-
ditions but retaining more than just family resemblances with the past. 
It is during this period that the three traits described above—cour-
age to submit everything to ruthless criticism, genuine valuation of 
the knowledge of grassroots leaders and militants, and linking local 
phenomena within broader trends—became more sharply constitutive 
of his analysis of the Chilean case. It is a period in which in meet-
ings with workers, women, farm workers, rank-an fi le militants, and 
community organizers, Petras becomes both a researcher as well as 
an active protagonist in the ideological rearming of Chile’s popular 
movements; Petras both educated and was educated as to the dynam-
ics unfolding.7

His prior work on the Greek and Spanish transition to democracy 
gave him a unique understanding of the nature of the negotiated tran-
sition unfolding in Chile and Latin America, an understanding that 
found great affi  nity with grassroots activists, but was sorely lacking 
among the leaders of the left -wing Socialists, the Communist Party 
and the MIR. While one sector of the left  engaged in the ‘socialist 
renovation’ process, denounced Marxism and celebrated the purport-
edly universal value of liberal bourgeois democreacy (la democracia sin 
apellidos), the other Left  found itself rudderless and with fraying links 
with a social base.

In Democracy and Poverty in Chile: Th e Limits of Electoral Politics 
written by Petras, and Leiva with Veltmeyer, we countered much of 
the self-serving rhetoric with an approach that emphasized bringing 
attention to the “intricate interaction of ideological and political, as 
well as structural and strategic factors that shaped the changes expe-
rienced in Chilean society between 1973 and 1992” (Petras and Leiva, 
1994: 1–2). In my view, Democracy and Poverty in Chile: Th e Limits to 
Electoral Politics made four important contributions to debates about 
understanding the nature of the negotiated transition. First, it analyti-
cally separated the categories of ‘state’, ‘regime’ and ‘government’, an 

7 Th is role requires further examination that lies beyond the scope of this article. 
Th ree signifi cant elements could be studied: (a) his participation in numerous local 
assemblies in the urban shantytowns and local trade unionists; (b) publication of his 
articles in the theoretical journals of the Left , like the MIR’s Debate y Cambio; and the 
1991 publication of his analysis of the transition to democracy as a special 40-page 
supplement in the left -wing weekly Punto Final. 
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essential step for clearly discerning form from substance when discuss-
ing the State and political system, as well as for clearly comprehending 
the nature of class interests and power relations involved in transi-
tion processes. Second, it underscored that the blending of political 
change with the socioeconomic continuities of class power constituted 
an essential entry-point for understanding the nature of transition 
processes, particularly in the Chilean case. While these fi rst two points 
have also characterized other transitions, perhaps what distinguished 
the Chilean transition was the extent and swift ness of the ideological 
conversion of ‘critics into converts’. As one reviewer points out “Th e 
authors’ claim that the conversion of opposition leaders to neoliber-
alism and their acceptance of the ‘rules of the game’ imposed by the 
authoritarian regime were motivated by the “infl uence of impersonal 
institutional powers, and private social ambition” (Castillo, 1995: 92). 
“Th e rebels and dissidents of yesterday are the conformist managers 
and promoters of foreign capital today” (p. 95). Th ey then character-
ize the Chilean transition as “one from a closed, repressive, central-
ized military regime to an open, authoritarian, elected civilian regime” 
(Castillo, 1995: 722–23).

Th e fourth and fi nal contribution of Democracy and Poverty in 
Chile, draws on a thread picked up by Petras decades before, namely 
that Chilean development has always been propelled forward by two 
souls: the bureaucratic, institutionalized conservative one of the elites 
and its political servants, and the profoundly democratic aspirations 
of the grassroots and local social movements. Th us, “If offi  cial Chilean 
politics has largely been a series of compromises between a domesti-
cated Left  and entrenched privileged classes, where democracy is sub-
ordinated to property, then unoffi  cial politics, the politics of the social 
movements, has been a search by a cumulative set of democratic grass-
roots organizations hoping to create a political system in which prop-
erty privileges are subordinated to democracy, in the broadest social, 
economic, and cultural sense” (Petras and Leiva, 1994: 6).

Th e Concertacion’s Failed Promise

A former textile woman worker who remembers the Allende years told 
me a couple of years ago Allende was a socialist for the poor; these depu-
ties are socialists for the rich (Petras, 1998).
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Towards the end of the 1990s, as it became evident that these demo-
cratic grassroots movement had been defeated, the Left  fragmented 
and the hegemony of transnational capital imposed upon Chilean 
society, Petras shift ed his focus to other countries. As his interest on 
social movements and the potential for societal transformation drew 
his attention to Brazil, Bolivia and Ecuador, his interest on Chile 
declined, but have not disappeared. Th us in 2006, four decades aft er 
his interview of Salvador Allende in the bar of the US Senate building, 
Petras once again discussed Chile’s latest socialist president, Michelle 
Bachelet. Forty years of struggles, capitalist restructuring and ideologi-
cal realignments had produced however a very diff erent type of social-
ist, very alien to the anti-imperialist and revolutionary stance even 
if through peaceful and institutional means of Salvador Allende. As 
Petras pointed out again: “Bachelet’s rise to power demonstrates that 
political power is stronger than kinship ties, class allegiance are more 
powerful than identity politics, that past left ist affi  liation are no hin-
drance to becoming Washington’s best ally in its defense of empire” 
(Petras, 2006). In a way this indicates that—at least methodologically—
Petras analysis has come back full circle. Th e political orientation of 
the new socialists has to be understood just like class consciousness 
of the working class which he set out to study in the mid 1960s, not 
in isolation, but in relation to other classes and mediated by political 
confl icts. His analysis of the metamorphosis of Latin American intel-
lectuals (Petras, 1990) and of the Concertación-led transition and con-
solidation of capitalist restructuring, suggests the value of an approach 
that is capable of dialectically linking structural transformation, politi-
cal confl ict, new social actors and consciousness.

New problems loom in the horizon for the Chilean working class 
and popular sectors, as the working, environmental, and social quality 
of life is threatened by the continued expansion of transnational capi-
tal and the hegemony over the society and polity of a transnationalized 
capitalist class. As Petras has shown, most of the basic institutions 
established by the dictatorship remain unchanged, acting as formi-
dable barriers to any resurge of transformative social movements. 
Th e long-term eff ects of the authoritarian period are found not only 
in the state institutions bust also in the social structure, social rela-
tions, and economic institutions established during the reign of terror. 
Democratizing Chilean society will require profound transformations 
that link institutional with socioeconomic change. Developing the 
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ability to eff ectively defend workers’ interests will demand the critical 
eye, the revolutionary spirit, the trust in the intellectual and political 
ability of the grassroots cadre, and the systematic analysis of new his-
torical conditions that has marked both the intellectual production as 
well as praxis of James Petras.

An Enduring Contribution

With a consistently lucid gaze and trenchant analysis, Petras has exam-
ined the origins and crisis of Chile’s pre-1973 ‘old order’ as well as the 
class dynamics and consolidation of the new regime of accumulation 
under conditions of the new ‘neoliberal’ historical period.

It is symbolic that Petras himself identifi es as a memorable spring-
board for his intellectual and political journey that in 1965 fi rst brought 
him to Chile to begin his doctoral was his meeting with Salvador 
Allende. Even then as a graduate student, Petras intuited that strug-
gles in the ‘North’ and ‘South’ were interconnected. For almost half a 
century, his work on Chile characterized by insightfulness, clarity and 
intellectual heft  has shown the extent to which such struggles have 
become indeed inextricably connected.

Probably more tongue-in-cheek than historical accuracy, Petras 
once told me the story of how the son of a Greek immigrant raised 
in Massachusetts had ended up going to college and graduate school, 
the gateway that led him on a path that—repeatedly passing through 
Chile—would transform him into a ‘revolutionary and anti-imperial-
ist’ as he accurately describes himself. Th e story is as follows: While 
helping out in the family store, his father grudgingly came to realize 
that the youngster sorely lacked the basic skills for gutting and fi lleting 
fi sh. Despite repeated attempts to bring him to basic competence, the 
father realized that such skills would not be forthcoming. In addition, 
encouraging any further manipulation of the sharp-edged instruments 
used in the fi shsellers’ trade would only result in certain bodily harm, 
not only to young Petras but to customers unfortunate enough to be 
around him. Grudgingly, his father concluded: ‘Th is boy would do 
better going off  to college’.

Whether fi ctional or not, many generations of students, intellectu-
als, activists, and members of popular movements from throughout 
the Americas—and especially Chile—must be thankful for this pivotal 
parental ‘aha moment’ that transformed him into one of the sharpest 
analysts of Chilean politics and social development.



 ‘long petal of wine, sea and snow’ 37

James Petras has left  a solid legacy contained in the many books and 
articles on Chile, but also in equal measure, in what we could denomi-
nate the ethics of a revolutionary intellectual—fearless commitment to 
ruthless criticism, a genuine valuing of the knowledge and capacity of 
grassroots leaders and social organizations both in processes of social 
transformation but in production of knowledge itself, and always link-
ing the ‘local’ with the global, exploring how specifi c struggles within 
the broader context of capitalist development as a world system. Along 
with his lucid work on Chile, this modelling of what it means to be 
a revolutionary intellectual today, is an equally important part of his 
legacy, one that we can only hope he will continue expanding and 
enriching for the many years and struggles that lie ahead.
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CHAPTER THREE

TROTSKY AND LATIN AMERICAN DEVELOPMENT THEORY

Ronald H. Chilcote1

As we celebrate James Petras and his lifetime of activism and academic 
accomplishments, I return to a theme that has been of deep interest 
to me since our years as graduate students during the early 1960s. 
Our interest evolved through reading and understanding revolutions 
and contact with progressives throughout Latin America. Th e Cuban 
Revolution particularly infl uenced us. Unlike many of our professors 
we travelled oft en, shared concerns and became sensitive to the issues 
and problems of Latin America. Th e region’s causes became ours as we 
frequently spoke out against US policy. Over the years Jim [Petras] has 
written many dozens of books and hundreds of articles and has laid 
a foundation for understanding Latin America and its relationship to 
the outside world. While our views may have diff ered at times, funda-
mentally we have shared in our criticism of US policy and our desire 
for radical change in Latin America. Our collaboration is evident in 
the bimonthly journal Latin American Perspectives with our edito-
rial eff ort since its beginnings in 1974; in a book Latin America: Th e 
Struggle with Dependency and Beyond (1974) that sold tens of thou-
sands of copies and was widely used in university classrooms; and in 
a volume on transitions in Southern Europe (1992).

In my travels I met many left  intellectuals who represented an array 
of progressive perspectives. Some of their thinking was infl uenced by 
Cuba as they turned against ideas that had emanated from the Soviet 
Union and the Th ird International and were prominent within the 
communist parties throughout Latin America. Authoritarian regimes 
prevailed throughout most of the region where suppression and cen-
sorship made it diffi  cult for intellectuals to speak and write, and many 

1 Th anks to Timothy Harding, Michael Löwy, and Adam Morton for comments 
and suggestions on my manuscript and to Jennifer Dugan Abbassi, Stan Mallison, and 
Jerry Riposa for research assistance.
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of them sought expression through the communist parties. In 1953 
the death of Stalin and the rise of a revolutionary movement in Cuba 
under Fidel Castro and Ernesto ‘Che’ Guevara opened intellectual life 
to new ideas, formation of new parties and social movements, diverse 
radical tendencies within organized labour and a challenge to the 
traditional communist parties. A younger generation of intellectuals 
moved toward diverse political groups on the left , while many older 
intellectuals confronted an orthodoxy of ideas within their parties and 
some joined the dialogue on the new left .

I visited Havana during September 1958, a few months before the 
Revolution consolidated power, and I returned ten years later when 
Fidel condemned the Soviet invasion of Czechoslovakia and students 
and intellectuals were questioning the aggression. Th roughout Latin 
America attention turned toward Havana and away from Moscow, 
and new ideas and thinking began to challenge Soviet intransigence 
that backwardness was attributable to semi-feudalism and that the 
rise of a national bourgeoisie would ensure the development of the 
means of production under capitalism and eventually a transition to 
socialism. During my travels throughout the 1960s it was clear that 
the new thinking had opened up debates and intense interest in how 
imperialism had impacted Latin American development or underde-
velopment, and that understanding of dependency on the advanced 
capitalist world and especially the US was essential in new theoreti-
cal formulations. Some of the new thinking was attributable to ideas 
of Leon Trotsky, who spent the later years of his life in Mexico and 
incorporated Latin America into his thinking about the world. I came 
to know some intellectuals who were infl uenced by Trotsky. I was 
infl uenced by the early writings of Silvio Frondizi (1947, 1957, 1960) 
in Argentina, Guilhermo Lora (1977) in Bolivia and Luis Vitale (1968) 
in Chile. Over twenty years I corresponded with Lora who shared his 
writings with me, and occasionally Luis Vitale and I were in touch (I 
sent him Isaac Deutscher’s trilogy (1954–1963) on Trotsky aft er he 
had sent me his book indicting the Frei administration that landed 
him in prison.

Th is brief background helps to understand my motivation to explore 
more deeply the infl uences of Trotsky on Latin American thinking 
about development, underdevelopment and dependency.
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Trotsky and Th eory on Underdevelopment and Dependency

Th e thought of Leon Trotsky (1879–1940) draws heavily from his 
revolutionary experiences in Russia and its revolution,2 but also aft er 
expulsion from Russia in 1929. His exile in Mexico in 1937 until his 
death allowed him to refl ect on his theoretical ideas as related to Latin 
America (1961).3 My study concerns his elaboration of four concepts 
useful in understanding developmental theory and their relevance to 
theories of capitalist development, underdevelopment, and depen-
dency, as prominently manifested in Latin America during the last 
half of the twentieth century.4

Backwardness and Delayed Capitalist Development

Less-developed countries do not necessarily follow the path of advanced 
nations, and their condition may be a consequence of advancing 
capitalism elsewhere. ‘Backwardness’ may be described as delayed 
capitalist development (a term frequently found in the literature on 

2 Born in a Jewish farmer’s family in the Ukraine, Trotsky evolved from a circle of 
Norodniks to a Marxist Bolshevik and leader in the St Petersburg Council of Workers’ 
Delegates (the fi rst Soviet in history) in the 1905–1907 revolution and a leader of the 
1917 revolution. He was a co-founder with Lenin of the Th ird International. He orga-
nized opposition to Stalin in 1926 and was deported to France in 1929 where he called 
for a Fourth International. Among the major sympathetic accounts of Trotsky’s life 
are studies by Avenas (1975), Deutscher (1954–1963), and Mandel (1979) and hostile 
critical portrayals by Mavrakis (1976) and Volkogonov (1996), while Baruch (1979) 
and Howe (1976) off er useful, critical, but scholarly overviews. Wilson (1972) provides 
a sympathetic introductory portrait within the European radical tradition. See also 
Tariq Ali and Phil Evans (1982).

3 Appraisals of Trotskyism in Latin America include sympathetic details by Campos 
(1981). Hodges (1974), Mandel (1979), and Munck (1984) along with a comprehen-
sive history by Alexander (1973) that lacks in the detailed analyses of political ideas 
and ideological divisions within the Trotskyist movement elaborated in Hodges and 
Munck. 

4 It is not my intent to exaggerate the importance of Trotskyism. Alan Wald sug-
gests that US Trotskyism, established in 1928, has become exhausted but that as 
Stalinism fades, a revision may be a possibility. He mentions authors such as Paul 
Buhl, Mike Davis, and Staughton Lynd who may at one time been infl uenced by 
Trotskyism (1994–1995: Pt 2, 34). He criticizes Alex Callinicos (1990) for analysis seen 
through the prism of a particular line of thinking such as the British Socialist Workers 
Party. Callinicos argues that Trotskyism ‘has generally been intellectually resistant to 
the themes of Western Marxism’ that Perry Anderson and others have emphasized 
in their intellectual history of Marxism (3). Callinicos (1990: 86–87) provides a useful 
chart on the organization of Trotskyism, especially the American and British strains.
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underdevelopment) brought about by ways diff erent than the advanced 
capitalist countries. Trotsky frequently used the term to describe Russia, 
and the revolution he envisaged, as a revolution of backwardness. He 
described this condition in his Th e Russian Revolution: ‘Th e funda-
mental and most stable feature of Russian history is the slow tempo of 
her development, with the economic backwardness, primitiveness of 
social forms and low level of culture resulting from it’ (1959: 1).

Although the backward country ‘assimilates the material and intel-
lectual conquests of the advanced countries’, it ‘does not take things in 
the same order. . . . Th e privilege of historic backwardness . . . permits . . .
skipping a whole series of intermediate stages. . . . Th e possibility of 
skipping over intermediate steps is of course by no means absolute. 
Its degree is determined in the long run by the economic and cultural 
capacities of the country. Th e backward nation, moreover, not infre-
quently debases the achievements borrowed in the process of adapting 
them to its own more primitive culture’ (2–3).

Trotsky’s constant reference to backwardness is similar to the 
emphasis of Paul Baran whose Political Economy of Growth was a best-
seller throughout Latin America. He wrote: ‘Th e backward world has 
always represented the indispensable hinterland of the highly devel-
oped capitalist West’ (1960: 12). He argued that this region could not 
achieve accumulation as the advanced countries had or overcome the 
obstacles of monopoly capitalism and imperialism.

André Gunder Frank studied under conservative economists at the 
University of Chicago but he was infl uenced by Paul Baran, a renowned 
Marxist economist at Stanford University. Th e Brazilian economist, 
Guido Mantega, believes that both Trotsky and Rosa Luxemburg may 
have infl uenced Frank. He notes that the position of Luxemburg on 
relations between advanced capitalist and colonial precapitalist coun-
tries was similar to the hypothesis of Trotsky on the tendency of the 
capitalist world to stagnate during the early decades of the twenti-
eth century. Luxemburg and Trotsky noted that capitalist accumula-
tion would lead to a polarization of classes on a worldscale.5 Trotsky 
believed that imperialism would impede the advance of the produc-
tive forces in less developed countries. Th ese ideas tend to support the 

5 Geras believes that Rosa Luxemburg was one of the main architects of the theory 
of permanent revolution (4). Further, she was close to Trotsky’s thinking and despite 
some diff erences ‘she did adopt a perspective essentially identical with Trotsky’s the-
ory of permanent revolution’ (1975: 4–5).
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notion of capitalist development of underdevelopment that evolved in 
the work of Frank (1966) and others (Mantega, 1982: 229–230).6

Combined and Uneven Development

Trotsky speaks of two laws related to backwardness and delayed capi-
talist development. ‘Unevenness, the most general law of the historic 
process, reveals itself most sharply and complexly in the destiny of 
the backward countries. Under the whip of external necessity their 
backward culture is compelled to make leaps. From the universal law 
of unevenness thus derives another law which, for the lack of a better 
name, we may call the law of combined development—by which we 
mean a drawing together of the diff erent stages of the journey, a com-
bining of separate steps, an amalgam of archaic and more contempo-
rary forms’ (1959: 4). He notes that combined development is evident 
in the case of Russia: peasant cultivation of the land remained archaic, 
while industry refl ected technology at the level of or even superior to 
advanced countries. Th e rise of the Soviet state was the result of com-
bined development in the form of a mixture of backward elements 
and modern tendencies coming together: ‘a peasant war—that is, a 
movement characteristic of the dawn of bourgeois development—and 
a proletarian insurrection, the movement signalizing its decline. Th at 
is the essence of 1917’ (48).

Th is passage suggests a characterization of these laws as uneven 
and combined development, yet Trotskyist analysis generally refers to 
them as combined and uneven development. Murray Smith considers 
Trotsky’s laws as ‘perhaps his greatest single theoretical contribution’ 
(1981: 46–47), and although not fully worked out in the writings of 
Marx on the Russian peasant commune, he feels that Marx would have 
embraced the laws of combined and uneven development as essential 
to historical materialist theory. Michael Löwy, who lived his early life 
in Brazil and has devoted attention to Latin America, wrote an impor-
tant book, Th e Politics of Combined and Uneven Development (1981) 
that includes an analysis of Mexico and Bolivia as well as the Cuban 
Revolution.

6 Howard and King (1989:223) quote Marx, ‘Th e country that is more developed 
industrially only shows, to the less developed, the image of its own future’, a proposi-
tion adhered to by both Plekhanov and Lenin, but not so by Trotsky in his theory 
of the Russian revolutionary process, fi rst set forth in 1904–1906, which they argue 
approximates his later views.



46 ronald h. chilcote

Other writers, less sympathetic to Trotsky, focus on uneven and 
combined development. Howard and King argue that this idea was 
not introduced solely by Trotsky. Th ey believe that it is found in 
Marx’s Capital where historical materialism is implicitly understood as 
involving a process of uneven and combined development: ‘Epochs of 
transition are those in which two modes of production are combined 
in a single social formation. Th eir uneven development, whereby the 
progressive mode forges ahead and the other stagnates, ultimately 
brings a crisis that can be solved only through social revolution 
(Howard and King, 1989: 230). Th ey identify aspects of these ideas in 
both Plekhanov and Lenin whose perspectives diff ered from Trotsky. 
While Lenin, for example in his Development of Capitalism in Russia 
(1899), sought to show both the extent and underdeveloped nature of 
Russian capitalism, Trotsky instead emphasized its concentrated and 
advanced form in a context of precapitalist agriculture. Lenin based 
the alliance of the proletariat and peasantry on a shared condition 
of backwardness, Trotsky understood the opposite as true. Howard 
and King suggest that Tugan-Baranovsky seems to have infl uenced 
Trotsky, although there is no citation in Trotksy, arguing that it was 
inconceivable that Trotsky had not read Th e Russian Factory in which 
these ideas appeared (228).

Trotsky’s extension of these ideas thus moves beyond the determinist 
view, in Marx and Engels’ Communist Manifesto (1848), of successive 
stages from primitive forms through capitalism, socialism, and eventu-
ally communism. ‘For him Russian modernization was an unbalanced 
process. Some sectors not only leaped ahead of others, they did so by 
absorbing the most advanced attributes . . . Th e core of his argument 
is that a belatedly modernizing Russia develops economic structures 
which are simultaneously the most modern and the most retarded in 
Europe. And it is this unbalanced form from which provides the clue 
to its history and future’ (228).

Th e economist, James O’Connor, who has written an important book 
on the impact of monopoly capital on Cuba prior to its revolution in 
1959 (1970), has also applied uneven and combined development to 
the contemporary ecological crisis. He defi nes uneven development 
‘as the historically produced, uneven, spatial distribution of industry, 
banking, commerce, wealth, consumption, labour relations, political 
confi gurations and so on’ (1989: 1). He refers to some writers who dis-
tinguish between development and underdeveloped categories or rich 
and poor countries. He goes on to suggest that at a more theoretical
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level, uneven development is the exploitative relationship between 
dichotomies of town and country, centre and periphery, developed 
and underdeveloped nations that serve as the basis for the repro-
duction of global capitalism (2). He defi nes combined development 
as combinations of economic, social, and political forms found in 
developed regions as contrasted with those in underdeveloped regions 
that allows capital to maximize profi ts, advance technology, organize 
industry, and ensure a division of labour. He alludes to Marx as fi rst 
setting forth the idea of uneven development, but there is no reference 
to Marx or Trotsky in his discussion of combined development.

Drawing on Marx and Trotsky, Adam Morton (2009) looks at 
uneven development in Mexico. He takes seriously Novack’s assertion 
that uneven and combined development ‘is indispensable for under-
standing the development of Latin America over the past four centu-
ries’ (1976: 103).7 Both Novak and Löwy (1975) rebut Romagnolo’s 
characterization of ‘uneven and combined development’ as ‘fragmen-
tary and undeveloped’ (1975: 8). While concerned with precapitalist 
and capitalist relations in Mexico, Morton also notes the relevance 
of the term in the global capitalist world: ‘Th e uneven tendencies of 
capitalist development have thus unfolded within the framework of 
an already existing world market and international states-system’, and 
he identifi es recent literature to support his assertion. In particular, he 
notes that Trotsky’s attention to the unevenness of historical devel-
opment was adopted by Adolfo Gilly ‘to insert the combination of 
the nationally specifi c development of capitalism in Mexico within its 
uneven mode of insertion into the world market’ (5–7).

Th e Permanent Revolution

Trotsky in his Permanent Revolution (1932) argued that the socialist 
revolution begins on a national level but inevitably extends to other 
countries, especially in the advanced industrial world: ‘A national 
revolution is not a self-contained whole; it is only a link in the inter-
national chain’ (Trotsky, 1964a: 65). Trotsky opposed eff orts to estab-
lish and maintain the reformist democratic stage, arguing that the 

7 Morton (personal communication to Chilcote, February 5, 2009) notes that 
George Novack (1972: 98) looks at the unevenness of development as preceding 
aspects of its combination and that this emphasis is taken up in J. Rosenberg (2005: 
68–69, note 28).
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democratic stage is simply transitory and only the socialist transforma-
tion of society leads to ‘a permanent state of revolutionary development’ 
(Trotsky, 1964a: 63–64; 1964b). Trotsky also set forth a conception of 
development and underdevelopment in his law of uneven and com-
bined development. In History of the Russian Revolution he argued that 
backward countries do not necessarily follow the path of the advanced 
capitalist countries. Th eir path is not predetermined, he believed, and 
they could pass over stages en route to socialism: ‘Th eir development 
as a whole acquires a planless, complex, combined character’ (Trotsky, 
1959: 3). Unevenness is evident especially in ‘backward’ countries. 
Combined development implies diff erent stages drawing together so 
that an amalgam of archaic with more contemporary forms might 
ensue. Trotsky argued that socialism depends largely on the outcome 
of world revolution. Proletarian revolution must spread to backward 
areas. Although backward countries may be the fi rst to establish a pro-
letarian revolution, they may be the last to reach socialism. Backward 
countries, however, need to develop the forces of production in the 
struggle to reach socialism. Th ese notions of development were coun-
terpoised to Stalin’s stage theory of revolution and his assumption of 
a democratic revolution in backward countries independent of a pro-
letarian revolution (Chilcote, 1984: 20).8

Ernest Mandel attempts to clarify the central issue around the the-
ory of permanent revolution by distinguishing among several posi-
tions. Th e Mensheviks argued that because the tasks of the revolution 
are bourgeois democratic, only a bourgeois government and bourgeois 
state can achieve them; eff orts by the working class to take power 
would result in a revolutionary setback. Trotsky countered that the 
bourgeoisie would support the counterrevolution and, further, that 
if the bourgeoisie were to maintain its hegemony within the revolu-
tion, the revolution would collapse. Only the proletariat could lead the 
revolutionary process, allied with the poor peasantry, by destroying 
the bourgeois state and taking over the government. Prior to 1917 
Lenin held an intermediate position, rejecting the proposition that the 
bourgeoisie could carry out the tasks of the national democratic revo-
lution in Russia, but he did not argue that an immediate destruction of 

8 Michael Löwy believes that the Cuban Revolution infl uenced intellectuals since 
it exemplifi es Trotsky’s argument that only a socialist revolution can liberate semi-
colonial countries from imperialism (Löwy, personal communication to Chilcote, 
February 11, 2009).
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the bourgeois state was essential in the revolutionary process. Mandel 
states that Lenin followed a line of ‘bourgeois-democratic republic; 
development of capitalism in Russia; shift  of the workers party into 
the opposition as soon as the democratic revolution triumphed’ (1983: 
451). Until 1916 Lenin accepted the possibility of peasant political 
parties independent of both the bourgeoisie and proletariat, a thesis 
rejected by Trotsky.9

Socialist Transition and Revolution

Th eories of development generally emphasize capitalist develop-
ment, while theories of underdevelopment and dependency stress the 
exploitation of capitalism upon backward countries. Marx and Engels 
advocated development of the forces and means of production, from 
feudalism through capitalism and on to socialism. Generally it was 
assumed that a national or domestic bourgeoisie should evolve to 
bring about capitalist development, as in the case of England and the 
US. Without the democratic bourgeois stage, the forces of production 
must be developed in backward countries in order to reach socialism. 
Trotsky believed that the task would rest with the proletariat together 
with the poor peasantry. He examined paths to revolution. First, con-
spiracy ‘as the deliberate undertaking of a minority to a spontaneous 
movement of the majority’ and which usually results in the replace-
ment of one clique of the same ruling class by another clique. In 
every society, he argued, there are ‘suffi  cient contractions so that a 
conspiracy can take root in its cracks’, and the historical experience is 
illustrated in Spain or Portugal or South America. Second, mass insur-
rection that results in the victory of one social regime over another, 
yet popular insurrection and conspiracy are not in all circumstances 
mutually exclusive: ‘An element of conspiracy almost always enters 
to some degree into any insurrection. Being historically conditioned 

9 Howard and King believe that Trotsky’s view is the ‘most radical statement of rev-
olutionary socialism hitherto to be found in Russian Marxism’ (1989: 223). Democratic 
tasks, they argued, cannot be achieved through a bourgeois republic, but only through 
a socialist revolution. Th ey argue that permanent revolution ‘is in consequence locked 
into a contradiction which can be transcended only if the revolution extends beyond 
national boundaries and becomes uninterrupted or ‘permanent’ in the international 
sphere’ (225). Th us, no socialist revolution would succeed in isolation but only would 
be possible if international capital were weakened by the spread of revolution to other 
parts of the world (233). Th e socialist revolution could begin in individual countries 
but could only be achieved on a world scale (Callinicos, 1990: 11).
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by a certain stage in the growth of a revolution, a mass insurrection 
is never purely spontaneous. . . . But a mass insurrection can be fore-
seen and prepared. It can be organized in advance. In this case the 
conspiracy is subordinate to the insurrection, serves it, smooths its 
path, hastens its victory. Th e higher the political level of a revolution-
ary movement and the more serious its leadership, the greater will 
be the place occupied by conspiracy in a popular insurrection. It is 
very necessary to understand the relations between insurrection and 
conspiracy, both as they oppose and as they supplement each other.’ 
History, he suggests, that in certain conditions a popular insurrection 
can be victorious even without a conspiracy: ‘Arising spontaneously 
out of the universal indignation, the scattered protests, demonstra-
tions, strikes, street fi ghts, an insurrection can draw in a part of the 
army, paralyze the forces of the enemy, and overthrow the old power. 
To a certain degree this is what happened in February 1917 in Russia’ 
(1959: 304–305). He goes on to contrast the role of the bourgeoisie and 
the proletariat in revolution: ‘Th e bourgeoisie may win the power in a 
revolution not because it is revolutionary, but because it is bourgeois. 
It has in its possession property, education, the press, a network of 
strategic positions, a hierarchy of institutions. Quite otherwise with 
the proletariat. Deprived in the nature of things of all social advan-
tages, an insurrectionary proletariat can count only on its numbers, 
its solidarity, its cadres, its offi  cial staff ’ (306).10

At its founding congress in 1938, the Fourth International set 
forth a revolutionary program for the transition to socialism, which 
emphasized socialism rather than a bourgeois democratic program 
(Frank, 1979). Trotsky observed that the capitalist world faced fas-
cism or socialism, which left  the proletariat with no other alternative 
than a turn to socialism and the socialist revolution. In the revolu-
tionary program Trotsky further developed the idea of combined and 
unequal development in backward countries, arguing that the prole-
tariat would elaborate policies that combined the elementary struggles 

10 Jon Elster sets out to examine the question, raised by Trotsky that ‘the coming 
transition from capitalism to communism was crucially dependent on . . . an advanced 
centre and a backward periphery’ (1986: 55). He does not believe that the theory of 
uneven and combined development explains any particular transition. Further, that 
Trotsky failed in his assumption that advance could be attained through the revo-
lutionary potential of the backward countries combining with the highly developed 
technology of the advanced countries.
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of national independence and bourgeois democracy with the socialist 
struggle against world imperialism. Th us the democratic revolution 
would evolve through the rule of the proletariat. He argued that bour-
geois liberalism was possible in privileged capitalist countries. He rec-
ognized but did not elaborate on the proposition that the survival of 
capitalism in the dominant metropoles depended not only on profi t at 
home but on the higher rate of surplus value possible through exploi-
tation in the colonies.

Trotskyist Infl uence in Latin America

Trotsky challenged orthodox ideas about development in Russia and 
Europe, but he was also concerned with Latin America, especially aft er 
reaching Mexico in 1937. In a collection of essays entitled Por los esta-
dos unidos socialistas de América Latina (1961). Trotsky outlines his 
strategy for socialism in Latin America, including attention to particu-
lar countries. He argues that in Latin America the best way to fi ght fas-
cism is to struggle against imperialism and to implement an agrarian 
revolution, and he points to Mexico as an example of a ‘semicolonial’ 
country that was able ‘to break its servile dependency, give land to the 
peasants, and elevate the Indians to ‘the highest level of civilization’ 
(1961: 13). Th e principal task of backward countries, he argues, is to 
struggle against foreign capital and to recognize that industrialization 
depends less on the bourgeoisie than on the proletariat. Th e role of the 
state is to work with the working class to resist imperialism (15). In the 
backward areas, he argued, the proletariat must have the collaboration 
of the proletariat of the metropolitan centres and of the working class 
of the whole world (31).

Th e problems of the agrarian revolution are connected to the anti-
imperialist struggle against both England and the US. He delves into 
a brief analysis of the ‘semifascist’ regime of Getúlio Vargas in Brazil, 
suggesting that its nationalist sentiment may serve the antiimperialist 
struggle. He looks at the role of peasants in Bolivia and advocates their 
retaining their small individual parcels while also organizing into col-
lective farms carved out of the large latifundios (39).

We may ask to what extent were Trotsky’s ideas of importance to 
Latin American thinking that challenged orthodox ideas about capi-
talist development? Munck ((1984: 11) believes that the Peruvian 
independent Marxist, José Carlos Mariátegui, was ‘close to Trotsky’s 
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conception of permanent revolution’ in that his analysis emphasized 
autonomy from the Stalinist conception of a national-bourgeois and 
democratic party. He argues that there is widespread consensus in 
Latin America over the question of the combined and uneven nature 
of Latin American development, due principally to the popularity of 
dependency theory that ‘owes a lot to the Trotskyist analysis’ (114).

Latin American writers have searched for autonomy and a way to 
develop without being dependent on the advanced capitalist nations, 
especially the US. Th e thrust of their understanding oft en appeared in 
tandem with some of the Trotsky outlook, but in reality most of them 
probably were unfamiliar with his ideas. References to Trotsky do not 
appear in their writings; and Marx is rarely cited. One such example was 
Raúl Prebisch, the Argentine economist who in response to frustration 
over the inability of capitalism to modernize Latin America off ered a 
structuralist approach by distinguishing the advanced capitalist cen-
tres from the backward periphery. He was concerned with import sub-
stitution and imposing tariff s within Latin America so that a capitalist 
infrastructure could evolve autonomously and a national bourgeoisie 
could lead national development. Undoubtedly this formulation was 
of interest to André Gunder Frank, who during the early 1960s trav-
elled to Latin America, Brazil in particular, and soon thereaft er craft ed 
his notion of capitalist development of underdevelopment (1966). His 
dichotomy involved capitalist centres called metropoles and backward 
peripheries called satellites. Undoubtedly, the ideas of backwardness 
and surplus in Baran’s work infl uenced his formulation, and although 
he did not attribute any infl uence of Trotsky to his thinking, it has 
been suggested by Guido Mantega (1982: 157) that propositions set 
forth by Trotsky (above) were explained in more detail by Frank and 
the Brazilian political economist Ruy Mauro Marini. Marini (1973 and 
1978) off ered a variant of combined and uneven development with the 
elaboration of the theory of superexploitation of peripheral workers, 
wherein he also presented his thesis of subimperialism whereby the 
development of the Brazilian forces of production are tied to surplus 
extraction from neighboring countries. Th ese ideas were similar to the 
conceptions of Leon Trotsky, reproduced in the theses of the Fourth 
International.

Mantega also shows the similarity of ideas in Th eotônio dos Santos 
and others who advocate a theory of dependency to fundamental 
Trotskyist assumptions. Dos Santos (1970) identifi ed historical forms 
of dependency, emphasizing the new dependency, as an explanation 
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for Latin American backwardness.11 Th e Mexican anthropologist, 
Rodolfo Stavenhagen (1968), challenged prevailing notions of back-
wardness, while sociologist Pablo González Casanova ((1970) adopted 
the concept of internal colonialism to explain the dichotomy between 
metropoles and satellites. Th ese thinkers do not explicitly cite Marx, 
Lenin or Trotsky in their writings, but in a common search for an 
explanation to the backwardness of their countries, they imply that 
development of backward nations is not predetermined, stages can be 
skipped en route to socialism, that development may be uneven, even 
without planning, complex and combined in character, and that at 
least by implication a socialist revolution is attainable.

Trotskyist movements in Latin America have been evident since 
about 1929 when Trotsky went into exile, and opposition to the 
emerging Communist parties appeared. In 1931 a split within the 
Chilean Communist Party resulted in the formation of the Izquierda 
Comunista that organized as a workers party and advanced the cause 
of peasants and Indians but dissolved a few years later as its Trotskyist 
leaders joined the Chilean Socialist Party. Th e principal lines of early 
Trotskyism revolved around Juan Posadas, Jorge Abelardo Ramos, and 
Nahuel Moreno in Argentina, Mário Pedrosa in Brazil, Luis Vitale in 
Chile, Sandino Junco in Cuba, and Guilhermo Lora in Bolivia. A cen-
tral issue of Trotskyism related to national liberation, a line supported 
by Ramos whose movement constituted a left  wing of Peronism, which 
it envisaged as an anti-imperialist front. A proletarian tendency, how-
ever, opposed any alliance with nationalist movements unless hege-
mony of the proletariat were assured.

Th ese and other political positions divided Trotskyists not only in 
Argentina but elsewhere during the 1950s.12 In 1953 the Partido Obrero 
Revolucionario (POR) of Bolivia, for instance, divided into two fac-
tions, one led by Hugo González Moscoso, became the offi  cial line and 
supported Michel Raptis (1974) or Pablo, and the other, led by Lora, 
emphasized the need to organize a proletarian party before fomenting 
an insurrection and seizing power. In 1963 Trotskyists joined with the 

11 Dos Santos would insist that fundamentally he does not agree with Trotsky 
assumptions. In practice, he was infl uenced by the possibility of democratic socialism 
and the idea that a national bourgeoisie would be instrumental in building the forces 
of production en route to socialism in Brazil.

12 Michael Lôwy analyzes these divisions in an undated and unpublished paper in 
his personal archive that he shared with me, entitled “La quatriéme internationale en 
Amerique Latine: Les années 50.”
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MR-13 in Guatemala to proclaim the socialist nature of revolution and 
to build a workers’ party from the guerrilla movement. In Peru two 
Trotskyist tendencies appeared in 1960, one led by Ismael Frias who 
sought association with the reformist APRA and the other involving 
Hugo Blanco (1972) and the organization of militant peasant unions 
in the La Convención area of the Andes. Although both movements 
eventually were repressed, Peruvian Trotskyists demonstrated that 
peasant militias could be closely linked to the needs of the masses, in 
contrast to the confrontational strategy of guerrilla warfare modeled 
on the experience of the Cuban Revolution (see Munck, 1984: 79–117 
for an extensive discussion of these currents and also Chilcote, 1993: 
173–174 which covers the above).

Infl uenced by the resolution of the Tricontinental or Organización 
Latinoamericana de Solidaridad (OLAS) and the Castroist revolution-
ary current, in 1969, the Fourth International uncritically adopted a line 
of prolonged civil war through guerrilla warfare. Th is led to the forma-
tion of the Partido Revolucionario de Trabajadores or Revolutionary 
Workers Party (PRT) and its armed wing, the Ejército Revolucionario 
del Pueblo (ERP) in Argentina although this movement exited from 
the Fourth International in 1973. A rival group, the Partido Socialista 
de Trabajadores or Socialist Workers’ Party (PST), led by Moreno 
(1974), participated in the 1973 elections, obtaining 150,000 votes. 
Although these contrasting perspectives (armed struggle versus elec-
toral participation) divided the Trotskyist movement, both organiza-
tions collapsed in the face of brutal repression generated by the 1976 
coup. In Chile, Vitale urged Trotskyists to work with the Socialist Party 
under the UP rather than form an independent revolutionary party. 
A small group of Trotskyists, however, formed the Liga Comunista 
de Chile or Communist League of Chile (LCC), which was active in 
the resistance aft er the September 1973 coup. In 1975 a coalition of 
Trotskyist groups, including the Partido Obrero Revolucionario or 
Revolutionary Workers Party (POR) of Lora reaffi  rmed his orthodox 
positions on the nature of the anti-imperialist struggle and attacked 
mainstream Trotskyist currents in Latin America that had advocated 
‘focist adventurism’. In Mexico, the PRT evolved out of the student 
struggles in 1968 and achieved prominence as a revolutionary group of 
several thousand members to the left  of the communist party. Munck 
characterized the PRT as ‘carrying out a Marxist orientation which is 
principled yet infl exible, orthodox yet creative . . . without falling into 
the false activism of ultra-left ism’ (1984: 110).
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Clearly one of the important advances of Trotskyism in Latin 
America was its break from Stalinist and orthodox emphasis on a the-
ory of stages, as represented in the revolutionary program called the 
Th eses of Pulacayo that combined a revolutionary Marxist program 
with emphasis on an evolving Bolivian proletariat that was approved 
by the POR in 1964. Munck (1984: 86–87) calls it ‘one of the most 
remarkable documents in the history of the working-class movement 
in Latin America’ and he quotes from Lora (1977: 246–247) a passage 
from its founding document: ‘Bolivia is a backward capitalist coun-
try. . . . Bolivia is only another link in the world capitalist chain’ and the 
proletariat ‘constitutes the revolutionary class’. Today in Bolivia with 
the rise of a left ist president, Evo Morales, the POR remains active 
with frequent position statements, criticism, and analyses by César 
Uscamayta and his Prensa Obrera in La Paz (see http://amr-bolivia.
blogspot.com).

Th e Argentines

Major lines of Trotskyist thinking have prevailed in Argentina, mani-
fested through intellectuals, academics, and students, usually in small 
parties and labour movements, oft en obscured by national politics, 
but at times of crisis conspicuous for ideas and analysis (Caggiola, 
1983; Peñalosa, 1983; Valle, 1981). Th e ensuing discussion focuses on 
several important personalities. Silvio Frondizi, an Argentina Marxist 
opposed to intransigent policies of Argentine Communists, drew upon 
Trotsky’s writings and focused on questions of underdevelopment and 
dependency. His early thinking appeared in an essay on world inte-
gration and capitalism (Frondizi, 1947), in which he emphasized the 
contradictions in British commercial imperialism and in US industrial 
imperialism. He also examined the ties between imperialism and the 
national bourgeoisie in colonial and semi-colonial countries, which led 
to his criticism of the national bourgeoisie and the thesis of dual society 
advocated by the Communist parties in Latin America. Donald Hodges 
(1974: 98–99) has suggested that Frondizi was the fi rst to advocate the 
idea of a new dependency, later to appear in the writings of Brazilian 
social scientist, Th eotônio dos Santos. Frondizi was a leader of a small 
intellectual current, Praxis, together with Trotskyists Milcíades Peña 
and Nahuel Moreno (Hugo Bressano). Peña and Moreno had also 
emphasized the signifi cance of British commercial imperialism and 
US industrial imperialism in Argentina. Within Praxis they contested 
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the Stalinist line of the Partido Comunista Argentino, and their ideas 
had much in common with Trotskyism, although one of Frondizi’s 
close associates, Marcos Kaplan, insists that Frondizi never formally 
associated with the Fourth International (Interview with Chilcote, Rio 
de Janeiro, August 14, 1982).

Frondizi’s essay on world integration was a response to Argentine 
Communist leader, Rodolfo Ghioldi, who had responded to an earlier 
version in the Communist daily, La Hora (March 16, 1947). Frondizi 
argued that early capitalism, based on free competition, could only 
survive in backward countries with unlimited expansion of produc-
tion. Th is form of capitalism was constrained not only by the low level 
of productive forces and technology but also by its own capitalist form. 
He also described a more advanced period of capitalism, represented 
by the formation of national imperialist systems and the substitution 
of monopolies for individual producers. Finally, a third period was 
evident aft er the Second World War in which world capitalism became 
dominate, and the US assumed leadership of the capitalist world and 
dominance over subjugated nations.

In the elaboration of his thinking, Frondizi in La realidad argentina 
demonstrated the inadequacy of the Argentine bourgeoisie to the task 
of carrying out the bourgeois democratic revolution because of their 
direct dependency on international monopoly capitalism (Frondizi, 
1957, l: 333). He believed that the semicolonial and colonial nations 
of the periphery did not benefi t from the bourgeois-democratic rev-
olution because of their economic and political dependence. Th ese 
nations suff ered ‘a tremendous deforming impact, economically and 
politically’ (Frondizi, 1957, l: 27).

Frondizi elaborated a theory of the relationship of dependent, 
peripheral, and underdeveloped nations to dominant, central, and 
advanced ones by showing how monopoly capital and imperialism 
cause the disintegration of national capital. He believed that interven-
tion by the state, subsidization and reformist policies were useless so 
that the only solution lay in the path to socialism. He set forth the 
requirements for a transition to socialism, including identifi cation of 
the conditions for revolution, the seizure of power by the proletariat 
(Frondizi, 1957: Vol. 2).

Luis Vitale, born in Argentina in 1927, was involved in several 
movements affi  liated with the Fourth International, and later became 
a naturalized citizen of Chile where he wrote an impressive six-volume 
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history of Chile (1967). He was particularly infl uential with an essay 
(1968) that examined a number of premises about backwardness in 
Latin America. He argued against the prevailing premise that feudal-
ism was transplanted from medieval Spain to the New World and that 
a feudal aristocracy had ruled in Latin America and continued to rule 
until the twentieth century, thus obstructing capitalism and the rise 
of a national bourgeoisie. He believed that a primitive capitalism had 
existed since the fi ft eenth century, that the conquest of the Americas 
was associated with exploitation and commercialization of precious 
metals, and that Spanish America was ruled, not by feudal lords, but 
by a commercial bourgeoisie whose source of wealth was exports. 
Since independence this ruling bourgeoisie had remained dependent 
on the world market and this in turn contributed to the backward-
ness of the continent. A struggle against the bourgeoisie would lead 
to a break with imperialism: ‘Agrarian reform and the expulsion of 
imperialism is, and will always be, against the bourgeoisie rather than 
in its favour . . .’ (1968: 42).

Th e renowned Argentine revolutionary, Ernesto ‘Che’ Guevara, 
wrote on socialist man, set forth a manual on guerrilla warfare, but 
embodied in practice the struggle against imperialism and the possi-
bility of insurrection as a means of building socialism in many places. 
His success alongside Fidel Castro brought their revolution to power 
in Cuba in 1959, although in 1967 he died fi ghting to bring about rev-
olution in Bolivia. Michael Löwy (who spent his early years in Brazil ) 
shows parallels in the thinking of Trotsky and Guevara. Critical of the 
national bourgeoisie, Che believed in a socialist revolution that Löwy 
describes as ‘in line with . . . Trotsky’s theory of the permanent revolu-
tion’ (1984: 83). In line with the idea that the socialist revolution may 
begin on a national level but ultimately spreads to other countries, 
Che’s overall strategy in a war against imperialism involved the cre-
ation of ‘two, three, several Vietnams, in order to compel imperial-
ism to disperse its forces’ (110). One of Che’s biographers, Jon Lee 
Anderson, reminds us that in the depths of the Bolivian rain forest 
in a skirmish with pursuers, Che lost a volume by Trotsky he had 
been reading (1997: 721). Although Che never referred to himself as 
a Trotskyist, another of his biographers, Carlos Castañeda, mentions 
his contact with Trotskyists in Argentina during January 1964 (1997: 
248) and refers to an interview with Che’s aide Benigno, who recalls 
in 1965 that Che was accused of being a Trotskyist: ‘Th e one they call 
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Trotsky, and they said to Che that he was a Trotskyist. . . . Raúl was the 
one who said he was a Trotskyist, that his ideas made it clear that he 
was a Trotskyist’ (296).13

With the fall of the Berlin wall and the Soviet Union and Eastern 
Europe, a Cuban Marxist, Célia Hart Santamaría discovered Trotsky 
and until her tragic death late in 2008 opened a dialogue on the role 
of Trotsky in the Latin American revolution, and she related Trotsky 
to Che: ‘I don’t think there is a more convincing practical application 
of permanent revolution than that carried out by this great revolution-
ary and hero of the youth of the twentieth century. . . . It was clear to 
Che that a true revolution and true socialism were not exclusive to 
the borders of my country or my continent. Th e fl ag of this legend 
charged with romanticism, and purity was interpreted from all angles. 
It promoted Latin Americanism and anti-imperialism’ (2004). Hart 
considered the Bolivarian Revolution of Hugo Chávez in Venezuela 
as a basis for Latin American unity as long as it does not compromise 
with imperialism. She reminds us that Trotsky also dreamed of this 
unity while in Mexico and that although Stalinism had silenced him, 
his ideas would be in revolutions that will arise sooner or later: ‘We 
will take him up from this silence and make him be seen, without con-
sidering him a terrorist. A strange thing that the imperialists and the 
Stalinists were in agreement in calling him a terrorist. A point in our 
favour’. In her reading of Trotsky she found his writings familiar along 
the same lines of Che Guevara’s works. She felt that their ideas had 
been distorted, and that it was essential to discern concepts that she 
had grasped from Che Guevara about the permanent revolution, the 
combined and uneven development of backward capitalist countries, 
internationalism, or his attacks on Soviet bureaucracy. One should 
recognize ‘his sense of internationalism as a pressing need to continue 
the revolutionary struggle, a militant internationalism committed in 
every aspect’. Hart (2007) also criticized the Trotskyist left , especially 
in Argentina,14 for viewing Che only as a martyr or hero without rec-
ognizing his contributions to revolutionary theory. She argued that 

13 Publishing houses infl uenced by Trotsky, such as Pathfi nder Press and Ocean 
Press, have emphasized the thought and writing of Guevara through translation and 
reprinting of his work and works about him by others. During a 1987 conference in 
Havana, I noted similarities in Guevara’s outlook and Trotsky’s view of permanent 
revolution, only to be vehemently rebutted by a hard-line Cuban Communist.

14 In the late 1970s Adolfo Gilly, another Argentine once of Trotskyist persuasion, 
had criticized Trotskyist intervention in Guatemala, identifying subjective, vanguard-
ist, sectarian, and bureaucratic errors (Munck, 1984:94).
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both Che and Trotsky defended the right of the exploited to violence 
against the exploiters: ‘I come from the Cuban Revolution and high-
light Trotsky without being a member of any Trotskyist party. I’m just 
pointing out that my Trotskyist comrades should see in Che Guevara 
a comrade-in-arms, read his works and realize that no two ways of 
thinking are more similar than theirs. Even their contradictions reveal 
they follow a single road and off er similar solutions to the same prob-
lems, each in his own day. And the same goes to Che Guevara’s fol-
lowers: get to know Leon Trotsky a little beyond your parties instead 
of rejecting him per se. . . . We should coin a term to refer to all those 
Marxists who strayed from Moscow’s offi  cial line and kept swimming 
against the tide despite their Communist orthodoxy. In fact, the push-
ers of the offi  cial line accused Che, Mella, and many others of being 
Trotskyist? Could it be that they were right?’

Th e Brazilians

Trotsky does not hold a major presence among Brazilian intellectuals 
and workers, but his followers were active since the founding of the 
Partido Comunista Brasileiro (PCB) in 1922. Cândido Filho (1982) 
identifi es Brazilian intellectuals as major fi gures in the Trotskyist 
movement. Most of them broke from the PCB in 1928 (1982: 163–
165): Aristides Lobo, Lívio Xavier, Patricia Galvão, Geraldo Ferraz, 
Plínio Melo, Mário Pedrosa, Edmundo Moniz (1980), Febus Gikovate; 
and labour leaders such as João da Costa Pimenta, Joaquim Barbosa 
and Hilcar Leite. In 1937–1938 another schism involved Hermínio 
Sacchetta, who had headed the PCB in São Paulo, but left  the party 
to organize the Partido Socialista Revolucionário that Mário Pedrosa 
considered as a splinter group of the Brazilian Trotskyist movement.15 
Sachetta accepted the position that unconditional support should be 
given to the defense of the Soviet Union, while Pedrosa and Moniz 
diff ered in their belief that the state bureaucracy there would become a 
governing class which would interfere with the realization of a workers 
or socialist state (Dulles, 1983: 167–168).

Details of Trotskyist activity in Brazil are elaborated in Gorender 
(1987) who identifi es an orthodox current, the Partido Socialista 
Revolucionário (Trotskista), the PSR(T) which aggregated students 

15 Pedrosa who represented ‘the continuity of the revolution’ in Em Tempo No 140 
(November 12 to December 2, 1981) was a member of the fi rst executive committee 
of the Fourth International in 1938.
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and intellectuals associated with the Fourth International, but it dis-
banded in 1953. Two years later Sachetta, together with Paul Singer, 
Michael Lówy, and others founded the Liga Socialista Independente of 
Luxumburguist orientation. Orthodox Trotskyists formed the Partido 
Operário Revolucionário (POR), which published Frente Operário and 
was oriented to the line of Juan Posadas and the third world perspec-
tive of world revolution, inspired by the Cuban Revolution. About 1962 
an independent current also appeared, inspired by Rosa Luxemburg, 
Bukharin and others and led by intellectuals from Rio de Janeiro, São 
Paulo, and Minas Gerais who in reaction to the reformist theses of the 
Brazilian Communist Party founded the Organização Revolucionária 
Marxista (ORM) and a periodical (initially a newspaper and later a 
magazine) called Política Operária. Th e full name of this group thus 
was Organização Revolucionária Marxista Política Operária, but it was 
generally known by the name of Política Operária (POLOP), included 
young intellectuals Vânia Bambira, Moniz Bandeira (1978), Juárez 
Guimarães de Brito, Michael Löwy, Ruy Mauro Marini, Eder Sader, 
Emir Sader, and Th eotônio dos Santos. Eric Sachs, a dissident com-
munist of German origin and living in Brazil with the pseudonym, 
Ernesto Martins, was infl uential. Th e ORM-POLOP held three confer-
ences (1961, 1963 and 1964). It concentrated on a critique of reform-
ism and nationalism, yet according to Gorender (1987: 36), it was 
unable to elaborate a viable alternative and tended to isolate itself.

In recounting these past moments Emir Sader has noted outside 
Trotskyist infl uence in the POLOP movement. Moniz Bandeira was 
the principal Trotskyist fi gure at that time. Sader was active as both 
Leninist and Trotskyist and explains the incorporation of Trotsky and 
Gramsci and others because their thinking tended to reinforce criti-
cisms of the Soviet Union and the orthodox communist parties. Th e 
Posadistas did not enter into this movement, but there was a current in 
Brazil. Ruy Mauro worked to organize a propaganda arm ( foco milita-
rista) to mobilize military people, especially in Rio. He was imprisoned 
in 1964, and a year later he left  the country. Th eotonio had already left  
(Interview with Emir Sader, Rio de Janeiro, July 29, 1991).

Confi rming that Trotskyist infl uence was evident within POLOP, 
Marini has argued it was not a dominant infl uence. He himself was 
more Leninist at the time, and there was the great infl uence of Erich 
Sachs. Trotsky’s criticism was used to attack the PCB. Th e permanent 
revolution was not so important, but the idea of combined and uneven 
development was. Th is came from Trotsky, but Lenin also used this 
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idea in his works aft er Luxemburg (Moniz, 1980), and later Trotsky 
employed the concept. Marini translated some of the texts of Trotsky 
and Lenin on imperialism. He believes that POLOP was important in 
the formation of the idea of dependency. Th eoretical interest at the 
time focused more on the ideas of Baran and Paul Sweezy than those 
of Trotsky, because of their contemporary analysis of the capitalist 
system. When Frank arrived in 1963, he was very infl uenced by Baran, 
and he learned from and was deeply infl uenced by the Rio intellectuals. 
He drew from the ideas of POLOP, Lenin, and other authors. His early 
writing appeared in Revista Brasiliense, edited by the renowned histo-
rian, Caio Prado Jr., a Communist whose ideas (1966) clashed with the 
line of his party and was infl uential. So too was another Communist, 
Nelson Werneck Sodré, who was a major fi gure within the Instituto 
Superior de Estudos Brasileiros or Superior Institute of Brazilian 
Studies (ISEB), a Rio thinktank noted for its mission of formulating 
an ideology of developmental nationalism in Brazil. Marini felt it nec-
essary to reformulate analysis of what capitalism is in Brazil, to devise 
a strategy and a program; he believed that this is what POLOP gave to 
the left  and to the possibility of socialism in Brazil. Marini mentions 
that the Argentinian magazine, Praxis, was important prior to the for-
mation of POLOP and that one of its participants, Marcos Kaplan, had 
attended the fi rst congress of POLOP in January 1961: ‘Th is was the 
beginning of our outreach internationally. Th e work of Silvio Frondizi 
was also important for us and for the theory of dependency together 
with the ideas of ECLA and ISEB’ (Interview, Ruy Mauro Marini, Rio 
de Janeiro, July 30, 1991). Marini elaborated his ideas on subimpe-
rialism before seeking exile in Mexico in 1965. Th eotônio began to 
write in 1966 on the new dependency: ‘We took these ideas abroad in 
the search of a new theory of dependency. Th e theory of dependency 
was never an academic theory. It was a political endeavor. An attempt 
to develop a non-communist revolutionary theory’. He remained in 
Mexico until 1969 and then moved to Chile to work with Dos Santos 
until Salvador Allende was deposed in late 1973.

Th e dean of Brazilian sociology, Florestán Fernandes, referred to his 
early affi  liation with Trotskyism in an interview with various Brazilian 
intellectuals (1981a: 18–23) as well as in his interview with me (São 
Paulo, September 26, 1983), and there is a reference to Trotsky in his 
A revolução burguesa no Brasil (1981b). In a discussion of his early 
years he explains the interest in the PCB and its renowned leader 
Luiz Carlos Prestes. Th e PCB did not attract the radical youth of that 
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period. Aft er the Estado Novo the PCB moved toward groups support-
ing Getúlio Vargas: ‘I joined an extreme left  Trotskyist group during 
that time, called Coligiação Democrática Radical and remained with 
it until about 1940. I always maintained contact with other groups, 
for example the anarchists, the socialists and the old militants who 
were not of my generation. I circulated with left  people, except for the 
PCB . . . but I was known for my Trotskyist orientation’ (1981a: 18). 
He explained that few of his fellow activist students knew anything 
of Marxism during his intellectual activities during the 1950s. Once 
he withdrew from Trotskyism, he became marginalized from political 
activities. He had wanted to join the PCB but felt that their positions 
were oft en negative, and he remained outside the party: ‘I discussed 
this dilemma frequently with António Candido, initially when I joined 
the Trotskyist group. His preference was for revolutionary socialism. 
Aft er I abandoned Trotskyism, we talked again, and he encouraged 
me to carry on with my intellectual work and dedicate myself to my 
academic career’ (19). In response to a question summarizing his posi-
tion that the political parties did not off er solutions, he was asked why 
the intellectual was unable to fi ll this space, and he responded that the 
intellectual could not do so nor could he form his own movement in 
a society of classes in which the worker could not politically mature 
and develop as an independent class (23).

Final Th oughts

First, there appears to be a relationship between the theory of perma-
nent revolution and the model of capitalist development of under-
development, which refl ects one major strand of dependency theory, 
particularly evident in the thought of Frank and Marini. Trotsky 
departed from the idea of a world capitalist system constituting a total-
ity subject to unequal and combined development where the advanced 
countries would continue to develop at the expense of the exploitation 
of the colonies and backward semicolonial areas. Th is is similar to the 
metropolis-satellite conception in Frank’s thesis on capitalist develop-
ment of underdevelopment (1967) where the metropolis exploits the 
surplus of the satellites that in turn become underdeveloped.

Second, inherent in the theory of the permanent revolution is the 
belief that the colonial and semicolonial bourgeoisie is incapable of 
leading the revolutionary process in the sense of the bourgeoisie fulfi ll-
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ing its principal historical task of carrying out a bourgeois democratic 
revolution. Given this circumstance, Mantega argues that Trotsky, 
Frank, and Marini all emphasize the role of the proletariat in bring-
ing about the necessary transformation through a socialist revolution, 
thereby liberating the productive forces from capitalism. Yet Marco 
Aurélio Garcia insists that Marini sought to distinguish himself from 
Trotskyism by making an unfavourable criticism of the theory of per-
manent revolution as economistic, although he notes that Marini used 
the idea of antagonistic cooperation in a form parallel to the theory 
of combined and uneven development to characterize the relations 
between the Brazilian bourgeoisie and capitalism. Garcia also affi  rmed 
that Trotskyist infl uence on dependency theory was greater than 
that of Lenin because ‘Lenin dealt with dependency in very general 
terms, while Trotsky attempted to study dependency more concretely 
by describing its internal mechanisms’ (Interview with Chilcote, 
Campinas, Brazil, September 12, 1984).16

Th ird, near the end of his life and just prior to the Second World 
War, Trotsky noted a profound crisis in that the democratic regimes 
of the centre had to continue to exploit the periphery whose surplus 
would allow for mitigation of the class struggle in the periphery. Th e 
left  needed to fi ght against fascism as well as imperialism (Trotsky, 
1961: 13) because the bourgeoisies in some advanced countries such 
as Germany and Italy (which had lost their colonies) had to turn from 
democracy to fascism in order to continue with exploitation of the 
periphery. Likewise, in peripheral countries like Argentina and Brazil 
the bourgeoisies turned to fascism, a thesis developed by Dos Santos 
(1973). Th us, fascism allowed for the development of conditions of 
superexploitation, as elaborated by Trotsky, Dos Santos and Marini 
who noted similarly that the human productive forces had ceased to 
grow and that an alternative was necessary.

Fourth, Trotsky’s notion of a permanent worldwide revolution was 
tied to the strategic role of countries in the underdeveloped periphery 
that broke their ties with the metropoles and precipitated a collapse 

16 Garcia, an astute political observer and essential organizer of the Partido dos 
Trabalhadores (PT); for Trotskyist infl uences within the PT, see Santos and Vidal, 
1982. Garcia also helped organized the Arquivo Edgard Leunroth, Centro de 
Documentação e Pesquisa em História Social, Universidade Estadual de Campinas 
(UNICAMP), which holds important documentation of the Brazilian left  and has pub-
lished Cadernos de Arquivo Edgard Leuenroth (No. 1 dated July 1983).
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of imperialism. Marini stressed socialist revolution in the peripheral 
countries, arguing that this would lead to world revolution and bring 
about socialist revolution in backward countries (Mantega, 1982: 227). 
Mantega also notes that Trotsky’s theory of permanent revolution 
projected an immediate transition to socialism without the bourgeois 
transformations suggested by Lenin, a proposition that divided the 
Brazilian left  (1982: 136).

Dos Santos accepted the Marxist theory of the expansion of impe-
rialist centres and their domination over the world economy but also 
looked for a theory that addressed the laws of internal development in 
countries aff ected by that expansion: ‘Th e relation of interdependence 
between two or more economies, and between these and world trade, 
assumes the form of dependence when some countries (the dominant 
ones) can expand and can be self-sustaining while other countries (the 
dependent ones) can do this only as a refl ection of that expansion, 
which can have either a positive or negative eff ect on their immediate 
development’ (Dos Santos, 1970: 231). Instead of emphasizing capi-
talism in the image of the advanced countries as a means for over-
coming backwardness, he stressed the unequal nature of development, 
evident in Trotskyist writing, although he has denied in a personal 
conversation any Trotskyist infl uence upon his thinking (Interview 
with Chilcote, Rio de Janeiro, July 7, 1995). Marco Aurélio Garcia, 
agrees that Dos Santos, having emanated from the youth movement 
of the Partido Trabalhista Brasileiro (PTB) was not infl uenced by 
Trotskyism and eventually became anti-Trotskyist (Interview with 
Chilcote, Campinas, September 12, 1984). Garcia off ers an historical 
overview of Trotskyism in Brazil, noting its strength in the 1930s and 
the 1980s. In the latter period several currents prevailed, including the 
Alicerce da Juventude Socialista, linked internationally with Nahuel 
Moreno; the Causa Operária and its journal of the same name; and 
Democracia Socialista, linked to the publication Em Tempo.

All these ideas on underdevelopment were part of an attack by inde-
pendent left  intellectuals on the intransigent positions of the PCB, par-
ticularly on the questions of semifeudalism as a basis for backwardness 
and the promise of the national bourgeoisie fulfi lling its historical role 
in the capitalist transformation. Mantega maintains that these ideas 
were largely inspired by the thought of Trotsky that the proletariat 
under certain conditions could rise to power prior to the proletariat 
of advanced countries, a thesis defended by Trotsky in 1906 where he 
argued that Russian backwardness was not an obstacle to the socialist 
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revolution. He believed that under certain circumstances the low level 
of capitalist development in Russia could lead to a rapid rise to power 
of the proletariat. Trotsky (like Lenin) argued that despite its back-
wardness Russia had indeed developed some industrialization along 
capitalist lines in the last decades of the nineteenth century, especially 
in Moscow and St. Petersburg where a large proletariat had devel-
oped along with a weak bourgeoisie, and industrialization was largely 
implanted by foreign capital aided by the state. Th us the bourgeoisie 
could not eliminate feudal remnants because it was weak at the time. 
Th is gave the proletariat the opportunity to bring about revolution-
ary change. In the Permanent Revolution, Trotsky elaborated this idea 
by arguing that the delayed bourgeois revolution in Russia could be 
advanced through the proletariat, specifi cally its objectives would be 
the achievement of the agrarian reform and the democratic reconstruc-
tion of the state. Agrarian reform implied the nationalization of prop-
erty and elimination of income diff erences. Th ese diff erent patterns of 
progress illustrate the idea of combined and uneven capitalist develop-
ment on a world scale, where the colonies and former colonies feed 
the accumulation of the imperialist metropoles at their own expense 
so that peripheral capitalism remains weak, precluding the bourgeoisie 
from fulfi lling the tasks of a democratic revolution. Mantega claims 
that Trotsky ‘interprets capitalism in its imperialist phase as an inter-
national system articulated by ties of domination and dependency’ 
(1982: 143), and he shows the impossibility of a democratic national 
revolutionary full democracy in the backward countries.





CHAPTER FOUR

CAPITALISM, PRIMITIVE ACCUMULATION AND 
UNFREE LABOUR

Tom Brass

Introduction

Anyone writing about the shape of a 21st century labour regime is 
faced with a rather obvious contradiction. On the one hand, much 
political economy insists that to operate effi  ciently, a ‘fully functioning’ 
capitalist enterprise needs workers who are free. On the other, there 
are numerous instances of ‘fully functioning’ capitalist enterprises the 
world over that introduce, reintroduce or reproduce labour relations 
that are unfree.

Among the many examples, not just in areas of capitalist agricul-
ture, but also in some industrial urban contexts are the following: debt 
bondage in India and Latin America; the continuing use of peonage, 
sweatshops and convict labour in the United States; the off shore pro-
gramme in Canada (migrants from the Caribbean); contract migrant 
labour in white South African mining and industry and the sunbelt 
states in the USA; a resurgent gangmaster system in UK agribusiness; 
unfree plantation workers in West Africa; and the existence of unfree 
industrial labour both in the brick kilns of Pakistan and in the export 
processing zones of China.1

To talk about a capitalist labour régime in the twenty-fi rst century 
as entailing an increase in the incidence of worker unfreedom remains 
controversial, given the degree to which this kind of development is 
opposed by non-Marxist and Marxist political economy. Both the 
latter, so the argument goes, adamantly dispute the acceptability to 

1 Th ese are well documented case studies, referred to both by me—in Brass (1999) 
as well as in previous and subsequent texts, many of them published in Th e Journal 
of Peasant Studies—and by many others (e.g., Lichtenstein, 1996; Krissman, 1997; 
Martins, 1997; Ross, 1997; Bonnet, 2000; Assies, 2003; Ercelawn and Nauman, 2004; 
Lawrence, 2004; Bedoya Garland and Bedoya Silva-Santisteban, 2005a, 2005b; Manzo, 
2005).
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capitalist producers of unfree labour, maintaining much rather that a 
‘fully functioning’ accumulation process cannot operate effi  ciently—let 
alone profi tably—without workers who are free. Whilst this may be 
true of the way non-Marxist theory perceives the link between capital-
ism and unfreedom, that it applies similarly to the most important—let 
alone all—Marxist political economy is disputed here.

Generally speaking, both non-Marxist and (some) Marxist theory 
subscribe to three positions about the link between unfree labour 
and capitalism. First, that capitalist development is in a general sense 
incompatible with production relations that are unfree. Second, that 
current approaches which do connect unfree labour and capitalism 
may indeed be right empirically, but in theoretical terms cannot be 
said to be Marxist. And third, faced with the dissonance between what 
is said to be Marxist theory and the acceptability of unfree labour to 
capitalist enterprises, purportedly Marxist approaches take refuge in 
the concept of primitive accumulation.

Against these three positions, I shall deploy the following argu-
ments. First, that although it is important to distinguish theoretical 
approaches on the part of non-Marxist and certain kinds of Marxist 
analysis to the link between capitalism and unfree labour, they nev-
ertheless share a number of assumptions about the capitalism/unfree-
dom link. Second, and following on from this, there are two distinct 
and occasionally contradictory Marxist approaches to the capital-
ism/unfreedom link. For this reason, a distinction exists between the 
Marxist analysis of unfree labour employed here and a number of 
other analyses by Marxists of the same relation.

Th e presentation is divided into six sections, of which the fi rst two 
examine the impact of Smithian assumptions about the capitalism/
unfreedom link, and the objections to them. Current and past 
approaches on the part of Marxist theory to the same question are 
considered in sections three and four, while sections fi ve and six look 
at the diffi  culties in confi ning unfree labour to the pre-history of capi-
talism (= primitive accumulation), and thus delinking it from a ‘fully 
functioning’ capitalist system.

Th e Smithian Inheritance

Signifi cantly, perhaps, the most ardent historical exponents of the 
argument that unfree labour was economically ineffi  cient were non-
Marxists: Adam Smith in the late eighteenth century; John Stuart Mill 
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and John Bright in the mid-nineteenth century; and Max Weber over 
the late nineteenth and early twentieth century. Equally signifi cant is 
the fact that most of the latter were economic liberals, and forerunners 
of neo-classical economic theory. For all of them, therefore, productiv-
ity was equated with the capacity of the individual worker to exercise 
‘choice’ in the context of the labour process, to ‘choose’ to work hard 
because he/she individually benefi ted from this.

Smith, Mill, Bright and Weber all questioned the compatibility 
between capitalism and unfree labour, mainly on the grounds that 
this kind of working arrangement was too costly and/or ineffi  cient. 
More recently, neo-classical economic historians of unfreedom—such 
as Fogel and Engerman—espouse the same argument but invert its 
logic: because the antebellum plantation was in their view economi-
cally effi  cient, its workforce must in some sense have been uncoerced, 
and remained on the plantation voluntarily, attracted by the good pay 
and conditions on off er there.2 In the end, these non-Marxists adhere 
to the same epistemology: as in their view unfree labour is economi-
cally ineffi  cient, workers employed by a capitalist enterprise that in 
economic terms is effi  cient are—and can only ever be—free.

Adam Smith on Unfree Labour

Th e importance of Adam Smith’s contribution to the debate about 
unfree labour is simply put: it was the fi rst major theoretical attempt to 
understand the dynamic of capital accumulation, to link labour to the 
creation of value, and to characterize labour in terms of a wider polit-
ical economy. Even those who disagreed with him on fundamental 
aspects of these questions, such as Mill, nevertheless accepted much of 
what he had to say about the systemic dissonance of unfreedom and its 
negative economic role in the accumulation process. Epistemologically, 
therefore, Smiths assumptions about the capitalism/unfreedom link 
permeate both non-Marxist and—as will be seen below—semi-feudal 
Marxist political economy.3

2 See Brass (1999: Chapter 5) for the epistemology informing the arguments 
advanced by Fogel and Engerman.

3 When Adam Smith contrasts unfree labour with sharecropping, therefore, the 
inference is that the latter is a free relation of production, a view which overlooks 
the fact that in India, sharecropping relations involve poor peasants who are them-
selves bonded by debt, i.e. unfree labour. In contrast to Smith, therefore, sharecrop-
ping is not on a relational continuum at the beginning of which stands unfree labour 
and at the end of which is freedom. Much rather, sharecroppers who begin as free 



70 tom brass

It is equally clear that Smithian teleology concerning the economic 
ineffi  ciency of unfree labour, and hence its high cost when compared 
to free labour, can itself be traced back to two of the central theoretical 
emplacements informing his analytical framework: his view of labour 
as the source of value and thus of national wealth, and the distinc-
tion between productive and unproductive labour. In contrast to the 
French physiocrats, for whom land/Nature was the sole repository of 
economic value, Smith allocated this same role to labour, on the pro-
ductivity of which rested industrialization and with it the capacity to 
augment national wealth.4

Th e enhancement of labour productivity, however, depended in turn 
on the installation of advanced technical inputs and machinery, both 
of which required capital investment and neither of which were in 
his opinion compatible with the employment of a workforce that was 
unfree. Th e presence of the latter was accordingly a twofold obstacle to 
accumulation: not only was unfree labour itself incapable of operating 
advanced productive forces, but capital would not invest in a labour 
process where workers deemed by Smith to be unproductive—that is, 
slaves and other forms of unfree labour—were employed.

Although he does not explicitly include slavery within the category 
of unproductive labour, this linkage (slaves = idle = unproductive) is 
nevertheless inferred. ‘Wherever capital predominates,’ Smith observes, 
‘industry prevails: wherever revenue, idleness’.5 Th e presence of the 
latter characteristic is attributed in turn to the absence where slaves are 
concerned of an incentive on their part to work hard or well, a situ-
ation which he contrasts with that of labour which is free, and which 
for this reason not only responds positively to economic incentives but 
also works hard and effi  ciently. Th us, for example, the economically 
backward character of large feudal estates in England was attributed 
by Smith to the employment of a work force that was unfree, in his 
opinion the most costly form of labour-power because—unlike a free 
worker—one who is unfree has no incentive to work well.6

workers gradually lose this economic identity, as they become increasingly indebted 
to employers.

4 For the French physiocrats see Beer (1939).
5 See Smith (1812, II: 12).
6 See Smith (1812, II: 87–88), where the following oft -quoted passage is to be found: 

‘But if great improvements are seldom to be expected from great proprietors, they are 
least of all to be expected when they employ slaves for their workmen. Th e experience 
of all ages and nations, I believe, demonstrates that the work done by slaves, though it 



 capitalism, primitive accumulation and unfree labour 71

Extending this argument, Smith also claimed that—again unlike 
free workers—‘slaves . . . are very seldom inventive’, as a consequence 
of which ‘all the most important improvements, either in machin-
ery, or in the arrangement and distribution of work, which facilitate 
and abridge labour, have been the discoveries of freedmen’.7 He then 
insisted, rather oddly, that: ‘Should a slave propose any improvement 
of this kind, his master would be very apt to consider the proposal as 
the suggestion of laziness, and of a desire to save his own labour at the 
master’s expense. Th e poor slave, instead of reward, would probably 
meet with much abuse, perhaps with some punishment’. Th is bizarre 
argument verges on the nonsensical: even staying within the confi nes 
of the logic adopted by Smith, a completely diff erent outcome is in 
order. Not only would a master not reject an improvement simply 
because it was suggested by his slave, therefore, but the former would 
regard it—like the subject who made the original suggestion—as his 
own property.

From all this Smith concluded that the employment of slaves was 
the least productive and thus the most costly form of working arrange-
ment. Th is argument, variations on which are a constant refrain in most 
of the texts about political economy which follow his, was elaborated 
by him in the following manner. Accepting that employers preferred 
slave labour to that of free workers, he argued that whereas cash crops 
such as sugar and tobacco ‘can aff ord the expense of slave cultivation, 
corn cannot, and is therefore grown by free labour’.8 Since tobacco and 
sugar were suffi  ciently profi table to justify cultivation with expensive 
forms of labour, they—and only they—could be grown using workers 
that were unfree.9

Contrasting the metayer system of cultivation using tenant labour 
with that based on slaves, Smith argued similarly that because share-
cropping tenants were free, and thus able both to acquire property 

appears to cost only their maintenance, is in the end the dearest of any.’ For the same 
argument, see also Smith (1812, III: 37–8).

7 On this point, see Smith (1812, III: 37).
8 See Smith (1812, II: 89–90).
9 Elsewhere Smith (1812, III: 38) maintains that the high price of luxury items 

produced in antiquity was due mainly to the fact that these goods were the product 
of slave labour. A similar theme informed the argument about capitalism and slavery 
advanced at the beginning of the twentieth century by Sombart (1967: 125–7, 142–5), 
who maintained that slaves were employed on large colonial plantations mainly in 
order to produce the luxuries for bourgeois consumption in Europe.
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and to benefi t from the application of their own labour-power, they 
had an incentive to work harder and were thus more productive than 
slaves, who were unfree.10 It was to this diff erence in productivity that 
he attributed the decline of servitude in European history, although he 
accepts that ‘slavery continued to take place almost universally for sev-
eral centuries aft erwards’, until it was abolished ‘from above’. Because 
Adam Smith (and others) attribute the eradication of unfreedom sim-
ply to ‘from above’ agency, no mention is made of the role of class 
struggle waged ‘from below’ in the demise of unfree labour.

Mill and Bright on Unfree Labour

Following the line of argument laid down by Adam Smith, John Stuart 
Mill similarly dismissed the possibility that production carried out 
with unfree workers was—or could ever be—economically effi  cient. 
‘It is a truism to assert,’ he maintained, ‘that labour extorted by fear 
of punishment is ineffi  cient and unproductive . . . [a]ll processes carried 
on by slave labour are conducted in the rudest and most unimproved 
manner’.11 Confusing technical skills which enhance production (and 
profi tability), which he agreed slaves possessed, and an understand-
able reluctance on their part to work as hard as possible, which slaves 
will not do unless threatened with physical coercion, Mill concluded 
that slavery and other forms of unfreedom (serfdom) were an obstacle 
both to the utilization of modern technique and to profi tability gen-
erated by the application of the latter.12 For this reason, output by 
free workers was perceived as superior, and always exceeds in quantity 

10 Hence the view (Smith, 1812, II: 90–1) that: ‘Such tenants, being freemen, are 
capable of acquiring property, and having a certain proportion of the produce of land, 
they have a plain interest that the whole produce should be as great as possible, in 
order that their own proportion may be so. A slave, on the contrary, who can acquire 
nothing but his maintenance, consults his own ease by making the land produce as 
little as possible over and above that maintenance.’ 

11 Mill (1849a: 305, 306). For a diff erent view, see Mill (1849a: 589; 1849b: 226), 
where he accepts that the employment by planters in the antebellum American south 
of slaves conferred cost advantages on commodities they produced for and sold in 
international markets that would be eliminated in the event of their having been pro-
duced by a workforce that was free.

12 See Mill (1849a: 306–7), who regarded the quantitative/qualitative gap in output 
produced by free and unfree labour as unbridgeable, given even the better control and 
(by inference) the threats of physical coercion exercised over workers who are not free: 
‘What is wanting in the quality of labour itself, is not made up by any excellence in 
the direction and superintendence’. 
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and quality that of those who are unfree: items produced by the latter 
are consequently regarded not only as inferior but also as dearer than 
those made when employing free labour. 

As with most other non-Marxists, Mill’s views about the disjuncture 
between unfree labour and capitalism were grounded in the defence 
of the latter, and had little to do with humanitarian considerations. 
Like Smith, he regarded ancient slavery as generally benign.13 And, like 
Bright, Mill also perceived the main economic problem with unfree 
labour to be its inability to reproduce itself demographically: because 
of this, it was incapable of providing producers with an assured/con-
tinuous supply of workers. When examining the conditions favouring 
the employment of unfree workers over free ones, therefore, Mill—like 
Bright—identifi ed the supply of unfree workers as crucial. His coldly 
pragmatic argument was that, if these kinds of worker could indeed 
be procured without hindrance, landholders would no longer have to 
worry about the biological reproduction of the slave population (i.e., 
accommodate the economically unproductive members of the slave 
family). In such circumstances, therefore, they could simply work the 
unfree labourers in their employ ‘to death’, in the knowledge that such 
resources of labour-power were both guaranteed and inexhaustible.14

In a similar vein, the abolitionist views expressed by Bright in the 
mid-1860s were linked to his conviction that the continued existence 
of plantation slavery in the antebellum South was an obstacle to capi-
talist economic effi  ciency.15 At a time when both the market and the 
demand for cotton were expanding, an increase in the output of this 
commodity depended on augmenting the supply of labour-power 
employed in its cultivation. A capitalist whose investment was all in 

13 See Mill (1849a: 304).
14 Hence the view (Mill, 1849a: 303) that: ‘If full-grown able-bodied slaves can be 

procured in suffi  cient numbers, and imported at a moderate expense, enlightened self-
interest will recommend working the slaves to death, and replacing them by importa-
tion, in preference to the slow and expensive process of breeding them. Nor are the 
slave-owners generally backward in learning this lesson.’

15 For this argument, see, for example, the speeches made by Bright (1865: 194ff ., 
235–9) in London during 1863. In the United States during the nineteenth century, 
the view about the ineffi  ciency of unfree labour was a commonplace amongst bour-
geois economists. Th us, for example, a widely used economics text book (Walker, 
1888: 54) of that era advocating ‘full and free competition’ also observed that, as ‘the 
production of wealth (depended on) the maximum of eff ect, and the minimum of 
waste’, the main obstacle to this was ‘most conspicuously seen in the wastefulness and 
ineffi  ciency of slave labour.’
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the Lancashire cotton mills, Bright argued strongly that, since the nat-
ural demographic growth of the slave population was low, and as only 
a quarter of all slaves were anyway engaged in cotton production, an 
increase in the output of this cash crop depended either on resuming 
the slave trade or persuading free workers in the North voluntarily to 
migrate southwards and complement the supply of labour employed 
in cultivating cotton. Since the Union government would not permit 
the resumption of the slave trade, and free workers in the northern 
states would not migrate to the cotton south for fear that they, too, 
would become unfree, the problem of low output linked to an inad-
equate labour supply would persist for as long as slavery continued, 
and it was for this (pragmatic rather than humanitarian) reason that 
Bright advocated the ending of unfreedom in America.16

Max Weber on Unfree Labour

A diff erent set of arguments were advanced by Max Weber in support 
of the same claim, that unfree labour was organizationally ‘irratio-
nal’, expensive, economically ineffi  cient, and thus incompatible with 
modern capital accumulation.17 Not only did the purchase of slaves 
tie up capital, burden owners with additional costs of maintaining the 
unproductive labour of the slave family, and involve political risks in 
the form of potential abolition, therefore, but fl uctuations in the avail-
ability and cost of such unfree workers also precluded both supply 
and price stability, as well as the installation of advanced productive 

16 Th at it was an increase in cotton production, which depended on ending slav-
ery, rather than just the latter, which interested Bright most, is evident from what 
he himself wrote and said during the early and mid-1860s. As Bright (1865: 213–14) 
himself admitted, ‘I am speaking now as a matter of business. I am glad when mat-
ters of business go straight with matters of high sentiment and morality . . . from this 
platform I declare my solemn conviction that there is no greater enemy to Lancashire, 
to its capital and to its labour, than the man who wishes the cotton agriculture of the 
Southern States to be continued under slave labour’.

17 Unsurprisingly, and like most other commentators on the connection between 
capitalism and slavery, Weber’s arguments are somewhat contradictory. Having 
accepted that slaves were employed in production that was highly profi table, and 
further that this ‘profi tableness of slave labour depended upon strict plantation dis-
cipline, ruthless driving of the slave, and perpetual importation . . . and fi nally exploit-
ative agriculture’, he nevertheless denies it any (let alone an initial ) economic role 
in contributing to the origins of modern capitalism: ‘Th is accumulation of wealth 
brought about through colonial trade,’ he notes (Weber, 1927: 300), ‘has been of little 
signifi cance for the development of modern capitalism’.
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technique.18 Th e latter was attributed by Weber in turn to the absence 
under slavery of two conditions that contribute to economic effi  ciency: 
fi rst, the fact that the latter required a worker to exercise care/responsi-
bility in the labour process (particularly where costly machines/equip-
ment were concerned); and second, to the fact that the intensity of 
labour was determined by the element of worker self-interest, neither 
of which in his view were features of unfree production relations.19

According to Weberian sociological theory, however, the most 
important obstacle posed by the presence of unfreedom to the process 
of economic rationalization on which capitalist development depends 
was the consequent inability of employers to recruit/dismiss workers 
in keeping with business requirements. For this and the above rea-
sons, Weber maintained that it was possible to employ unfree labour 
only when the following three conditions were met: where slaves could 
be maintained cheaply, where a large and continuous supply of such 
workers was assured, and in large-scale agricultural enterprises (e.g., 
plantations) or technologically underdeveloped (= ‘simple’) industrial 
labour processes.20 Because of the accruing ‘advantages to industrial 
profi tability and effi  ciency’, he argued, unfree relations invariably 
disappeared once free workers became available. From the viewpoint 
of the producer, Weber concluded, these advantages took the form of 
a decline in capital investment/risk, the capacity to shift  the cost of 
family subsistence/maintenance onto the labourer himself, and—cru-
cially—a capacity to hire/fi re; that is, both to select suitable workers 
and to dismiss unsuitable ones, thereby maximizing a worker’s self-
interest in effi  cient capitalist production.21 Th e latter is, of course, the 
same argument as that advanced by Adam Smith (see above).

18 For these arguments, see Weber (1947: 253–4).
19 Weber (1947: 254).
20 On this last point, Weber (1947: 215) observes that, where domestic slaves or 

serfs are employed, ‘(t)he appropriation of returns of labour may be used by the own-
er . . . as a means of profi t. In that case the dependent may be obligated to contribute 
goods or to work on raw materials provided by the owner. Th e owner will then sell 
the product. Th is is unfree domestic industry. He may, fi nally, be used as a labourer 
in an organized shop—a slave or a serf workshop.’ Although he does consider the case 
of the antebellum American south, instances of plantations worked with unfree labour 
are confi ned by Weber (1927: 80–1, 125ff .; 1976) largely to antiquity.

21 On the importance for economic rationality/effi  ciency of ‘the worker’s own inter-
est in maximizing . . . production’, see Weber (1947: 218). In the context of a mar-
ket economy, he notes (Weber, 1947: 240–1), a wage incentive ‘appeals immensely 
more strongly to the worker’s self-interest’, and ‘(i)n this sense it has a higher degree 
of formal rationality, from the point of view of technical considerations, than any 
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Objections to the Smithian Inheritance

Let us consider the main reasons given by Smith, Mill, Bright, Weber, 
and others, for the incompatibility between capitalism and unfree 
production relations, and evaluate them in terms of their current 
applicability. Th ese include the argument that unfree labour is inef-
fi cient, cannot undertake skilled tasks and cannot be combined with 
advanced productive forces, is too costly, hinders market expansion, 
and the supply of such workers is anyway not assured. All these claims 
are to a large degree interlinked epistemologically: thus the argument 
that unfree labour is economically ineffi  cient is itself part of the claim 
that it is incompatible with an increased level of productive forces that 
characterize a ‘fully functioning’ capitalism.

To begin with, it is self-evidently the case that many of the objec-
tions raised with regard to the employment by capital of labour-power 
that is unfree apply with equal (if not more) force to the employment 
by capital of workers who are free. Th e latter, for example, are not all 
skilled, neither do they always respond to incentives to work hard, 
nor is a regular supply of free labour-power always assured. Weber’s 
argument that, together with the unavailability of unfree workers, 
fl uctuating slave prices undermines accounting stability, overlooks the 
fact that both these conditions operate in situations where workers are 
free; hence the availability or unavailability of free labour-power is—as 
in the case of unfree equivalents—refl ected in the widespread price 
fl uctuations of this commodity experienced by prospective buyers who 
are capitalist producers.22

Th e carelessness and ineffi  ciency which many observers attributed 
to unfree workers, and invoked as a reason why employers always 
preferred labour that was not unfree, was a characteristic of free 

kind of direct compulsion to work’. It should be pointed out, however, that—unlike 
neo-classical economic historiography—Weber did not equate slave emancipation in 
the American south with the ending of unfree production relations in that context, 
much rather the contrary: ‘(t)he negroes are share tenants bound by debt,’ he observed 
(Weber, 1927:84), ‘and their freedom of movement exists only on paper’.

22 Perhaps because he was trapped by the epistemological rigidities of his analyses 
of economic rationality generally, whereby historical forms of unfree labour were uni-
formly cast as organizationally ‘irrational’, fi nancially expensive, and thus economi-
cally ineffi  cient, Weber was unable to comprehend the extent to which Polish migrant 
workers employed in Prussian agriculture at the turn of the nineteenth century were 
not only unfree, but also how the presence of the latter relation contributed to (and 
was therefore compatible) with modern capital accumulation in Germany.
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labour as well.23 As the occurrence of sabotage undertaken by workers 
employed in factories operating in industrial capitalism attests, delib-
erate acts of carelessness/ineffi  ciency (= ‘the conscious withdrawal of 
the workers’ industrial effi  ciency’) have been and are resorted to by 
free labour as part of the class struggle.24 Conversely, there are numer-
ous instances historically of commercial enterprises which employed 
skilled workers—those manual labourers exhibiting precisely technical 
accomplishments in relation to tasks done, and thus not categorized as 
careless/ineffi  cient—who were not free. In the case of the commercially 
important American whaling industry during the nineteenth century, 
for example, crews were composed of highly skilled workers; the lat-
ter were nevertheless recruited/controlled by means of debt bondage 
relations initiated/reproduced by means of two familiar mechanisms: 
cash advances and purchases from the ship’s store.25

23 About migrant agricultural workers employed on commercial farms in England 
during the 1890s, a spokesperson (Rew, 1913: 76) for agricultural producers com-
mented as follows: ‘Th e carelessness and lack of interest in their work of many farm 
labourers are a common cause of complaint (by employers), and no doubt also a 
source of annual waste and loss. If it were possible to devise some practical means by 
which the labourer could be fi nancially interested in the success of the year’s opera-
tions, no one, probably, would dispute its desirability.’

24 On the incidence and impact of sabotage as a weapon used by free workers in 
industrial capitalist enterprises, see among many others Kornbluh (1968: 51–53), 
Beynon (1973: 129ff .), and Dubois (1976). According to Elizabeth Gurley Flynn 
(1916), industrial sabotage was a crucial part of the class struggle, whereby members 
of the industrial proletariat engaged in ‘putting the machine on strike’. In the words of 
one member of the Industrial Workers of the World uttered during 1911, ‘(h)ere we 
come to the real point on the question of sabotage: it is a war measure, made necessary 
by the nature of the class struggle’ (Kornbluh, 1968: 52, original emphasis).

25 Th is emerges clearly from the analysis by Hohman (1928: 14), who states that 
‘the legal status of whalemen at sea, like that of seamen in general, was strongly remi-
niscent of medieval serfdom . . . this unfree status resulted from . . . political weakness 
on the part of seamen as a class, which made it diffi  cult to secure protective legisla-
tion and to enforce those laws which were on the statute books.’ Debts incurred as 
a result of high prices charged by the ship’s store, plus cash advances made to crew 
members, meant that, aft er having worked for between two and four years, seamen 
in debt to agents of the vessel were then ‘induced . . . to embark upon another voyage 
for the same fi rm’ (Hohman, 1928: 234–5). Whaling companies made 100% profi t on 
items obtained from the ship’s store, and most of the crewmen who re-enlisted did 
so because of debts owed (Hohman, 1928: 219, 228, 245ff .). According to Hohman 
(1928: 238), this was because ‘a large proportion of a man’s earnings was required 
to pay for outfi t and (ship’s store) articles, and to meet heavy interest charges upon 
(cash) advances’, with the result that at the end of the voyage crewmen not only had 
no payment coming but actually owed their employer money. In order to clear this 
debt, a crewman was required to sign up with the same employer for the next voyage. 
Th e central role played in reproducing this form of unfreedom was a combination of 
on the one hand withholding payment due, and on the other high prices charged for 
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Perhaps because of its epistemological roots in a liberal political 
economy, the claim that workers who are unfree lack an incentive to 
work hard, and are for this reason ineffi  cient, misses the point entirely. 
Th e dynamic is wholly diff erent: tasks are undertaken and completed 
by a worker who is unfree not in response to the presence of incen-
tives, in form of reward (cash/kind payment), but rather in order to 
avoid punishment in the event of non-compliance (violence, coercion). 
Historically, therefore, slaves, serfs and bonded labourers have indeed 
worked hard, the absence of positive incentives notwithstanding, for 
the simple reason that such workers are compelled to do so by the 
threat (or actualization) of violence/coercion. Indeed, avoidance of the 
latter can be seen as a ‘rational outcome’ corresponding to Weber’s 
notion of ‘worker self-interest’. Accordingly, a labourer who is unfree 
works as hard as (or harder than) one who is free for a diff erent rea-
son: namely, because of the fear of the consequences if he/she fails to 
do this.26

Unfreedom and Deskilling

Characterizing unfree labour as ineffi  cient economically also overlooks 
the contemporary impact of mechanization and technology in deskill-
ing labour-power.27 Th e debate about work organization and ‘scientifi c 

items consumed. About this the same source observes (Hohman, 1928: 258): ‘If annual 
or semi-annual settlements had allowed the whalemen to receive a part of the earn-
ings actually due them, it would have been unnecessary, in many instances for them 
to ask for cash advances.’ Th e outcome is equally familiar. Due in part to the high 
prices charged by ship’s stores and interest charged on cash advances, notes Hohman 
(1928: 229, 233, 234–35), average wages declined over the nineteenth century and the 
earnings gap between offi  cers and men widened.

26 Th is point has long been recognized. Why slaves on the cotton plantation in the 
antebellum south worked hard is explained thus by Sutch (1975: 342): ‘Th e frequency 
with which a punishment is administered is a poor measure of its eff ectiveness . . . It is 
the fear of eventual punishment which motivates behaviour . . . A slave need never have 
felt the lash to know the consequences of disobedience’ (original emphasis). Much 
the same point was made by Roger Casement in his report about the coercive labour 
régime the Putumayo region of Peru at the start of the twentieth century. On this he 
commented as follows (Singleton-Gates and Girodias, 1959: 290): ‘Wholesale murder 
and torture endure . . . and the wonder is that any Indians were left  in the district at 
all to continue the tale of rubber working on to 1910. Th is aspect of such continuous 
criminality is pointed to by those who, not having encountered the demoralisation 
that attends the methods described, happily infrequent, assert that no man will delib-
erately kill the goose that lays the golden eggs . . . (Th e freebooter on the Putumayo) 
hunted, killed, and tortured today in order to terrify fresh victims for tomorrow.’

27 Th e concept ‘deskilling’ is associated principally with the analytical approach 
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management’ over the latter part of the twentieth century has been 
concerned mainly with the way technology and machinery undermine 
traditional craft  skills, and the corresponding impact of this on the 
industrial working class.28 Whilst important, the focus of discussion 
has nevertheless tended to be on changes aff ecting the labour aris-
tocracy in metropolitan contexts, and how such manual workers who 
are employed in industry on a permanent basis have been replaced 
by a combination of machines and temporary labour. However, little 
attention was paid to the fact that the installation of machinery also 
permits employers to replace skilled labour-power with non-skilled 
equivalents, and even less attention was paid to the implication of this 
for the kind of relational shift  licensed by such restructuring. It is, in 
short, a transformation that, in a global work régime, simultaneously 

of Braverman (1974). Although an important corrective to those who have predi-
cated capitalist development on the skilled worker, this approach has two particu-
lar shortcomings. First, a tendency to idealize non-capitalist work organization, and 
especially traditional farming practices (= ‘the natural mode of life of the family’) as 
conducted by self-suffi  cient independent proprietors, an interpretation similar to that 
of Chayanov where the peasant family farm is concerned. Hence the view (Braverman, 
1974: 272–73): ‘So long as the bulk of the population lived on farms or in small towns, 
commodity production confronted a barrier that limited its expansion. On the United 
States farm, for example, much of the construction work (apart from basic framing, 
as a rule) was accomplished without recourse to the market, as was a good deal of 
house furnishing. Food production, including the raising of crops and livestock and 
the processing of these products for table use was of course the daily activity of the 
farm family, and in a large measure so also was the home production of clothing. Th e 
farmer and his wife and their children divided among them such tasks as making 
brooms, mattresses, and soap, carpentry and small smith work, tanning, brewing and 
distilling, harness making, churning and cheese making, pressing and boiling sor-
ghum for molasses, cutting posts and splitting rails for fencing, baking and preserving, 
and sometimes even spinning and weaving. Many of these farm activities continued 
as the natural mode of life of the family even aft er the beginnings of urbanization 
and the transfer of employment from the farm to the factory or other city job.’ And 
second, deskilling is equated unproblematically with proletarianization (Braverman, 
1974: 377ff .), whereas—as is argued here—it can just as easily give rise to social rela-
tions of production that are unfree: deproletarianization, in other words.

28 It is important to note the two diff erent ways in which deskilling is eff ected: 
one involves a skilled worker employed in tasks for which these skills are unneces-
sary; the other entails allocating such tasks to workers who are themselves non-skilled. 
According to Braverman (1974: 113, original emphasis), the object of deskilling is 
‘the dissociation of the labour process from the skills of the workers. Th e labour pro-
cess is to be rendered independent of craft , tradition, and the workers’ knowledge. 
Henceforth it is to depend not at all upon the abilities of workers, but entirely  upon 
the practices of management.’ Predictably, the critique of capitalist management tech-
niques by Braverman has itself been challenged by those antagonistic to Marxism, 
for an example of which see the contributions to the volume edited by Giddens and 
Mackenzie (1982).
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enables the insertion (or re-insertion) of unfree production relations 
into a capitalist labour process.

One of the main planks in the argument of those who maintained 
that unfree labour-power was incompatible with a ‘fully functioning’ 
accumulation process stemmed from the assumption that, as capital-
ism developed, it would require the employment of an increasingly 
skilled workforce.29 It is clear, however, that the opposite is the case: a 
consequence of increasing the level of the productive forces through 
the installation of machinery and the application of technology, there-
fore, results in the deskilling of the workforce.30 Th is in turn enables 
capitalists to employ those from rural backgrounds who—in terms 
of the agribusiness and/or industrial labour process—usually pos-
sess the least skills, and it is this particular segment of the workforce 
that is most vulnerable to relational arrangements (debt, coercion) 
that are unfree.

29 Th is argument, decoupling unfree labour and economic development on account 
of a dissonance between an employer’s requirement for workers who were skilled and 
the absence of such labour-power among the unfree, has been made with regard to 
the antebellum South. Hence the following assertion (Farnam, 1938: 177): ‘Viewed 
in its broadest economic and social aspects, the slavery question involved a contest 
between the ideals of a static and those of a dynamic society. Slavery was not incom-
patible with culture, refi nement, kindliness, and religion on the part of individual slave 
owners, and the Southerners could quote good authority in the writings of the Greek 
philosophers for thinking that a free commonwealth should be based on slavery. But, 
disregarding entirely the abuses of slavery, and considering it only at its best, it is clear 
that it is inconsistent with economic progress, certainly with the kind of economic 
progress which has characterized the nineteenth century. Th at progress implies a con-
stant increase in wealth by means of the application of science, (and) of mechanical 
appliances . . . to the processes of production. Th is, however, implies a skilled, intel-
ligent, responsible, and, above all, and adapting labouring class.’

30 Th is antinomy is neatly captured by Braverman (1974: 3–4): ‘On the one hand, it 
is emphasized that modern work, as a result of the scientifi c-technical revolution and 
“automation,” requires ever higher levels of education, training, the greater exercise 
of intelligence and mental eff ort in general. At the same time, a mounting dissatisfac-
tion with the conditions of industrial and offi  ce labour appears to contradict this view. 
For it is also said—sometimes by the same people who at other times support the 
fi rst view—that work has become increasingly subdivided into petty operations that 
fail to sustain the interest or engage the capacities of humans with current levels of 
education; that these petty operations demand ever less skill and training; and that the 
modern trend of work by its “mindlessness” and “bureaucratization” is “alienating” 
ever larger sections of the working population. As generalizations, these two views 
cannot easily be harmonized.’
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Unfreedom and the Reserve Army of Labour

Current forms and pace of deskilling also make possible the activa-
tion of hitherto unutilized elements belonging to the industrial reserve 
army of labour.31 Although the latter encompasses those thrown out 
of work as a result of mechanization and technifi cation, members of 
the reserve army can be incorporated by capital into its labour process 
for two distinct reasons. Th e fi rst refers to a reserve to be drawn on 
when market demand expands, and capitalists need further amounts 
of labour-power. By contrast, the second refers to those who—as a 
mass of unemployed also part of the reserve army—are drawn on by 
capitalists not so much to increase production but rather as a weapon 
in their struggle against those still in work.32

31 About the perception by bourgeois economists of the connection between the 
reserve army of labour and capitalism, Marx (1976a: 786) noted: ‘Modern industry’s 
whole form of motion therefore depends on the constant transformation of a part of 
the working population into unemployed or semi-employed “hands”. Th e superfi cial-
ity of political economy shows itself in the fact that it views the expansion and con-
traction of credit as the cause of periodic alternations in the industrial cycle, whereas 
it is a mere symptom of them . . . When this periodicity has once become consolidated, 
even political economy sees that the production of a relative surplus population—i.e. a 
population surplus in relation to capital’s average requirements for valorization—is a 
necessary condition for modern industry.’ Against the tendency of bourgeois econom-
ics to interpret declining wages and living standards in a national context as an eff ect 
simply of demographic growth, he commented (Marx, 1976a: 788, 790): ‘Capitalist 
production can by no means content itself with the quantity of disposable labour-
power which the natural increase of population yields. It requires for its unrestricted 
activity an industrial reserve army which is independent of these natural limits. (. . .) 
Taking them as a whole, the general movements of wages are exclusively regulated 
by the expansion and contraction of the industrial reserve army, and this in turn 
corresponds to the periodic alternations of the industrial cycle. Th ey are not there-
fore determined by the variations of the absolute numbers of the working population, 
but by the varying proportions in which the working class is divided into an active 
army and a reserve army, by the increase or diminution in the relative amount of the 
surplus population, by the extent to which it is alternately absorbed and set free . . . It 
would be utterly absurd, in place of this, to lay down a law according to which the 
movement of capital depended simply on the movement of the population. Yet this 
is the dogma of economists.’

32 Sweezy (1946: 99, emphasis added) recognized the importance of this distinction, 
observing that ‘the increasing use of machinery, which in itself means a higher organic 
composition of capital, sets free workers and thus creates “relative overpopulation” or 
the reserve army. Marx stresses the point that the existence of unemployed labourers 
is conducive to the setting up of new industries with a relatively low organic compo-
sition of capital and hence a relatively high rate of profi t . . . It would seem, however, 
that a more important eff ect of the reserve army is . . . through competition on the labour 
market with the active labour force, to depress the rate of wages and in this way to 
elevate the rate of surplus value.’
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In this second role, members of the reserve army are no longer used 
simply in addition to an existing workforce but now instead of the lat-
ter.33 Replacing skilled, more costly and/or better organized workers 
already established in the capitalist labour process with less skilled, 
cheaper, and/or unorganized ones, enables producers to exert a down-
ward pressure on the pay, conditions and living standards of the pro-
letariat generally, not just in particular national contexts.34 As is now 
very clear, such restructuring, based on an enhanced ability to draw on 
what is a de facto global reserve army in order to decompose/recom-
pose the capitalist labour process worldwide, has followed the imple-
mentation in the Th ird World of the Green Revolution programme 
during the 1960s and laissez faire policies in the 1980s.

It is also in this second role—the reserve army composed of 
deskilled workers drawn into the labour process so as to undermine 
the bargaining power of free workers in secure employment, with the 
object of reducing their pay and conditions, and thus maintaining or 
augmenting profi tability—that capitalism fi nds a use for workers who 
are not free.35 According to Marx, the reserve army comes into its 

33 Th e assumption that those expelled from the labour force by the application of 
machinery and technology would—aft er a brief sojourn in the reserve army—fi nd 
alternative employment, is both pervasive and misplaced. It is linked to the notion 
that such workers would be employed as a result of investment in new enterprises 
by capitalists whose enhanced profi ts derived from the original labour-displacing 
strategy. Th is view is problematic, since it applies only when capital and labour are 
national in scope, and not international. Where the latter is the case, capital is able to 
do two things: either to invest elsewhere, in contexts where labour-power is available 
and even cheaper; or to employ (perhaps even to import) migrants who meet the same 
requirements. Whichever the instance, the outcome is the same: any new jobs created 
do not necessarily go to those expelled from the labour process because of technifi ca-
tion/mechanization of production. Th e obviousness of this outcome notwithstanding, 
it is unfortunately still possible to hear—even from some on the left —the mantra that 
workers displaced in this manner will automatically fi nd employment in new indus-
tries created by capital.

34 Th e realization of this particular eff ect—the deployment of the reserve army in 
the class struggle between labour and capital—was linked by Marx (1976a: 786, note) 
in turn to the internationalization of the market. He did not, as some insist, confi ne 
the impact of the reserve army to national contexts and economies. It goes without 
saying that, insofar as the reserve army becomes global in scope, such a development 
licenses racist ideology among the proletariat in a given country, thereby splitting 
workers along national/ethnic lines. Equally unsurprising is that capital not only ben-
efi ts from this but also encourages this kind of consciousness, in the process shift ing 
the latter from the sameness of class to the diff erence of cultural ‘otherness’.

35 Both the existence and the importance of a connection between on the one hand 
deploying labour-power that is unfree, and the processes of deskilling, trade uioniza-
tion, reproducing the reserve army, capitalist restructuring and the profi tability of 
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own once the early stage of capitalism—that generally associated with 
primitive accumulation—has been left  behind.36 Both it and its rela-
tional forms—among them the unfree ones which provide employers 
with a method of controlling the workforce crucial to the success of 
the whole accumulation process—are thus not confi ned merely to the 
initial development of the capitalist mode of production.

accumulation are made clear by Marx (1976a: 788, 793, 795) in the following way: ‘We 
have seen that the capitalist buys with the same capital a greater mass of labour-power, 
as he progressively replaces skilled workers by less skilled, mature labour-power by 
immature, male by female, that of adults by that of young persons or children. (. . .) 
Th e movement of the law of supply and demand of labour on this basis completes the 
despotism of capital. Th us as soon as the workers learn the secret of why it happens 
that the more they work, the more alien wealth they produce, and that the more the 
productivity of their labour increases, the more their very function as a means for the 
valorization of capital becomes precarious; as soon as they discover that the degree 
of intensity of the competition among themselves depends wholly on the pressure of 
the relative surplus population; as soon as, by setting up trade unions, etc., they try to 
organize planned co-operation between the employed and the unemployed in order 
to obviate or weaken the ruinous eff ects of this natural law of capitalist production 
on their class, so soon does capital and its sycophant, political economy, cry out at 
the infringement of the “eternal” and so to speak “sacred” law of supply and demand. 
(. . .) Capital demands more youthful workers, fewer adults.’ Th e role of unfree labour 
in age- and gender-related capitalist restructuring is noted subsequently (Marx, 1976a: 
850): ‘A temporary and local shortage of labour does not bring about a rise in wages, 
but rather forces the women and children into the fi elds, and constantly lowers the 
age at which exploitation begins. As soon as the exploitation of women and children 
takes place on a large scale, it becomes in turn a new means of making the male 
agricultural labourer “redundant” and keeping down his wage. Th e fi nest fruit of this 
vicious circle thrives in the east of England—this is the so-called gang-system . . .’. As 
is evident below, Marx regarded female and child workers as unfree.

36 Marx (1976a: 784–85) emphasizes thus the central economic role played by the 
industrial reserve army in the capitalist mode of production: ‘But if a surplus popu-
lation of workers is a necessary product of accumulation or of the development of 
wealth on a capitalist basis, this surplus population also becomes, conversely, the lever 
of capitalist accumulation, indeed becomes a condition for the existence of the capital-
ist mode of production. It forms a disposable industrial reserve army, which belongs 
to capital just as absolutely as if the latter had bred it at its own cost. Independently 
of the limits of the actual increase of population, it creates a mass of human material 
always ready for exploitation by capital in the interests of capital’s own changing valo-
rization requirements. With accumulation, and the development of the productivity 
of labour that accompanies it, capital’s power of sudden expansion also grows; . . . Th e 
path characteristically described by modern industry, which takes the form of a decen-
nial cycle (interrupted by smaller oscillations) of periods of average activity, produc-
tion at high pressure, crisis, and stagnation, depends on the constant formation, the 
greater or less absorption, and the re-formation of the industrial reserve army or sur-
plus population.’ Of particular interest is what he says next (Marx, 1976a: 785): ‘Th is 
particular cycle of modern industry, which occurs in no earlier period of human his-
tory, was also impossible when capitalist production was in its infancy.’
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Unfreedom and Advanced Productive Forces

Turning to the issue of a supposed incompatibility between unfree 
labour and the presence of advanced productive forces, it is neces-
sary fi rst to distinguish between two particular situations. Th us it may 
indeed be true that the existence of unfree labour inhibits the develop-
ment of the productive forces. However, once established, there is no 
intrinsic reason why capital should not employ unfree workers in con-
junction with advanced productive forces. As has been noted above, 
this is especially the case where advanced productive forces results in 
deskilling, which in turn enables capitalists to draw from an expanded 
industrial reserve army, amongst which is to be found workers who 
are unfree.

Among those who pointed out that farms where labour was unfree 
were highly effi  cient economically, not least because such workers 
were employed alongside advanced productive forces, was Edward 
Gibbon Wakefi eld, whose analysis of colonial agriculture was com-
mended by Marx.37 Comparing large commercial farms in Tasmania 
with those in British colonies elsewhere, he contrasted the economic 
effi  ciency of the former with the relative backwardness of the latter, 
noting simultaneously that those in Tasmania were operated using the 
unfree labour of convicts, while the less effi  cient farms of a similar size 
in other colonies employed workers who were free.38 Th at the employ-

37 Although critical of Wakefi eld, Marx nevertheless attributed to him insights 
regarding the kind of labour regime desired by an agrarian capitalist. Th e generally 
positive view held by Marx (1976a: 932, original emphasis) about Wakefi eld is evident 
from the following: ‘It is the great merit of E.G. Wakefi eld to have discovered, not 
something new about the colonies, but, in the colonies, the truth about capitalist rela-
tions in the mother country.’

38 In Tasmania, notes Wakefi eld (1849: 176–78) ‘there are farms, being single 
properties, consisting of seven or eight hundred acres each, under cultivation, besides 
extensive sheep and cattle runs, the farming of which is not inferior to that of Norfolk 
and the Lothians. A description of one of these farms is before me. Th e eight hundred 
acres are divided into fi elds of from thirty to fi ft y acres each. Th e fences are as good 
as can be. Th e land is kept thoroughly clear of weeds; a strict course of husbandry is 
pursued; and the crops, especially of turnips, are very large. Th e garden and orchards 
are extensive, kept in apple-pie order, and very productive. Th e house is of stone, large 
and commodious. Th e farm buildings are ample in extent, and built of stone with 
solid roofs. Th e implements are all of the best kinds, and kept in perfect order. Th e 
live stock, for the most part bred upon the spot, is visited as a show on account of its 
excellence, and would be admired in the best-farmed parts of England: it consist of 
30 cart horses, 50 working bullocks, 100 pigs, 20 brood mares, 1000 head of horned 
cattle, and 25,000 fi ne-wooled sheep. On this single establishment, by one master, sev-
enty labourers have been employed at the same time. Th ey were nearly all convicts. By 
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ment of unfree workers could be economically effi  cient was an argu-
ment accepted even by some conservatives: those of them who were 
ardent Catholics objected on the grounds that the spread of liberalism 
and capitalism which undermined religious belief also destroyed what 
they regarded as an eternal and ‘natural’ (= ‘God-given’) hierarchy that 
bound societies together.39

In part, the view about the incompatibility between unfree labour 
on the one hand, and more advanced productive forces necessitated 
by capitalist technical rationalization on the other, may have its episte-
mological roots in long-discredited racist ideology which accompanied 
and justifi ed nineteenth century colonial and imperial rule. Th us, for 
example, Weberian claims regarding the supposed inability of unfree 
workers to operate modern technical inputs are themselves based on 
the view that ‘[i]f the labour force was dear’ on the antebellum southern 

convict labour, and that alone, this fi ne establishment was founded and maintained. 
Nothing of the sort could have existed in the island if convicts had not been transmit-
ted thither, and assigned upon their landing to settlers authorized to make slaves of 
them. In this small island, of which the whole population is under 50,000, there have 
been at one time fi ft y establishments much resembling that which I have described.’ 
Comparing this situation with the United States, where capitalist producers employed 
Irish immigrant workers who were free, the same source concludes: ‘In British North 
America, there is not one (large commercial farming establishment) that bears the 
slightest resemblance to it, in point of scale, perfection of management, or productive-
ness in proportion to the capital or labour employed: for the slavish Irish labour of 
a colony is less easily combined, and less surely retained, than convict slave-labour. 
I doubt whether in all Canada, though many a fi rst-rate English and Scotch farmer 
have emigrated thither, there is even one farm of 500 acres, the management of which 
would not be deemed very slovenly in Scotland or England, or of which the produce 
in proportion to capital and labour amounts to half that of a Tasmanian farm.’

39 Th us, for example, Belloc (1924: 99–100, original emphasis) observed: ‘One oft en 
hears it said that slave labour is less productive than free labour, that is, labour work-
ing at a wage under Capitalism. People sometimes point to modern examples of this 
contrast, saying that places like the Southern States of America, where slave labour 
was used a lifetime ago, were less productive than the Northern States, where labour 
was free. But though this is true of particular moments in history, it is not generally 
true. Free labour working at a wage under the fi rst institution of capitalism—when, 
for instance, a body of capitalists are beginning to develop a new country with hired 
free men to work for them—will be full of energy and highly productive. But when 
what is called “free labour”—that is, men without property working by contract for a 
wage—gets into routine and habit, it is doubtful whether it is more productive than 
slave labour. It is accompanied by a great deal of ill-will. Th ere is perpetual interrup-
tion by strikes, and lock-outs, and the process of production cannot be as minutely 
and absolutely directed by the small and leisured class as can slave labour. Th ere is no 
reason why a free man working for another’s profi t should do his best. On the contrary, 
he has every reason to work as little as possible, while the slave can be compelled to 
work hard.’ Unlike Marxists, however, Belloc mounted an attack on capitalism from 
the political right, so as to defend Catholicism and its socio-economic hierarchy.
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plantation, it was because ‘the negroes could not be trusted with mod-
ern implements and used only the most primitive tools’.40 To some 
degree, the same could also be said of the observation by John Stuart 
Mill that ‘it remains certain that slavery is incompatible with . . . any 
real effi  ciency of labour. For all products which require much skill, 
slave countries are always dependent on foreigners’.41

Signifi cantly, Th omas Nelson Page and Ulrich Bonnell Phillips, both 
apologists for the slave labour régime on the antebellum Southern plan-
tation, regarded the ineffi  ciency of labour-power that was unfree—its 
incompatibility with the requirements of skilled tasks and careful use 
of agricultural implements—as an innate characteristic of racial diff er-
ence.42 Equally signifi cantly, it was to combat this view of plantation 

40 For this argument, see Weber (1927: 82–3). Elsewhere he appears to suggest (‘the 
specifi cally occidental form of the organization of labour’) that the dichotomy between 
free and unfree labour was overlaid by an additional polarity between ‘Western self ’ 
and ‘Eastern other’ (Weber, 1927: 300).

41 See Mill (1849a: 306, 309), who extended this view (slaves = primitive subjects = 
technologically backward, therefore slaves ≠ operators of modern techniques, imple-
ments, consequently unfree labour = economically ineffi  cient) to ‘the Slavonic nations, 
who have not yet advanced beyond a state of civilization corresponding to the age of 
villeinage in western Europe, and can only be expected to emerge from it in the same 
gradual manner (as “Negro-slaves”), however much accelerated by the salutary infl u-
ence of the ideas of more advanced countries’. 

42 In the opinion of Th omas Nelson Page (1919: 313, 314, 320, original emphasis), 
therefore, ‘(s)cientifi cally, historically, congenitally, the white race and the negro race 
diff er . . . What of value to the human race has the negro mind as yet produced? In art, 
in mechanical development, in literature, in mental and moral science, in all the range 
of mental action, no notable work has up until this time come from a negro . . . (T)he 
negroes as a race have never exhibited any capacity to advance; . . . as a race they are 
inferior.’ He concluded (Page, 1919: 338–39): ‘Th ey do not appear to possess the fac-
ulties which are essential to conduct any business in which reason has to be applied 
beyond the immediate act in hand,’ adding that a ‘great strike occurred last year in 
one of the large iron-works of the city of Richmond. Th e president of the company 
told me aft erwards that, although the places at the machines were fi lled later on by vol-
unteers, and although there were many negroes employed in the works who did not 
strike, it never occurred to either the management or to the negroes that they could 
work at the machines, and not one had ever suggested it.’ Th is lack of ability and skill 
in turn underwrote his argument (Page, 1919: 277ff .) that, following emancipation, 
blacks who had no ‘civilization’, and could not be ‘civilized,’ should not be included 
in the franchise. Ulrich Bonnell Phillips similarly maintained that slave ineffi  ciency 
in the antebellum South was an attribute of—and proof for—the ‘backwardness’/
‘primitiveness’ of workers who were black In his view, therefore, (Phillips, 1918: 339), 
‘negroes furnished inertly obeying minds and muscles . . . But in the work of a planta-
tion squad no delicate implements could be employed, for they would be broken; 
and no discriminating care in the handling of crops could be had except at a cost of 
supervision which was generally prohibitive. Th e whole establishment would work 
with success only when management fully recognized and allowed for the crudity 
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slaves as innately inferior and unskilled that a subsequent revisionist 
interpretation emerged: the infl uential neo-classical economic histo-
riography (= cliometrics) associated with the work of Robert Fogel 
and Stanley Engerman.43 Ironically, however, portraying black unfree 
workers in the antebellum South as empowered led neo-classical his-
torians to depict the plantation régime as essentially an harmonious 
system containing ‘choice-making’ subjects, a view not so dissimilar 
ideologically from the one they had initially set out to challenge.44

Th e Costs of Unfree Labour

Because unfree labour is classifi ed as fi xed capital, it is perceived as too 
costly when compared with free labour. Th is is because an employer is 

of labour. Th e planters faced this fact with mingled resolution and resignation. Th e 
sluggishness of the bulk of their slaves they took as a racial trait to be conquered by 
discipline, even though their ineptitude was not to be eradicated . . .’

43 Cliometric approaches to unfree labour include not just Fogel and Engerman 
(1974) but also and earlier Conrad and Meyer (1965: 43ff .), Coats and Robertson 
(1969), Andreano (1970), Parker (1970) and Temin (1973: 337ff .). It should be noted 
that until the cliometric intervention in the debate about American slavery began to 
exercise infl uence on other fi elds, the focus of discussion concerning unfreedom—see, 
for example, the contributions to collections edited by Herskovits and Harwitz (1964), 
Tuden and Plotnicov (1970), and Bowker and Carrier (1976)—tended to be not so 
much on its connection with economic development (let alone capitalism) as on the 
problem of ethnic stratifi cation and plural society. Even though one may disagree 
strongly with cliometric epistemology, therefore, it nevertheless reoriented the debate 
in an important way, bringing it back within the domain of political economy.

44 In a Preface to one edited volume (Engerman and Genovese, 1975) on slavery, 
Fogel (1975: vii) observed that ‘(d)uring the late 1960s there were raging debates as 
to whether black studies and black history had a legitimate place in the university 
curriculum,’ adding that ‘now we have this volume which shows that black history 
has become the leading arena in the eff ort to apply quantitative methods to historical 
research.’ Th at the racism of Phillips was the target of much cliometric analysis is evi-
dent from Engerman (1973), who counterposes to the view of the former—equating 
slavery with ineffi  cient black workers, the ‘Sambo’ sterotype—the fi ndings from his 
new economic historiography: namely, that slaves were much rather hard workers who 
responded rationally and effi  ciently to ‘pecuniary incentives’. In this way, the planta-
tion slave was declared empowered and recuperated for neoclassical economic analysis; 
the coercive nature of the labour régime was correspondingly denied or downplayed, 
and the plantation declared to be the epitome of a capitalist fi rm employing what was 
in eff ect no diff erent from the free workers used in manufacturing occupations else-
where. Although such an approach dispelled a central emplacement of racism—that 
blacks were economically ineffi  cient workers incapable of undertaking agricultural 
tasks without the supervision of or direction by white planters—it replaced this with 
an alternative stereotype. Namely, of an unquestioning black worker colluding with 
planters in his or her own subjection. Th is, it scarcely needs pointing out, is very dif-
ferent from the view advanced here: that although the plantation was indeed capitalist, 
its workforce was coerced, an eff ect of class struggle, and thus not empowered.
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unable to get rid of these kinds of workers when there is nothing for 
them to do, and consequently there are long periods when they are not 
employed productively (= effi  ciently). Th e assumption is that unfree 
workers—like machinery—have to be paid for during periods when 
they are not producing commodities, and thus the whole cost is borne 
by the capitalist. However, the argument about the expense of using 
workers that are not free is faced with three rather obvious problems. 

To begin with, the objection advanced by Weber about the high 
cost to the owner of maintaining slave family is valid only where the 
members of the slave family do not themselves work in the fi elds, or 
cannot be sold, neither of which considerations applied historically to 
the antebellum plantation régime.45 More importantly, if unfree labour 
is so costly in comparison to its free equivalent, why then do commer-
cial producers keep on recruiting and retaining such workers where/
when possible? And why, if it was so costly, did European capitalists at 
the start of the twentieth century insist that their competitors should 
not employ unfree workers to produce commodities destined for the 
international market?

In these contexts capitalist opposition to the employment of unfree 
labour had less to do with upholding humanitarian principle and more 
to do with countering and negating the cost advantages that such prac-
tices conferred on economic rivals.46 Unfree labour is indeed profi t-

45 As is well known, the objection about the cost to an employer of maintaining 
kinfolk of unfree workers does not apply to India, where family members of a bonded 
labourer frequently toil alongside the latter in the fi elds or in the household of the 
employer.

46 Th is element of inter-imperial commercial rivalry emerged at the start of the 
twentieth century in the case of the campaign by British cocoa manufacturers against 
the labour régime on cocoa plantations in the islands of St. Th omé and Principe, both 
of which were Portuguese colonial possessions. Th e latter provided cocoa for capital-
ist enterprises selling to the American market, and the use of unfree labour (serviçal) 
from Angola gave US companies a competitive edge. It was this as much as anything 
that informed the both opposition to unfree labour voiced by British cocoa manufac-
turers (Cadbury, 1909; Anti-Slavery and Aborigines Protection Society, 1913) and the 
refusal by American fi rms to join them in denouncing the plantation work régime. 
As noted by a representative of the British cocoa manufacturers (Cadbury, 1909: 3–4), 
‘A large American fi rm approached did not, much to our regret, see their way at that 
time to interest themselves in the subject’. Much of the debate between rival imperi-
alist powers concerned the incidence and causes of mortality rates among plantation 
workers, the object of those who employed unfree labour being to decouple mortality 
from the work régime on commercial enterprises. In keeping with the practice of 
either denying the high incidence of mortality among unfree workers or else blaming 
this on ‘natural’ factors unconnected with their pay and conditions, for example, the 
last governor of German East Africa (Schnee, 1926: 138–39) at fi rst disavowed a link 
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able, not only intrinsically—because workers who are unfree are not 
able to negotiate over the price of their labour-power or sell it freely 
on the open market—but also because it drags down the price of free 
labour, which in cases where the latter is more costly the former either 
cheapens or displaces. Once again, evidence confi rming this can be 
sought from the most advanced form of capitalism: the United States 
during the nineteenth and twentieth centuries.

Th at the object of restructuring was to replace more expensive free 
labour with workers who, because they were unfree, were also cheaper 
to employ, was a point conceded even by supporters of the slave 
labour régime as it existed on the Southern plantation. According to 
one such—Ulrich Bonnell Phillips—this kind of workforce recomposi-
tion was driven mainly by considerations of cost and control. Unfree 
labour-power was preferred because a capacity of free workers to go on 
strike at harvest time amounted to ‘an overindulgence by the labour-
ers in the privileges of liberty [that] might bring ruin to the employ-
ers’.47 Th e perceived economic ineffi  ciency of unfree labour-power was 
accordingly off set by its cheapness and governability.

During the late 1860s convict leasing in Mississipi was advocated not 
by an economically backward (= ‘feudal’) landowning class that had 
been defeated in the Civil war but rather by an economically dynamic 
capitalist class composed of commercial farmers, rich industrialists 
and businessmen, all of whom wanted to see black prisoners ‘serve 
their sentences in the coal mines, sawmills, railroad camps, and cotton 

between forced labour and an indigenous population decline. He then accepted that 
the death-rate among plantation workers was ‘at times regrettably high’; however, this 
was attributed by him not to working conditions but to ‘natural’ occurrences, such as 
climate, epidemics and fevers.

47 Writing about the labour régime on antebellum Southern plantations, Ulrich 
Bonnell Phillips—a prominent defender of slavery—used the following example to 
illustrate why employers opted for a workforce that was unfree: ‘Free workingmen in 
general, whether farmers, artisans or unskilled wage earners, merely fi lled the inter-
stices in and about the slave plantations,’ he noted (Phillips, 1918: 337), and proceeded 
to explain why. ‘One year in the eighteen-forties a planter near New Orleans, attempt-
ing to dispense with slave labour, assembled a force of about a hundred Irish and 
German immigrants for his crop routine. Th ings went smoothly until the midst of the 
grinding season, when with one accord the gang struck for double pay. Rejecting the 
demand the planter was unable to proceed with his harvest and lost some ten thou-
sand dollars worth of his crop. Th e generality of the planters realized, without such a 
demonstration, that each year must bring its crop crisis during which an overindul-
gence by the labourers in the privileges of liberty might bring ruin to the employers. 
To secure immunity from this they were more fully reconciled to the limitations of 
their peculiar labour supply.’
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fi elds of the emerging New South’.48 Th at the employment preference 
of those owning means of production was for workers who were unfree 
and not free ones is underlined by the fact that in the mid-1870s the 
number of off ences carrying a prison sentence was extended by the 
state, precisely in order to increase the number of unfree workers 
made available to capital through the convict lease system.49 Capitalist 
fi rms in the post-bellum South either employed prisoners directly, 
on their own cotton plantations, coal mines and textile mills, or else 
leased them to other employers, such as railroad construction compa-
nies, who hired unfree labour thus obtained in preference to the free 
workers (migrants from Europe) already available for hire.50 Convicts 
deployed in this manner were used in the production of cheap iron, 
lumber, turpentine, sugar, and tobacco, among other commodities.51 

Convict labour is in one important sense a misnomer: used in a 
general sense, the term conveys the ostensibly neutral activity of work 
carried out by inmates, a perception that translates easily into the 
concept of prison work as a form of occupational therapy. Th e role 
discharged by incarceration in contexts such as the New South (and 
South Africa), however, possessed a diff erent logic: it was not a case 
of an already existing inmate population being put to work, therefore, 
as of a free workforce being turned into a prison population with the 
object of converting its subjects into labour that was no longer free. 
Th is commercial leasing of prison labour has continued to fuel the 
‘fully functioning’ accumulation process in the United States.

A consequence of the expansion in the numbers of inmates and the 
privatization of prison operations is that incarcerated subjects in the 

48 See Oshinsky (1997: 35–6).
49 See Oshinsky (1997: 40–41), who comments: ‘As the legislature increased the 

penalties for minor property crimes, the local courts moved to weaken the protections 
only recently aff orded black defendants’.

50 Hence the view (Oshinsky, 1997: 58) that, in the aft ermath of the Civil war ‘(t)he 
advantages of convict labour were quickly perceived. When the Cincinnati Southern 
Railroad decided to run a trunk line over the Cumberland mountains to Chattanooga, 
it fi rst hired gangs of Irish, Italian, and black workers at wages ranging from $1.25 to 
$3.50 a day. But free labour proved hard to manage, on and off  the job . . . so the rail-
road turned to convicts. Four hundred of them were leased . . . at the daily rate of $1 per 
man . . . Th e convicts worked 16 hour shift s with a short break for meals. Completed in 
a single year, the Cumberland line came in well under budget, and the high quality of 
the work led some to call it the “best railroad built in the United States” ’.

51 According to Oshinsky (1997: 44), in Mississipi the employment of unfree 
labour was indeed profi table, not least because it does ‘30 percent more work than 
free labourers’.
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United States are perceived nowadays by industrial capitalist enter-
prises as a reliable and cheap source of labour-power.52 Contrary to 
the view of Adam Smith and others that the work they produced was 
of poor quality, and that consequently they were less profi table and 
more costly to employ, and in economic terms generally less effi  cient, 
therefore, unfree labourers in the United States completed the tasks 
to which they were allocated by capital not only more cheaply, more 
profi tably, and quicker than free labour, but the work itself was also of 
a higher quality.53 Th is is even more so the case today.

Markets and Unfreedom

Th e argument that unfree labour inhibits the expansion of a home 
market for the commodities produced by capitalism holds only where 
the market outlet for such output remains domestic, and consumers 
are themselves unfree. Where products made by unfree labour are 
exported to other (international) markets, the consumers of which are 
free, the market expansion argument does not hold. Th ere is accord-
ingly no obstacle to employment by capitalist producers of work-
ers who are unfree in situations where a fundamental break occurs 
between producer and consumer, a characteristic that obtains where 
accumulation is global in scope.54

52 According to a recent account, in the United States ‘the number of privately-
operated prisons has jumped from fi ve to 100 in the past decade alone, and is still 
growing . . . the private use of prison labour is legal in 37 states and has been enthu-
siastically embraced by dozens of household-name fi rms, including IBM, Boeing, 
Microsoft  and AT&T.’ Th e same account continues: ‘(T)he scale of US prison labour 
makes it a fi rst-choice source of reliable, pliant workers who can be paid less than the 
minimum wage and cannot strike. Th at’s deemed unfair on the prisoners but more so 
on local non-prison workers, because it drives down wages and conditions. Prisoners 
are increasingly taking on the kind of low-skilled farmwork done until recently by 
immigrant labour. Th ere are also reports in the US press of “maquiladora” opera-
tions—US fi rms that exploit cheap labour in Mexico—shift ing factories back north 
of the border to take advantage of US prisoners.’ See ‘Free markets, unfree labour’, 
MoneyWeek, 15 April, 2008.

53 Not only did coal production in Alabama increase from 67,000 to 8.4 million 
tons over the 1875–1900 period, therefore, but ‘convict leasing was essential to this 
growth’ (Oshinsky, 1997: 76).

54 Where no capitalism exists, the presence of cheap unfree workers may indeed act 
as a break to economic growth, but not for the reason given: namely that unfreedom 
is inherently incompatible with technology. Where unfreedom exists, therefore, capi-
tal will not invest because workers possess little purchasing power, and consequently 
there is no market for its commodities. By contrast, where markets exist elsewhere, 
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As long as capital accumulation depends on the continued consum-
ing power of workers producing the commodities, it will be in the 
interests of capital to ensure that wages paid its labourers either retain 
or increase their purchasing power, a situation which does not favour 
the employment of cheap unfree labour. Th is was the logic behind the 
agrarian reform programmes in Latin America and elsewhere during 
the ‘development decade’ of the 1960s, which envisaged that among 
other things land redistribution would create or enlarge a market—
composed of peasant smallholders—for commodities produced by 
domestic capital. However, once capital no longer has to rely on the 
purchasing power of its own workers, it can solve crises of profi tability 
by recourse to recomposition/restructuring that entails the displace-
ment of free with unfree labour force.

Th e emphasis of current laissez faire policy on a low cost export 
agriculture contrasts with that of the 1960s ‘development decade’, 
when the implementation of Keynesian demand management policies 
was premissed on providing a nascent capitalist class with a domes-
tic market capable of buying the commodities it produced. In Th ird 
World nations at that conjuncture this involved creating a mass mar-
ket composed of peasants and agricultural workers newly endowed 
with purchasing power as a result of agrarian reform programmes. 
Central to this economic strategy was a process of institutional reform: 
by the mid-1970s, even the World Bank had not only incorporated 
within its own analytical framework the critique of feudal landowner-
ship as an obstacle to economic development, but was also using the 
concept ‘feudalism’ itself in its own policy documents.55

Th e assumption was that rising income levels in rural areas would 
generate the consumer demand that would in turn fuel economic 
development in what had hitherto been underdeveloped nations. 
Given the latter objective, it is hardly surprising that one of the main 
reasons for expropriating large landowners was to eradicate the con-
trol they exercised over poor peasants and workers via the debt bond-
age mechanism designed to keep rural wages low. Clearly, an eff ect 
of the continued presence of unfree labour in rural areas would have 

capital is no longer dependent on local workers for consuming commodities, and it 
can accordingly deploy unfree relations in its labour process.

55 See World Bank (1975: 16ff .) for evidence of the fact that, by the mid-1970s, the 
concept ‘feudalism’ had become part of the accepted terminology in its policy frame-
work when analyzing development strategy.
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been incompatible with the desire to create a mass market in such 
underdeveloped contexts.

Where a mass market already exists, as is the case in metropolitan 
capitalist nations—the employment of workers who are unfree confers 
a diff erent kind of economic advantage. In such contexts this rela-
tion also enables agribusiness enterprises to keep down the cost of 
labour-power, particularly when this is provided by immigrant work-
ers, thereby lowering the cost to domestic capital of foodstuff s—and 
through this the bundle of wage goods—consumed by industrial labour 
in the context in question.

In the current global market, therefore, capitalists can get round 
this diffi  culty by supplying commodities produced by unfree labour 
to the international market, and not the home market. Th is avoids the 
contradiction of employers having to pay their own workers more to 
consume the items produced by capitalism. Once capital is no lon-
ger exclusively national, this particular problem is no longer a central 
consideration. Much the same cause—the internationalization of the 
market, but this time for workers—is the reason why there are not 
diffi  culties with the supply of labour that is unfree.

Th e argument that capitalists eschew unfree labour because it is in 
short supply is also open to a number of objections. As with other claims 
about the incompatibility between unfreedom and accumulation, this 
objection could as easily apply to free labour. Most signifi cantly, this 
objection is informed by a subtext which, in eff ect, undermines it: 
hence the argument that it is the uncertainty of supply which pre-
vents the reproduction of slavery and other forms of unfree relation 
admits the premises that, in the event of the supply being assured, 
there would be no reason why such production relations might not 
continue, a view found even in the framework of some Marxists.56

In contrast to the argument that, from the point of view of a pro-
spective capitalist employer, a major problem with using workers who 
are unfree is the non-assured or unreliable nature of the supply, in 
contexts where such production relations have been—and are—repro-
duced institutionally (e.g., the United States, South Africa under the 

56 Th us, for example, in his analysis of the reasons why slavery was replaced by 
serfdom in ancient India, Dange (1949: 176) observes that ‘(r)eplenishing the worn-
out or the lost slave was becoming diffi  cult’.
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apartheid system) they constitute an assured and dependable source of 
labour-power precisely because its subjects are not free.57 

For both Weber and Mill, the inability to guarantee employers of 
unfree labour with continued access to plentiful supplies of such work-
ers constituted an important obstacle to production based on their 
use: were such workers to be available in the amounts and at a (low) 
cost acceptable to producers, they could be ‘worked to death’, thereby 
obviating for any supposed shortcomings in the quantity/quality of 
commodities produced by them. It is these very conditions that are in 
fact met by modern forms of unfree labour, linked as they are to the 
global expansion of the industrial reserve army of labour during the 
post-1945 era.

Semi-Feudalism versus Deproletarianization

Turning to the way Marxism currently interprets the capitalism/
unfreedom link, here one is confronted with two antithetical inter-
pretations. On the one hand, therefore, the semi-feudal thesis insists 
that capitalism and unfree labour are incompatible. It regards unfree 
labour as a precapitalist relation, destined to be replaced by a work-
force that is free as capitalism spreads throughout the agrarian sector 
of Th ird World nations.

57 ‘From a business standpoint,’ notes Oshinsky (1997: 44), ‘the subleasing (of con-
vict labour in Mississipi during the latter half of the nineteenth century) was ideal. It 
plugged the major weakness of the old system: the high fi xed cost of labour. Under the 
sublease, an employer was not stuck with a set number of prisoners over a long period 
of time. He did not have to feed, clothe, and guard them when there was little work to 
be done. He could now lease convicts according to his specifi c, or seasonal needs.’ For 
the regular and dependable nature of the supply of unfree black labour to commercial 
farmers in South Africa during the apartheid era, see Ainslie (1977) and Cook (1982). 
As the report into forced labour by United Nations and International Labour Offi  ce 
(1953: 77) confi rms, in South Africa ‘prison labour is hired out to railways, harbours 
local authorities, certain gold mines, farmers and other private persons.’ Th e same 
source (United Nations and International Labour Offi  ce, 1953: 78) noted further that 
commercial farmers themselves formed associations to secure such unfree workers 
from the state, noting that ‘(t)he districts where these prisons are are situated include 
the country’s highest food-producing centres, where labour is extremely short.’ On 
the dependability of the supply of prison labour in the United States, see Oshinsky 
(1997: 80–81), who notes: ‘Convicts did not skip work for picnics, holidays, funerals, 
and excursions. Nor did they . . . leave town in search of better wages, or go out on 
strike. “Convict labour is desirable by fi rms or corporations for the reason that it can 
be depended on—always ready for work,” boasted one prison offi  cial. “Contracts for 
the output can be made with the knowledge that the goods can be delivered.’
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Like much of the non-Marxist theory considered above, the semi-
feudal variant of Marxism views unfree labour as incompatible not just 
with capitalism but also with advanced productive forces, economic 
effi  ciency, skilled workers, and market expansion.58 Most crucially, the 
epistemological importance of the claim, by Marxists who are expo-
nents of the semi-feudal thesis and non-Marxists alike, that unfree 
labour is always and everywhere an economically ineffi  cient relational 
form, is its corollary. Namely, that capital is seen as opposed to using 
unfree labour, and in contexts where the latter relational form is found, 
invariably strives to replace it with free labour-power.

On the other hand, an alternative Marxist interpretation based on 
the concept deproletarianization maintains that unfree labour is not 
merely compatible with capitalism but in particular circumstances its 
relation of choice. Th is is because deproletarianization of the rural 
workforce (= decomposition/recomposition of the working class by 
means of restructuring) is a crucial part of the class struggle involving 
capital and labour. As such it enables capitalist producers to depoliti-
cize/cheapen/discipline their workforce.

Until the 1980s, the most common argument made with regard 
to agrarian transformation in India and elsewhere was that of the 
semi-feudal thesis, exponents of which insisted that capitalists would 
replace unfree labour with free workers, a view that still informs much 
of the discussion about rural transition and the agrarian question.59 
According to this view, all social relations of production in Th ird 
World agriculture will gradually metamorphose into those that char-
acterize agriculture in metropolitan capitalist countries. Since in the 
semi-feudal framework unfree relations are regarded as precapitalist, 
their presence in any context invariably signals either the absence or 
incompleteness of a transition to capitalism.

Th e proponents of the semi-feudal thesis argue, even now, for the 
necessity of boosting agricultural performance, so that the ever elusive 
agrarian capitalist—the absent ‘other’ of this framework—may fi nally 
emerge onto the historical stage and begin to provide a surplus for 

58 Among other things, the focus by both non-Marxist theory and exponents of the 
semi-feudal thesis on technical improvements as the motor of economic transforma-
tion—allocating primacy to the forces of production, in other words—opens the door 
to the position that it is possible to increase output without altering social relations.

59 On the claims made by and the persistence of the semi-feudal thesis, see Brass 
(1994; 1995; 1999: 154ff .; 2002).
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what in their view is an as-yet insuffi  ciently realized drive to industri-
alization. Th is, it seems will continue to be their view as long as the 
production relations they regard as capitalist—‘pure’ wage labour that 
is free, in other words—are not encountered in agriculture.60

Th is interpretation licenses in turn a specifi c politics. Equating 
unfree labour with the absence of capitalism, exponents of the semi-
feudal thesis maintain that systemic transformation entails a transition 
not to socialism but much rather to capitalism. For this reason, their 
political agenda consists of furthering the following strategic objec-
tives: bourgeois democracy, to be realized by means of an all-embrac-
ing alliance between workers, peasants and a ‘progressive’ national 
bourgeoisie in order to install a purportedly absent or an as-yet not 
‘fully functioning’ capitalism.

In the semi-feudal framework, therefore, the class struggle takes a 
specifi c form. It is located between on the one hand the progressive 
social forces, consisting not just of workers and poor peasants but also 
of a national bourgeoisie (= as yet not ‘fully functioning’ capitalists), 
and on the other international capital and its feudal representatives 
within the nation. Both the latter constitute an obstacle to the instal-
lation of a ‘fully functioning’ capitalism’, for which reason all the for-
mer are ranged against them, with the object of setting in motion the 
accumulation process.

Because their focus is on the coming of capitalism, therefore, expo-
nents of the ‘semi-feudal’ thesis tend also to focus on unfreedom as an 
obstacle to capitalist development. By its very nature, such an approach 
postpones and thus precludes the necessity of having to focus on the 
coming of socialism; accordingly, exponents of the ‘semi-feudal’ thesis 

60 Th e palpable fact of unfree labour employed by agrarian capitalists has led to 
an equally palpable discomfi ture on the part of exponents of the semi-feudal thesis. 
An example is the way in which Byres (1999) attempts to sidestep the persistence of 
bonded labour in the highly commercialized agriculture of the most advanced regions 
in India. In the states of Haryana, Punjab, Uttar Pradesh, and Andhra Pradesh, there-
fore, he is unable to deny that the ‘dominant classes’—for really rather obvious reasons, 
he cannot bring himself to write ‘agrarian capitalists’—do indeed utilize ‘various tied 
labour arrangements’. However, he then goes on to describe as ‘contradictions’ in the 
emancipatory process (unfree → free) the fact that in Andhra Pradesh the incidence 
of female attached labour has increased, and qualifi es it yet further by casting doubt 
on this being a widespread a phenomenon (Byres, 1999: 18–19). Symptomatically, 
therefore, he fails to question the extent to which such developments in the capitalist 
labour process (free → unfree) are typical, categorizing them as ‘anomalies’ (= ‘con-
tradictions’) instead of asking whether in fact they are anomalies.
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also miss the fact that unfreedom is now used in the class struggle—
and increasingly so—not by feudal landlords in a context where cap-
italism has yet to develop but by agrarian capitalists (farmers, rich 
peasants) in situations where capitalism has already developed, in 
order to pre-empt/prevent conditions that are favourable to the com-
ing of socialism.

By contrast, another variant of Marxism analyses the same capital-
ism/unfreedom link in a very diff erent way. It insists on the central-
ity to the accumulation process of unfree production relations, a view 
embodied in the concept deproletarianization. Th e latter involves the 
reproduction, the introduction (or reintroduction) of unfree labour, 
and corresponds to a form of workforce decomposition/recomposition 
frequently resorted to by employers in their struggle with labour.61 In 
contexts/periods where/when further accumulation is blocked by over-
production, therefore, economic crisis may force capital to restructure 
its labour process in one of two ways: either by replacing free workers 
with unfree equivalents, or by converting the former into the latter.

Both these kinds of transformation correspond to deproletarianiza-
tion, or the economic and politico-ideological decommodifi cation of 
labour power.62 Th e economic advantage of such restructuring is that 
it enables landholders/planters fi rst to lower the cost of local workers 
by importing unfree, more easily regulated, and thus cheaper outside 
labour, and then to lower the cost of the latter if/when the original 

61 Details about the interrelationship between on the one hand the decommodifi ca-
tion of labour-power, the employment of unfree labour, capitalist restructuring, and 
workforce decomposition/recomposition, and on the other the process of deproletari-
anization are outlined in Brass (1999). Th e latter outlines also the many examples of 
strong worker opposition to restructuring, and equally forthright attempts by employ-
ers to proceed with this, in order to cut production costs. Numerous contextually and 
historically-specifi c instances exist of the central role played by unfree labour in the 
process of capitalist restructuring, a procedure whereby employers used it to replace 
free workers bargaining over pay and conditions or engaged in strike action. Over the 
past two decades, Marxist theory about deproletarianization has been defended from 
critiques emanating largely from (mainly) anti-Marxist frameworks. Th e latter include 
not only neo-classical economic historiography (Steinfeld, Shlomowitz, Fogel and 
Engerman,), postmodernism (Prakash, Taussig) and exercises in eclecticism (Banaji), 
but also interpretations linked to the semi-feudal thesis (Byres, Patnaik, Breman).

62 Labour-power is free by virtue of its owner being able to commodify and recom-
modify it unconditionally: that is, to be free in the sense understood by Marx and 
Marxism a worker must be able personally to sell his/her own labour-power on a 
continuous basis. Th at such a worker does not actually do this does not prevent the 
capacity to do this—should the owner of labour-power so wish—defi ning any and 
every production relation as free.
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external/local wage diff erential has been eroded. In this way it is pos-
sible for commercial producers either to maintain wages at existing 
(low) levels or even to decrease pay and conditions of each component 
of the workforce, thereby restoring/enhancing profi tability within the 
capitalist labour process.63

Deproletarianization as a concept is based on Marxist theory about 
labour power as the personal property of the worker, indeed his/her 
only one. It is clear that when Marx talks of labour power being 
‘free’, he is simply contrasting the feudal serf with the capitalist wage 
labourer. Whereas the former was still not separated either from means 
of production (land) or from the control of its owner (feudal lord), the 
latter is now compelled to provide the capitalist with labour-power. 
As described by Marx, this transition did not necessarily generate a 
workforce that is free.64

Trotsky clearly regarded agrarian relations identifi ed as ‘semifeudal’ 
and reproduced by a declining landlord class as in fact capitalist, and 
thus reproduced by a rural bourgeoisie. Th is is my view, and accords 
precisely with my interpretation of unfree labour as deproletarianiza-
tion undertaken by capital.65 During the 1970s, a number of commen-

63 Th is is the reason why the capitalist state is frequently called upon to ensure that 
those separated from their means of production are not just available to employers but 
also remain so. Hence the battery of legislative ordinances (peonage, pass laws, master 
and servant laws, vagrancy laws) designed to keep those without the means of labour 
in employment that may not be either of their choosing or to their liking. Whereas 
making those separated from their means of production sell their labour-power on 
the market is compatible with free work relations, requiring them to stay within such 
employment once entered into is not.

64 About this Marx (1976a: 875) noted: ‘Th e starting point of the development that 
gave rise both to the wage labourer and to the capitalist was the enslavement of the 
worker. Th e advance made consisted in a change in the form of this servitude, in the 
transformation of feudal exploitation into capitalist exploitation . . .’ Elsewhere, how-
ever, it is not labour-power but rather labourers themselves who are categorized as 
by Marx and Engels as commodities under capitalism, a view which suggests that 
they perceived little relational distinctiveness between slaves and workers employed 
by capital. Hence the statement (Marx and Engels, 1976: 490) to the eff ect that ‘(i)n 
proportion as the bourgeoisie, i.e., capital, is developed, in the same proportion is the 
proletariat, the modern working class, developed—a class of labourers, who live only 
so long as they fi nd work, and who fi nd work only so long as their labour increases 
capital. Th ese labourers, who must sell themselves piecemeal, are a commodity, like 
every other article of commerce, and are consequently exposed to all the vicissitudes 
of competition, to all the fl uctuations of the market.’

65 Writing in 1931 about the agrarian question in Spain, Trotsky (1973: 77) observed: 
‘Th e relationships in the Spanish countryside present a picture of semifeudal exploita-
tion. Th e poverty of the peasants . . . the oppression by the landowners, authorities, and 
village chiefs have already more than once driven the agricultural workers and the 
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tators took issue with Deutscher’s view that Trotsky was a Marxist 
internationalist who, because his interest was in world revolution, pos-
sessed an outlook that extended beyond Russia.66

For these commentators, therefore, Trotskyism was essentially about 
how Marxist theory coped (or failed to cope with) the conditions gen-
erated by economic backwardness: hence the view that ‘far from being 
mired in internationalist concerns, [Trotsky] was throughout his life 
preoccupied with the problem of the relationship and applicability of 
Marxism to Russia, or, more generally, to backward, non-capitalist 
societies, and the idea of “world revolution” was an aspect of this, not 
vice versa’.67

By contrast, the argument here is that Trotsky was not interested 
simply in the Marxist theory about backwardness, much rather the 
opposite: precisely because his political objective involved world revo-
lution, and his analytical focus was correspondingly on how capitalism 
operated and reproduced itself as a (world) system, Trotsky insisted 
that any meaningful examination of the latter process required an 
understanding of the way in which accumulation occurred both in 
advanced and in backward societies simultaneously, as part of the 
same systemic unity. In short, his argument was not about economic 
backwardness per se, as claimed, but rather about the contradictions 
generated by economic forwardness, or how what happens in seem-
ingly backward societies where apparently non-capitalist (= ‘feudal’ 

peasant poor to the door of open mutiny. Does this mean, however, that even during 
a revolution bourgeois relations can be purged of feudalism? No. It only means that 
under the current conditions in Spain, capitalism must use feudal means to exploit the 
peasantry. To aim the weapon of the revolution against the remnants of the Spanish 
Middle Ages means to aim it against the very roots of bourgeois rule.’ Five year later, 
in 1937, Trotsky (1973: 307) notes: ‘According to (the Stalinists), the Spanish revolu-
tion was called upon to solve only its “democratic” tasks, for which a united front 
with the “democratic” bourgeoisie was indispensible . . . Fascism, however, is not a feu-
dal but a bourgeois reaction’. Trotsky then goes on to state that the attempt not to 
‘transgress the bounds of bourgeois democracy’ is made in ignorance of the fact that 
‘the landowners are intimately bound up with the commercial, industrial and bank-
ing bourgeoisie, and the bourgeois intelligentsia that depends on them.’ He concludes 
(Trotsky, 1973: 307–8) that ‘Th e agrarian revolution could have been accomplished 
only against the bourgeoisie, and therefore only through measures of the dictatorship 
of the proletariat. Th ere is no third, intermediate regime.’

66 Among those who subscribed to this kind of critique of Trotskyism were Day 
(1973), Hodgson (1975), and Knei-Paz (1977). On Trotsky’s internationalism, see the 
justly celebrated trilogy by Deutscher (1954; 1959; 1963).

67 Th is is the view of Knei-Paz (1977: 67, emphasis added), who goes on to catego-
rize Trotsky’s theory of ‘permanent revolution’ as the ‘revolution of backwardness’.
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or ‘semi-feudal’) relations are supposedly dominant, is actually deter-
mined by the unrecognized presence there of advanced capitalist 
elements.

It is certainly true that there exists a strand of Marxism (= semi-feu-
dal thesis) which associates the presence/absence of capitalism exclu-
sively with a corresponding presence/absence of labour-power that 
is relationally free.68 Equally true, however, is that such a view over-
looks or downplays an alternative Marxist interpretation (= deprole-
tarianization) of the potential/actual role of unfreedom, which links 
its reproduction to the class struggle between workers and employ-
ers once capitalism is well established. Given the current divergence 
in interpretation, therefore, it is necessary to ask the following ques-
tion. Is there much support in Marxist theory on the subject of the 
capitalism/unfreedom link for the claim made here: namely that dep-
roletarianization and class struggle off er better explanations than the 
semi-feudal thesis of what a capitalist labour régime in the twenty-fi rst 
century might look like?

What Marx and Other Marxists Really Said

Th e attempt to decouple Marxist theory about the capitalism/unfree-
dom link from the concept deproletarianization raises a number of 
rather obvious problems. If the notion of free labour-power being cru-
cial to a ‘fully-functioning’ capitalism is so central to Marxist theory, 
as is claimed, why then do so many Marxists maintain the opposite? 
Why do not just Marx, Engels, Kautsky, Lenin and Trotsky but also 
Mandel, Dobb, Kuczynski and Guérin all accept that accumulation 
does not necessarily require free labour-power, and can indeed do 
without this?

Marx and Engels on Unfree Labour

Contrary to received wisdom, the resort by capital to production rela-
tions that are unfree does fi nd support in the views of Marx, both about 
the specifi c historical instances—child labour in Britain and plantation 

68 Th e existence of a considerable epistemological overlap between on the one hand 
the non-Marxist interpretations considered above (Adam Smith, John Stuart Mill, 
John Bright), and on the other the semi-feudal thesis, ought to signal caution where 
claims to Marxist ‘authenticity’ are concerned.
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slavery in the antebellum American South—and more generally about 
the centrality to the accumulation process of class struggle.69 Indeed, 
in describing the impact of the reserve army of labour, and the impor-
tance of its role in the reproduction of capitalism, Marx observes that 
‘[a]accumulation of wealth at one pole is, therefore, at the same time 
accumulation of misery, the torment of labour, slavery, ignorance, 
brutalization and moral degradation at the opposite pole, i.e., on the 
side of the class that produces its own product as capital.’70

Th at child workers employed in the factories of mid-nineteenth 
century Britain were for Marx a form of unfree labour is clear from 
two things: not just from the fact that their personal labour-power was 
sold by others, but also from the comparison he makes between such 
workers and plantation slaves.71 Furthermore, he noted that wages 
paid to such workers were held down by the operation of the truck 

69 Not the least of the many ironies is that the approach of Marx to the role of 
child labour in the capitalist economy of Britain during the nineteenth century is very 
similar to that used by organizations such as the UN and the ILO in their critiques 
of child labour in India and other developing countries. Acknowledging that many 
child workers are unfree, a report by the UN Special Rapporteur (Bouhdiba, 1982: 
23) noted: ‘As has oft en been stressed, child labour brings down wages and therefore 
keeps adults in a highly insecure employment position . . . It is only in appearance that 
it helps families to survive. Far from improving the household income, child labour 
helps to reduce it.’ Th is is also the view in a report about child labour published in 
India itself (Government of India, 1979: 8) some three decades ago: ‘Child labour is 
as much the cause as the consequence of adult unemployment and under-employ-
ment. It at once supplements and depresses the family income. Child labour is not 
only a subsidy to industry but a direct inducement to the payment of low wages to 
adult workers. Th e entrance of children into the labour market reduces the volume 
of employment for the adult and lowers the bargaining power of adult workers.’ Such 
critiques, indicting as they do the economic structures of the capitalist system, are very 
diff erent from the kind of approach noted above, that seeks merely to verify whether 
or not such relational forms are prohibited in law.

70 See Marx (1976a: 799). Anticipating the account by Lenin of Russia (see below), 
Marx (1976a: 821, 830, 849) refers to miners in nineteenth century England as ‘bound’ 
workers—bonded to their capitalist employers for a twelve month period, like attached 
labourers in India—and endorses the description of agricultural workers as the ‘white 
slaves’ of farmers.

71 About this Marx (1976a: 519) wrote as follows: ‘But now the capitalist buys chil-
dren and young persons. Previously the worker sold his own labour-power, which 
he disposed of as a free agent . . . Now he sells wife and child. He has become a slave-
dealer. Notices of demand for children’s labour oft en resemble in form the inquiries 
for Negro slaves that were formerly to be read among the advertisements in American 
journals.’ He went on to observe (Marx, 1976a: 922) that ‘the transformation of manu-
facturing production into factory production and the establishment of the true rela-
tion between capital and labour-power’ entails among other things ‘child-slavery’.
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system, a classic debt bondage mechanism.72 Most signifi cantly, Marx 
emphasized that the employment of child labour was made possible by 
the introduction of machinery, where children worked alongside older 
female and male labourers.73 As is well known, the current prevalence 
of bonded child labour in agribusiness enterprises throughout India is 
a matter of record.74

72 ‘Wages’, argues Marx (1976a: 599), ‘miserable as they are (the maximum wages 
of a child in the straw-plait schools rising in rare cases to 3 shillings), are reduced far 
below their nominal amount by the prevalence of the truck system everywhere, but 
especially in the lace districts.’

73 ‘Th e labour of women and children was therefore the fi rst result of the capitalist 
application of machinery . . . If machinery is the most powerful means of raising the 
productivity of labour, i.e., of shortening the working time needed to produce a com-
modity, it is also, as a repository of capital, the most powerful means of lengthening 
the working day beyond all natural limits in those industries fi rst directly seized on 
by it’, noted Marx (1976a: 517, 526–7). He continued (Marx, 1976a: 590): ‘In contrast 
with the period of manufacture, the division of labour is now based, wherever pos-
sible, on the employment of women, of children of all ages and of unskilled workers, 
in short of “cheap labour”, as the English typically describe it.’ In the Communist 
Manifesto, Marx and Engels (1976: 491) made much the same point: ‘Th e less the 
skill and exertion of strength implied in manual labour. . . . the more modern industry 
becomes developed, the more is the labour of men superseded by that of women (and 
children).’

74 Th ere are, unfortunately, still those—for example, Lieten (2003: 227ff .)—who 
take an idealized and largely uncritical view of child labour in India. Th e link between 
on the one hand capitalist competition and maintaining/enhancing profi tability, and 
securing higher output by employing the unfree labour of child workers emerged 
clearly from evidence presented to the 1931 Royal Commission on Labour in India. 
Th e exchanges contained in the latter about the kind of production relations used, and 
the reasons for this, are remarkable in terms of their frankness (Government of India, 
1931: 104–106, B-1367, B-1370, B-1171, B-1172, B-1374, B-1375, B-1376). Because 
rival producers were undercutting them (‘Persia is producing carpets considerably 
cheaper than we can produce here’), capitalist enterprises in India operating an out-
work system to make carpets for the international market extracted greater quantities 
of surplus labour from their debt bonded child workers (‘Until the money is paid back 
the boy has to work for me’). Master weavers who operated this outwork system made 
no secret either of the coercive methods used, or that this was the way in which higher 
output was obtained (‘we see to it that the boy is made to work a little more than he 
ought to work; if it is one rupee’s amount of work we see that we get 17 annas out 
of the boy’). In response to the question ‘if the children are playful, and not quick in 
learning (to work) or do not diligently do their work, how does the weaver get work 
from them?’, a master weaver answered: ‘By punishing them.’ To the next question, 
‘What sort of punishment?’, the reply was: ‘A slight beating’. When asked ‘if a boy does 
not turn out effi  cient work how do you get him to do it?’, the master weaver replied 
with remarkable candour: ‘Beat him, hit him on the face, hit him with the fi st and 
whatever we have handy at the time such as a stick.’ Unsurprisingly, the subsequent 
query concerned the reaction to such maltreatment, the answer revealing the extent 
to which such debt bondage relations were enforced by kin: ‘Does the boy sometimes 
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When accurately translated, it is clear that Marx himself subscribed 
to the view that owners of American slave plantations were capitalists, 
thereby confi rming that in his view accumulation could occur on the 
basis of unfree labour.75 Writing about the confl ict in America between 
the Northern and Southern states at the outbreak of the Civil War, 
he characterized this not just as a struggle between slavery and free 
labour, nor as a defensive war to ensure that the South could continue 
to employ labour that was unfree, but rather as a confl ict to extend 
the latter to the North and throughout the whole of North American 
society.76

In short, were the South to be victorious in this struggle, Northern 
capitalism in the United States would—in the words of Marx—be the 
subject of ‘a reorganization on the basis of slavery’.77 Th at is, a process 
of restructuring whereby workers who were free would be replaced by 
labour that was unfree (‘a war of conquest for the spread and perpetu-
ation of slavery’).78 A more succinct defi nition of struggle involving 

run away?—Yes. When he runs away how is he brought back to work?—Very few run 
away; when they do run away we go aft er them or send the parents aft er them.’

75 For this point, see Mintz (1977: 268–69, note 32). Th at Marx regarded planta-
tion-owners in America as capitalists is evident from the following observation (Marx, 
1986: 436, original emphasis): ‘Th at we now not only describe the plantation-owners 
as capitalists, but that they are capitalists . . .’.

76 On this, Marx (1984: 44, original emphasis) writes as follows: ‘A large part of the 
territory thus claimed is still in the possession of the Union and would fi rst have to be 
conquered from it. None of the so-called border states, however, not even those in the 
possession of the Confederacy, were ever actual slave states. Rather, they constitute an 
area of the United States in which the system of slavery and the system of free labour 
exist side by side and contend for mastery, the actual fi eld of battle between South and 
North, between slavery and freedom. Th e war of the Southern Confederacy is, there-
fore, not a war of defence, but a war of conquest, a war of conquest for the spread and 
perpetuation of slavery.’ Lest there be any doubt about it, this is repeated subsequently 
(Marx, 1984: 49): ‘One sees, therefore, that the war of the Southern Confederacy is 
in the true sense of the word a war of conquest for the spread and perpetuation of 
slavery.’

77 Hence the view (Marx, 1984: 50, original emphasis): ‘What would have taken 
place would be not a dissolution of the Union, but a reorganization of it, a reor-
ganization on the basis of slavery, under the recognized control of the slaveholding 
oligarchy. . . . Th e slave system would infect the whole Union. In the Northern states, 
where Negro slavery is in practice impossible, the white working class would gradually 
be forced down to the level of helotry . . . Th e present struggle between the South and 
the North is, therefore, nothing but a struggle between two social systems, the system 
of slavery and the system of free labour. Th e struggle has broken out because the two 
systems can no longer live peacefully side by side on the North American continent. 
It can only be ended by the victory of one system or the other.’

78 In a review of Capital, Engels drew attention to the fact that capitalist production 
on the basis of slavery was accompanied by the intensifi cation of labour. Hence the 
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workforce restructuring—a confl ict over decomposition/recomposi-
tion of the labour process in terms of free/unfree workers, or what I 
term deproletarianization—is diffi  cult to imagine.79

Since other Marxists have made much the same point about the 
antebellum plantation economy, it is hard to see quite in what way 
this view can still be considered ‘non-Marxist’.80 Th us the situation 
is the opposite of what it is usually presented as being: rather than 
regarding the slave plantation in nineteenth century southern US as 
pre- or non-capitalist, therefore, what Marx actually said—when not 
mistranslated—was that the slave plantation was a capitalist unit.81 

following (Engels, 1985: 252): ‘But wherever a nation whose production is carried on 
in the more rudimentary forms of slavery or serfage, lives in the midst of a universal 
market dominated by capitalist production, and where therefore the sale of its prod-
ucts for exports forms its chief purpose—there to the barbarous infamies of slavery or 
serfdom are superadded the civilized infamies of over-working. Th us in the Southern 
States of America slave-labour preserved a moderate and patriarchal character while 
production was directed to immediate domestic consumption chiefl y. But in the same 
measure as the export of cotton became a vital interest to those states, the over-work-
ing of the negro, in some instances even the wearing-out of his life in seven working 
years, became an element in a calculated and calculating system. . . .’. Th e same point 
was made subsequently by Guérin (see below).

79 Th at Marx himself saw the dangers of and was opposed to workforce restructur-
ing is evident from the following (Marx, 1985: 186): ‘To counteract the intrigues of 
capitalists always ready, in cases of strikes and lockouts, to misuse the foreign work-
man as a tool against the native workman, is one of the particular functions which 
our Society has hitherto performed with success. It is one of the great purposes of the 
(International Working Men’s) Association to make the workmen of diff erent coun-
tries not only feel but act as bretheren and comrades in the army of emancipation.’

80 According to Daniel Guérin (1956) in his Marxist analysis of the race question in 
the United States, unfree labour was compatible not just with capitalist production but 
also with advanced productive forces. Hence the view (Guérin, 1956: 29–30, emphasis 
added) that ‘. . . a technological revolution resuscitated the slave system and gave it a 
new lease on life: that is, the invention of the mechanical cotton gin by Eli Whitney in 
1794 . . . (in) the mid-19th century, slavery was not, as one might think, a rather shame-
ful residue, an anachronistic vestige of the past, on the verge of disappearing. On the 
contrary, it reached its height in the years 1820 to 1860, the period when Cotton was 
King. It was not a feudal but a capitalist institution . . . Moreover, the steadily declining 
price which the planters received for their cotton in the markets of New England and 
Europe narrowed their margin of profi t and induced them to redouble their exploi-
tation of the slaves. Th e institution of slavery, far from being mitigated, became ever 
more vile, ferocious and inhuman when modern capitalism revived it and worked it to 
the fullest.’ According to Ingram (1895: 285), following the invention of the cotton 
gin, exports from the United States of cotton rose from 138,328 pounds to 38,118,041 
pounds in 1804 and to 127,860,152 pounds in 1820.

81 Noting the fact that Marx classifi ed planters as capitalists and/or plantation 
agriculture as capitalist, some exponents of the semi-feudal thesis then simply deny 
this as being the case. Th us, for example, having asserted that for Marx slavery was 
incompatible with capitalism, Byres (1996: 253, 279 note 40, original emphasis) then 
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Hence the argument that unfree labour was perfectly acceptable to 
producers who were capitalist is not inconsistent with the theoretical 
framework of Marx himself.82

Th is is especially so when the dynamic role of confl ict is considered, 
and how the relative economic importance of free and unfree labour 
is structured by the dialectic. Not only did Marx himself point out 
that no social form vanishes until all its uses have been exhausted, 
but Engels (as well as Marx: see above) saw the role of class struggle 
as central to in the reproduction of capitalism, determining the way 
in which its production relations are constituted.83 In a similar vein, 
Engels chronicled historical reversals, whereby in the course of class 
struggle production relations that were initially free can indeed give 
way to those that are unfree.84

Marx himself hinted at the same possibility when observing that 
in historical instances where conquest occurs, and plunder entails the 
enslavement of the defeated population, ‘a mode of production appro-
priate to slave labour must be established’.85 Th is could apply just as 
easily to fl ows of migrant labour from present-day contexts either that 

accepts that ‘(t)here is a problem here. . . . (t)his is Marx’s apparent categorization . . . of 
plantation owners (slaveholders) as capitalists . . . slavery clearly cannot be viewed as 
capitalism and must be seen as quite distinct from it.’

82 Observing that ‘(s)lavery is an economic category like any other’, Marx (1976b: 
167) continued: ‘Direct slavery is just as much the pivot of bourgeois industry as 
machinery, credits, etc. Without slavery you have no cotton; without cotton you have 
no modern industry. It is slavery that gave the colonies their value; it is the colonies 
that created world trade, and it is world trade that is the precondition of large-scale 
industry. Th us slavery is an economic category of the greatest importance. Without 
slavery North America, the most progressive of countries, would be transformed into 
a patriarchal country. Wipe North America off  the map of the world, and you will 
have anarchy—the complete decay of modern commerce and civilization.’

83 Hence the observation in the 1859 Preface by Marx (1913: 12), and the following 
observation by Engels (Marx and Engels, 1957: 257): ‘In modern history at least it is, 
therefore, proved that all political struggles are class struggles, and all class struggles 
for emancipation, despite their necessarily political form—for every class struggle is a 
political struggle—turn ultimately on the question of economic emancipation.’

84 Th e historical reversal of emancipation—from free to unfree relations of produc-
tion—as the outcome of class struggle is noted by Engels in his introduction to the 
English edition of Socialism: Utopian and Scientifi c (1892). Th ere he (Marx and Engels, 
1957: 298) wrote as follows: ‘Th e Lutheran Reformation produced a new creed, indeed 
a religion adapted to absolute monarchy. No sooner were the peasants of North East 
Germany converted to Lutheranism than they were from freemen reduced to serfs.’

85 See Marx (1986: 35), who was referring to the plantation agriculture in the ante-
bellum South. Th is was a view echoed by Plekhanov in the 1890s. ‘Slavery in the 
European colonies is also, at fi rst glance,’ he wrote (Plekhanov, 1976: 175, original 
emphasis), ‘a paradoxical example of capitalist development. Th is phenomenon . . . 
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neoliberalism has penetrated economically, or which imperialism has 
literally conquered. In both cases, the incorporation of such work-
ers into the labour process of the victorious social formation entails 
changes to—but is not incompatible with—the existing mode of pro-
duction (capitalism).

Kautsky and Lenin on Unfree Labour

Although Kautsky appears to belong to the ranks of those who clas-
sify unfree labour as economically ineffi  cient, he nevertheless accepted 
that, where and when large enterprises had access to such produc-
tion relations, they were able to maintain or enhance their profi t-
ability.86 He also recognized, as did Lenin (see below), that the real 
economic signifi cance of the small-scale rural ‘enterprise’ lay in its role 
as a source of outworkers—composed for the most part of female and 
child labour—on which large-scale agribusiness and industrial capital-
ists depended in order to boost profi tability.

Th at he did not believe a capitalist agriculture would automati-
cally replace unfree workers with free equivalents was clear from what 
Kautsky wrote during the 1890s: both in the Erfurt programme, and in 
Th e Agrarian Question.87 Not only did he maintain that, with the intro-
duction into the accumulation process of machinery, capital would 
increasingly replace the labour-power of men with that of women and 
children, but he also saw depriving workers of their freedom as being 
the logical outcome of capitalist development.88 Central to all these 

cannot be explained by the logic of economic life in the countries it was to be met in. 
Th e explanation is to be sought in international economic relations.’

86 Despite associating ‘the exercise of care’ (= economic effi  ciency in the sense he 
understood the term) n the labour process with workers only when employed on large 
farms, Kautsky noted that the conditions licensing such a situation—good pay, good 
food and good treatment—were not only absent from the majority of capitalist agri-
business enterprises but would also not be introduced voluntarily by these employers. 
About this he wrote (Kautsky, 1988: 118, emphasis added): ‘If the position of most 
small farmers is inimicable to the exercise of care, conversely the large farm is emi-
nently capable of getting careful work out of its wage labourers. Good pay, good food, 
and good treatment have a considerable eff ect . . . Well-paid and well-fed, and hence 
intelligent, workers are an indispensable prerequisite for rational large-scale farming. 
Th is precondition is still undoubtedly lacking in the majority of instances, and it would 
be naïve to expect any improvement from the “enlightened despotism” of large-scale 
farmers.’

87 For translations into English of the 1891 Erfurt Programme and the 1899 Agrarian 
Question, see Kautsky (1910; 1988).

88 Like other Marxists, Kautsky (1910: 24–25) argued that, as capitalism developed, 
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processes, Kautsky argued, was the element of class struggle linked to 
the formation, expansion and reproduction of an industrial reserve 
army of labour.89

Th e latter took a form that is familiar to all those who study the pat-
tern of agrarian capitalist development in the so-called Th ird World. 
Kautsky eff ects a contrast between on the one hand the big peasant, 
who works alongside and supervises his labourers, and on the other 
the small peasant, who is required to overwork his kinfolk/family, 
making them ‘slaves without a will of their own’.90 A peasant small-
holding is able to reproduce itself not because it is inherently effi  cient 
economically, let alone able to compete successfully with capitalist 
units, as populists maintained, but rather because it constituted a 
labour reserve on which large commercial farms drew for the purpose 
of accumulation.91

the labour-power of males would be replaced by that of women and children: ‘Th ere 
was a time when skill and strength were requisites for the working-man . . . Now, how-
ever, the progress made in the division of labour and the introduction of machinery 
render skill and strength superfl uous; they make it possible to substitute unskilled 
and cheap workmen for skilled ones; and, consequently, to put . . . women and even 
children in the place of men. In the early stages of manufacturing this tendency is 
already perceptible; but not until machinery is introduced into production do we fi nd 
the wholesale exploitation of women and children—the most helpless among the help-
less. . . . Th e labour of women and children, moreover, aff ords the additional advan-
tage that these are less capable of resistance than men.’ On the erosion by capital of 
freedom, his comments are as follows (Kautsky, 1910: 86–87): ‘Private ownership in 
the implements of labour has long ceased to secure to each producer the product of 
his labour and to guarantee him freedom. Today, on the contrary, society is rapidly 
drift ing to the point where the whole population of capitalist nations will be deprived 
of both property and freedom.’

89 ‘We have seen that the introduction of female and child-labour in industry is one 
of the most powerful means whereby capitalists reduce the wages of working-men,’ 
notes Kautsky (1910: 29, 32, 34), adding that: ‘To the capitalist this reserve army is 
invaluable. It places in his hands a powerful weapon with which to curb the army of 
the employed. Aft er excessive work on the part of some has produced lack of work 
for others, then the idleness of these is used as a means to keep up, and even increase, 
the excessive work of the former . . . unemployment becomes greater the harder and 
the longer the workman toils; he brings enforced idleness upon himself through his 
own labour.’

90 For this description, see Kautsky (1984: 25). Elsewhere Kautsky (1988: 110, 111) 
writes: ‘Th e small peasants not only fl og themselves into this drudgery: their families 
are not spared either. Since the running of the household and the farm are intimately 
linked together in agriculture, children—the most submissive of all labour—are always 
at hand! . . . Opportunities for the more intensive use of child-labour also work in the 
same direction (= intensifi cation of labour, lengthening of the working day).’

91 As Kautsky (1988: 111, 112) notes: ‘It takes a very obdurate admirer of smallscale 
landownership to see the advantages derived from forcing small cultivators down to 
the level of beasts of burden, into a life occupied by nothing other than work—apart 
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Th is meant, Kautsky pointed out, that the large commercial unit 
had ‘at its disposal very cheap forced labour. If the source of this cheap 
forced labour dried up the large-scale enterprise became unprofi table 
and was replaced by the small one.’92 Th is was the central thesis of his 
argument concerning the seemingly irrational survival of peasant cul-
tivators in an agriculture that is capitalist: namely, that because small-
holdings are a source of labour-power, they are never wholly displaced 
by large farms.93 Th is, and not their economic effi  ciency, is the reason 
why peasant economy survives.

Th is labour-power was provided, Kautsky pointed out, on a casual, 
seasonal or permanent basis by members of the peasant family farm, 
and controlled by large capitalist producers through the debt mech-
anism.94 By itself, however, the creation or reproduction of peasant 

from time set aside for sleeping and eating . . . Th e overwork of the small indepen-
dent farmers and their families is therefore not a factor which should be numbered 
amongst the advantages of the small farm even from a purely economic standpoint, 
leaving aside any ethical or other conditions.’

92 See Kautsky (1984: 14). Th e dynamic structuring this seemingly ‘autonomous’ 
peasant economy is made clear in the following manner (Kautsky, 1984: 19, original 
emphasis): ‘Th e capitalists favour this settlement of their workers on the land because 
they can make sure of their labour-power in this way, and make make the workers 
more dependent on them . . . Th us the number of dwarf-enterprises can grow under 
certain circumstances within the capitalist mode of production, alongside the latter, 
and as part of the latter’s growth, of the growth of the large-scale enterprise, of the 
growth of the proletariat. Th e dwarf-enterprise does not draw its vital force from its 
ability to compete but from the worker’s wage.’

93 See Kautsky (1988: 163), where he writes as follows: ‘Th e best conditions for 
bringing up a plentiful supply of able-bodied labour are found among the owners (or 
tenants) of small farms on which an independent household is linked with indepen-
dent farming. Not only does this group supply labour-power for itself, but also turns 
out a surplus (in the form of ) workers via their children, for whom there is no room 
on the family farm, and who can therefore be taken on as house-servants or day-
labourers by large farms.’

94 Observing that historically ‘the large-scale agricultural enterprise became impos-
sible to keep up, and peasant and tenant farms took the place of the plantations,’ 
Kautsky (1984: 14–15) adds: ‘Th is is also one of the reasons for the phenomenon that 
on the continent of Europe it is precisely in the most economically and politically 
developed states, states which were the fi rst to suppress compulsory feudal labour 
services, that peasant economy is most strongly entrenched’. Elsewhere in Europe the 
large-scale unit continues to be commercially viable precisely because ‘since the aboli-
tion of forced labour (this has rested) fi rst and foremost on a new kind of slavery, the 
slavery of indebtedness’ (original emphasis). Such a view was prevalent right across 
the political spectrum at that conjuncture, as is evident from what A.J. Balfour, the 
British Conservative Member of Parliament, stated in an address to the Industrial 
Remuneration Conference in 1885. On this subject, he wrote as follows (Dilke, 1968: 
342–43): ‘Th is view which, with very great reluctance I am compelled to accept, asserts 
that a peasant proprietary may, and in all old countries where it extensively prevails 
actually does, co-exist with great poverty in the large towns, with low wages and some-
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economy by large commercial farms so as to retain a labour reserve is 
insuffi  cient to prevent such workers from seeking better-paid employ-
ment in industry, and for this reason coercion is necessary to keep 
them on large enterprises.95 Kautsky makes clear not only the unfree 
nature of the workforce retained/employed in agriculture at this con-
juncture, but also how this is achieved: state compulsion, punishing 
breach of contract, enforcing the Masters and Servants Ordinance (‘to 
ensure that farmers can keep their servants’), and preventing the ‘free 
movement’ of migrants (= foreign workers).96

In other words, a large farm had also to prevent the workers form-
ing the labour reserve it had created from personally commodifying or 
recommodifying their own labour-power in the manner of a proletar-
iat; that is, it was necessary to deproletarianize them. His twofold con-
clusion is signifi cant. First, that what populists misinterpreted as the 
‘blossoming’ of peasant economy—its seeming capacity to reproduce 
itself in the face of capitalism—was much rather a sign of its distress, 
one characteristic of which was that ‘feudal forms of labour contract 
are re-emerging.’97 And second, the latter underlined the extent to 

times with harsh treatment of the labourer in the country districts. Th at while peasant 
proprietors are hard masters, and, where they have the chance, hard landlords, they 
themselves are too frequently subjected to a condition of dependence more cruel than 
that of any tenant or any landlord, or any labourer or any employer—the depen-
dence, namely of a small debtor on a professional moneylender.’ Balfour went on 
seemingly to commend the work of Marx on this subject (Dilke, 1968: 344), saying 
that—although he himself was no socialist—in his view it possessed ‘intellectual force,’ 
‘consistency,’ and ‘economic reasoning’.

95 Hence the observation (Kautsky, 1988: 225) that ‘large-scale landownership set 
about the artifi cial creation of small farms wherever the land has been cleared of them. 
And the stronger the pull of the town, the more landowners will try to bind the work-
ers they need to the land. But oft en the mere creation of small peasant plots is not 
suffi  cient to overcome the attraction of industry: legal compulsion also has to be used 
to keep workers on the large estates.’

96 Where fl ight from the land continues, observes Kautsky (1988: 231), ‘state com-
pulsion steps in to assist. Tightening up the Servants Ordinance, punishing breach of 
contract…are all meant to ensure that the farmers can keep their servants. Th e elimi-
nation or obstruction of free movement by banning (internal) migration, measures 
making it more diffi  cult for migrants to settle in towns…and similar moves, are meant 
to keep migrants at home.’ Th at is, economically immobile, on the land. Th is, Kautsky 
agrees, ‘will merely make rural life even more unbearable for the servants and contract 
workers (and) would rob numerous small peasants of the only opportunity they have 
for supplementary employment and throw them into acute poverty.’

97 Empirical data suggesting that peasant economy was reproducing itself economi-
cally, argued Kautsky (1988: 233), ‘warm the hearts of all good citizens who see the 
peasantry as the sturdiest bulwark of the existing order. Look, they exclaim, there is no 
movement—in agriculture that is: Marx’s dogma does not apply here… Th e peasantry 
(in the 1880s) appears to be blossoming anew—to the detriment of all those socialist 
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which agrarian capitalist development in Germany during the 1880s 
was being accompanied by the intensifi cation, not the elimination, of 
unfree labour.98

Lenin, too, understood the connection between on the one hand the 
presence of debt bondage and on the other the centrality of class strug-
gle leading to the restructuring the capitalist labour process, using out-
workers composed of unfree labour drawn form the industrial reserve 
army. About restructuring he notes that the outwork system which 
takes the form of domestic industry ‘by no means eliminates the con-
cept of capitalist manufacture, but on the contrary, is sometimes even 
a sign of its further development’.99 Th e importance of these small 
establishments is that they are connected with big ones to form what 
he calls ‘a single system of industry’, an arrangement described as typi-
cal of capitalist manufacture.100 Many of those who became ‘master-
industrialists’, observed Lenin, were in fact better-off  peasants.101

tendencies produced by industry. But this blossom has its roots in a swamp. It is not 
a product of the well-being of the peasantry, but of the distress of the whole of agricul-
ture…feudal forms of labour contract are re-emerging’ (original emphasis).

 98 Th e continued signifi cance of unfree labour at this conjuncture is evident from 
the fact that it is enshrined in German legislative ordinances. Th us the 1891 Industrial 
Code Amendment Bill (Germany) contains the following clauses (Schäffl  e, 1893: 232, 
233): ‘If the apprentice quits his instruction…without consent of his master…the 
police magistrate may, on application of the master, oblige the apprentice to remain 
under instruction so long as apprentice relations are declared by judicial ruling to be 
still undissolved…In case of refusal (by the worker), the police magistrate may cause 
the apprentice to be taken back by force, or he may compel him to return under pain 
of a fi ne, to the amount of fi ft y marks, or detention for fi ve days…Th e apprentice 
shall not be employed in the same trade by another employer, without consent of 
the former master, within nine months aft er such dissolution of apprentice relations’ 
(Clauses §130 and §132).

 99 See Lenin (1964a: 413). Opposing the Narodnik view that domestic industry 
was an autonomous economic form of production unconnected with capitalism, 
Lenin (1964: 450, 452) argued that outworkers wrongly classifi ed as part of ‘handi-
craft  industry’ should more realistically be categorized as ‘capitalistically employed 
workers’—that is, as part of a specifi cally capitalist system of production, and its social 
relations consequently seen as desired and reproduced by it. His conclusion (Lenin, 
1964a: 541) is equally emphatic: ‘Th e facts utterly refute the view widespread here 
in Russia that “factory” and “handicraft ” are isolated from each other. On the con-
trary, such a division is purely artifi cial. Th e connection and continuity between the 
forms…is of the most direct and intimate kind.’

100 See Lenin (1964a: 414, 438). Criticizing the Russian populists for missing this 
connection (‘Th e fundamental error of Narodnik economics is that it ignores, or 
glosses over, the connection between the big and the small establishments…’), he goes 
on to point out that (Lenin, 1964a: 441) ‘capitalist domestic industry is met with at 
all stages of the development of capitalism in industry, but it is most characteristic of 
manufacture’.

101 ‘We have seen,’ notes Lenin (1964a: 446), ‘that the big master-industrialists, the 
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In late nineteenth century Russia, the sweating system not merely 
drew in but depended upon the unfree and thus cheap labour-power 
of women and children, a phenomenon Marx had earlier identifi ed 
in the case of Britain.102 And again like Marx, Lenin noted the preva-
lence of unfree production relations (bonded labour, the truck system) 
accompanying this process of capitalist restructuring.103 Observing that 
the latter gives rise to a worker who is ‘not only a wage-slave, but also 
a debt-slave’, Lenin confi rms thereby that in his opinion accumulation 
results in labour-power that is paid and simultaneously unfree.104

In line with almost all other Marxists, Lenin was aware of not only 
the importance of class struggle as waged by capital so as to cheapen/
discipline labour, but also the resort by an employer to unfreedom 
when his (or ‘his’) workers attempt personally to commodify/recom-
modify their own labour-power and sell it to the highest bidder.105 

buyers-up, work-room owners and subcontractors are at the same time well-to-do 
agriculturalists.’ In the construction industry, the labour contractor is described as the 
one who becomes ‘a real capitalist’ (Lenin, 1964a: 530ff .). Th e same kind of phenom-
enon was noted earlier by Marx in relation to the gang system in nineteenth century 
English agriculture, where the labour contractor was a gangmaster who recruited and 
controlled groups of workers. ‘Some gangmasters,’ he observed (Marx, 1976a: 851 
note 10), ‘have worked up to a position of farmers of 500 acres, or proprietors of 
whole rows of houses.’

102 Referring to manufacturing apprenticeship, Lenin (1964a: 427–28) argues that it 
‘is well known that under general conditions of commodity economy and capitalism 
this (apprenticeship) gives rise to the worst form of dependence and exploitation’. 
He then compares the practice of apprenticeship to the conditions structuring the 
employment of child labour in manufacturing industry. Children continue to work, 
Lenin notes, even with ‘the advent of large-scale industry’, concurring with the analysis 
by Marx himself of this same trend in British industry some three decades earlier.

103 ‘Alongside the sweating system, and perhaps as one of its forms, should be 
placed the truck system,’ which, Lenin (1964a: 443) accepts, is commonplace in out-
work arrangements, adding that the ‘drawing of women and children of the tenderest 
age into production is nearly always observed in domestic industry.’

104 Hence the following (Lenin, 1964a: 445): ‘Th e isolation of the home workers and 
the abundance of middlemen naturally leads to widespread bondage…which usually 
accompany “patriarchal” relationships in remote rural districts. Workers’ indebted-
ness to employers is extremely widespread in the “handicraft ” industries in general, 
and in domestic industry in particular. Usually the worker is not only a Lohnsklave 
(wage-slave) but also a Schuldsklave (debt-slave).’ Having described the squirrel-fur 
industry as ‘a typical example of capitalist manufacture’, Lenin (1964a: 408–9) accepts 
that ‘relations between masters and workers are “patriarchal” ’, an employment situ-
ation where ‘masters knock them (labourers) about’. Th e same is true of relations in 
the button industry (Lenin, 1964a: 411).

105 Lenin (1964a: 440) accepts that even the development of industrial capital-
ism—as distinct from merchant capital—does not lead to the eradication of bonded 
labour (‘Th e mass of peasants…are in a similar state of bondage. Can one, under such 
circumstances, rejoice over the slight development of industrial capital?’).
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Accordingly, those categorized by Lenin as capitalist wage labourers 
are also described as being subordinated by all the mechanisms famil-
iarly associated with unfree production relations: employer collusion, 
retaining workers passports, and prohibiting farmers from employing 
‘absconding’ agricultural labourers.106 Th e employment of child labour 
in agriculture is perceived as a way in which peasant compete with 
capitalism, and in industry—specifi cally, the outwork system—it is 
seen as a way in which enables some capitalist enterprises to compete 
with other capitalist ones.107

Nor was it the case that constraints on outmigration posed by the 
existence in rural areas of unfree relations prevented the access by 
capital to an industrial reserve army of labour.108 In cases where rural 

106 Lenin (1964a: 246) cites the following example from the Kuban region: ‘Th e 
Cossack resorts to every possible method to force down the price of labour, acting 
either individually or through the community…cutting down the food, increasing the 
work quota, docking the pay, retaining workers’ passports, adopting public resolutions 
prohibiting specifi c farmers from employing workers, on pain of a fi ne, at above a 
defi nite rate, etc.’

107 On the employment of child labour in Russian agriculture, see Lenin (1963: 
209–13). Signifi cantly, even when he diff erentiates backward forms of capitalism from 
more advanced kinds, it is clear that unfree labour is common to both. Th us, for 
example, the mining industry in the Urals is characterized as a ‘backward’ form of 
capitalism where bonded labour persists, whereas mining in the South is described 
as a ‘purely capitalist industry’ (Lenin, 1964a: 488ff .). He then goes on to accept that 
unfree relations do exist even in the South, which earlier he held up as the epitome of 
‘advanced capitalism’, stating (Lenin, 1964a: 495): ‘Can one be surprised, for instance, 
at Southern mine owners being eager to tie the workers down and to secure the leg-
islative prohibition of competition by small establishments, when in the other mining 
area (i.e., the ‘backward’ Urals) such tying down and such prohibitions have existed 
for ages, and exist to this day, and when in another area the iron-masters, by using 
more primitive methods and employing cheaper and more docile labour, get a profi t 
on their pig-iron, without eff ort…?’

108 About the lumber and building industries, Lenin (1964a: 525ff .) asks ‘How is 
this industry organized?’, and answers ‘On purely capitalistic lines’. He goes on to 
delineate the relational forms characterizing such capitalist enterprises: ‘Lumbering 
is one of the worst paid occupations…Left  to toil in the remote forest depths, these 
workers are in a totally defenceless position, and in this branch of industry bondage, 
the truck system, and such-like concomitants of the “patriachal” peasant industries 
prevail…Moscow statisticians mention the “compulsory purchase of provisions,” 
which usually reduces to a marked degree the lumber workers’ earnings.’ Further on 
he (Lenin, 1964a: 528–29, original emphasis) notes that the ‘peasants are in “per-
petual bondage” to the lumber industrialists’, and goes on to observe that lumbermen 
‘represent that form of the reserve army (or relative surplus-population in capitalist 
society) which (Marxist) theory describes as latent; a certain (and, as we have seen, 
quite large) section of the rural population must always be ready to undertake such 
work, must always be in need of it. Th at is a condition for the existence and develop-
ment of capitalism.’
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inhabitants were unable to leave their communities, therefore, factories 
were sited in the villages. Th is, as Lenin observed, meant that ‘[w]hile 
the erection of factories in the countryside involves quite a few incon-
veniences, it does, however, guarantee a supply of cheap labour. Th e 
muzhik is not allowed to go to the factory, so the factory goes to the 
muzhik.’109 Th e contemporary resonance of this kind of capitalist relo-
cation, plus the reason for undertaking it, and the working arrange-
ments licensed thereby, are too obvious to need much elaboration.110

Trotsky and Other Marxists on Unfree Labour

Where issues of systemic and relational transition are involved, the 
work of Trotsky also provides a useful guide to a Marxist understand-
ing of the apparently contradictory way in which capital deploys/
reproduces both free and unfree labour-power in the course of agrar-
ian transformation. Th at Trotsky himself subscribed to the view that 
capitalism strives to replace free wage labour with unfree production 
relations is clear from a number of things. From the fact of his oppo-
sition to the conceptual apparatus structuring the concept ‘semi-feu-
dal’ and ‘feudal’, from his belief that the agrarian question would be 
resolved not by the bourgeoisie under capitalism but by the proletariat 
under socialism, and—most importantly—from what he wrote in 1925 
about the way in which accumulation made it necessary for advanced 
capitalist production to negate the very conditions of its own exis-
tence. On the latter point, therefore, Trotsky observed that advanced 
capital undermined not only competition (or the free market) but also 
‘the freedom of labour’.111

109 See Lenin (1964a: 524), where the reason for this is explained as follows: ‘Th e 
muzhik lacks complete freedom (thanks to the collective-responsibility system and the 
obstacles to his leaving the community) to seek an employer who gives the greatest 
advantage; but the employer has a perfect way of seeking out the cheapest worker.’

110 Th is pattern of relocation in search of ever-cheaper and more easily subordi-
nated forms of labour-power—an industrial reserve army that is global in scope, in 
other words—corresponds to what currently takes the form of the new international 
division of labour (Fröbel, Heinrichs and Kreye, 1980). It corresponds closely to the 
dynamic identifi ed a century ago by Lenin (1964a: 525, original emphasis): ‘By con-
verting the backwoodsman-muzhik into a factory worker at one stroke, the factory 
may for a time ensure for itself a supply of the cheapest, least developed and least 
exacting “hands” ’.

111 His observation about this is as follows (Trotsky, 1976: 49, emphasis added): 
‘Standardization is socialization carried into the technical side of production. We see 
how in this direction technical science in the leading capitalist countries is tearing 
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Much the same point was made subsequently by a number of his-
torians who were also Marxists, among whom were Jürgen Kuczynski, 
Maurice Dobb, Daniel Guérin and Ernest Mandel. Each recognized 
that, even in an advanced capitalist economy, unfree labour could be 
an outcome of class struggle. All of them accepted that capital did 
not always try to eliminate unfreedom and replace it with free labour, 
nor indeed did accumulation necessarily depend on this kind of 
trans-formation.112 In fact, Dobb—like Mandel—had no diffi  culty 
in recognizing that, even in metropolitan contexts, capital imposed 
unfreedom on labour when market conditions favoured workers and 
not employers.113

through the cover of private property, and embarking on what is, in essence, a nega-
tion of the principle of competition, “the freedom of labour” and everything connected 
with it.’

112 ‘Th e freedom of mobility has been taken away from labour to a degree which 
makes one question whether one can really still speak of a proletariat such as we 
have known since the Industrial Revolution’, noted Kuczynski (1939: 42), adding that 
‘(o)ne can speak of the German worker only in a very limited sense as a “free-wage 
worker”, free to sell his labour where he gets the least lowly price for it.’ Dobb made 
much the same kind of point. Designed ‘to lessen the “labour turnover” and to tie 
a worker to a particular fi rm’, restrictions on economic freedom include a lack of 
information about alternative employment, tied and company housing, and the truck 
system (Dobb, 1946: 13–15). In a similar vein, Guérin (1956: 27) maintained that the 
acceptability to capitalism of unfree labour should be understood with reference to the 
fact that ‘(s)lavery fl ourished as long as it was profi table’ (original emphasis).

113 Talking about war-time Britain, Dobb (1940: 332) observes: ‘Th e crucial limit 
seems to be . . . full employment in the labour market to raise wages to such an extent 
as to precipitate a sharp shrinkage of surplus value, and consequently to change the 
value both of existing capital and of new investment. So abhorrent and unnatural does 
such a situation appear as to cause exceptional measures to be taken to clip the wings 
of labour—even . . . to curtail the normal working of competitive forces—whenever 
labour scarcity shows signs of becoming an enduring condition of the labour market’ 
(emphasis added). Talking about war-time Germany, Mandel (1975: 162) observes in 
a similar vein: ‘(E)ven under conditions where the working class is completely atom-
ized, the laws of the market which determine short-term fl uctuations in the price 
of the commodity labour-power do not disappear. As soon as the industrial reserve 
army contracted in the Th ird Reich, workers were able to try, by means of rapid job 
mobility—for instance into the spheres of heavy industry and armaments which paid 
higher wage-rates and overtime—to achieve at least a modest improvement in their 
wages, even without trade union action. Only a violent intervention by the Nazi state 
to sustain the rate of surplus-value and the rate of profi t, in the form of the legal 
prohibition of job changes, and the compulsory tying of workers to their job, was able 
to prevent the working class from utilizing more propitious conditions on the labour 
market. Th is abolition of freedom of movement of the German proletariat was one 
of the most striking demonstrations of the capitalist class nature of the Nationalist 
Socialist State’ (original emphasis). 
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Similarly, in the 1960s Mandel contrasted two extreme forms of 
capitalism; whereas the object of public expenditure under the then 
dominant welfare state was ‘improving the position of low-income 
families and to purposes of public utility’, under the recently defeated 
fascism the same economic activity had been designed to reduce living 
standards of workers in order to maintain or boost capitalist profi t-
ability.114 Central to the latter, he argued, is the replacement of free 
labour with workers that are unfree, the object being to lower the cost 
of labour-power by depressing yet further the subsistence minimum, 
so as to enhance the level of surplus extracted in the course of the 
accumulation process.115 Th is is not to say that the resort by capital to 
unfree labour-power either prefi gures fascism or is evidence for the 
presence of the latter, only to recognize that in periods of acute class 
struggle with labour, where its own survival may be at stake, capital 
does not rule out any option available to it. And deproletarianization 
is just such an option.

Unfree Labour and Primitive Accumulation

Although the implausibility of continuing to deny the existence of dep-
roletarianization is now evident, the Marxist argument about the capi-
talism/unfreedom link has shift ed of late. Some of those who earlier 
questioned the acceptability to capital of unfree labour have relativized 
their position, and these days claim one of two things. Either that the 
use by employers of unfree labour in the midst of capitalism amounts 
to ‘primitive accumulation’, or that capital uses—but does not actu-
ally seek out or reproduce—this kind of relation. Hence the problem 
remains: whether or not unfreedom constitutes a central aspect of 

114 Hence the view (Mandel, 1968: 537): ‘Th e signifi cance of this policy is clear—to 
bring about a recovery in the rate of profi t at the expense of the working class, which 
is deprived of its political and trade-union means of defence . . . In the extreme form 
which it assumed, above all in Germany, during the Second World War, fascism goes 
beyond the militarisation of labour, to the abolition of free labour in the strict sense 
of the word, to a return to slave labour on an ever larger scale.’

115 ‘What is characteristic of forced labour,’ Mandel (1968: 537, third footnote) 
points out, is ‘precisely that the mere idea of a necessary product, of a subsistence 
minimum, is completely deprived of meaning. Th e “payment” of labour is lowered so 
as not merely no longer to ensure survival in good health but even to imply certain 
death within a brief period of time.’
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a ‘fully functioning’ capitalist system, as distinct from merely its 
‘pre-history’.

According to Marx, primitive accumulation not only ‘precedes capi-
talist accumulation’ but is also ‘an accumulation which is not the result 
of the capitalist mode of production but its point of departure’.116 Such 
accumulation is labelled ‘primitive’ because, in his words, ‘[i]t forms 
the pre-history of capital, and of the mode of production correspond-
ing to capital’.117 In the opinion of Marx, therefore, ‘[i]n Western 
Europe, the homeland of political economy, the process of primitive 
accumulation has more or less been accomplished.118 Th at the process 
of primitive accumulation was confi ned to the ‘pre-history of capital’ 
is a view supported also by Lenin, Kautsky and Dobb in their com-
mentaries on Marx’s ideas.119

116 See Marx (1976a: 873). As is well known, the concept ‘primitive accumulation’ 
was designed to undermine the prevailing view held by economists about the origins 
of capitalism. According to the latter, capitalism emerged as a result of virtuous and/
or industrious thrift , enabling some to save and prosper. Th ose who did not prosper 
were the ones that did not work hard and save, a morality tale which blames the vic-
tim, who is deemed responsible for his/her own economic plight. Against this ideal-
ized view, Marx (1976a: Chapter 26) showed that accumulation was the result, much 
rather, of expropriation combined with appropriation of surplus labour, a process 
built on the separation of some from the means of production and its simultaneous 
consolidation by others.

117 See Marx (1976a: 874–75), where he makes the following observation: ‘So-called 
primitive accumulation, therefore, is nothing else than the historical process of divorc-
ing the producer from the means of production. It appears as “primitive” because it 
forms the pre-history of capital, and of the mode of production corresponding to 
capital. Th e economic structure of capitalist society has grown out of the economic 
structure of feudal society. Th e dissolution of the latter set free the elements of the 
former.’ Although he noted the existence of continuities between primitive accumula-
tion and the capitalist mode of production, Marx (1972: 272) nevertheless emphasized 
the prefi guring role of the former. He regarded capitalism as the ‘normalization’ of 
primitive accumulation: conditions and processes which seem anomalous historically 
in the case of primitive accumulation emerge as central to the reproduction of capi-
talism proper. Seen thus, unfree relations of production that characterize primitive 
accumulation can therefore be said to become ‘normal’ under capitalism.

118 See Marx (1976a: 931).
119 See, for example, Lenin (1964b) and Kautsky (1936: Ch. VI). Th e latter even 

entitles his Chapter on primitive accumulation ‘Th e Dawn of the Capitalist Mode of 
Production’. Much the same point was made by Dobb (1946: 178, 209), who states 
unambiguously that ‘(i)f any sense is to be made . . . of the notion of “primitive accu-
mulation” (in Marx’s sense of the term) prior in time to the full fl owering of capitalist 
production . . . (. . .) In short, the Mercantile System was a system of State-regulated 
trade which played a highly important rôle in the adolescence of capitalist industry: 
it was essentially the economic policy of an age of primitive accumulation’ (original 
emphasis). Th e close of the nineteenth century in English history is described by Dobb 
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For Marx, therefore, primitive accumulation is distinctive in two 
specifi c ways: in terms of historical conjuncture, and the use of force. 
It occurred at ‘the dawn of capitalism’, and was characterized by the 
forcible separation of the direct producer from his/her means of pro-
duction, a process of dispossession which—as he made clear—could 
only be achieved by considerable violence.120 As is well known, the 
problem of decoupling the capitalist mode of production from the con-
ditions and context associated with primitive accumulation was identi-
fi ed originally by Luxemburg.121 Although recognizing the importance 

(1946: 273) as a period when ‘the epoch of “primitive accumulation” (had) long since 
passed’.

120 As Marx (1976a: 875, 876) points out, ‘this history, the history of their expro-
priation, is written in the annals of mankind in letters of fi re and blood . . . Th e expro-
priation of the agricultural producer, of the peasant, from the soil is the basis of the 
whole process.’ In certain respects, this view associating unfreedom with expropria-
tion at ‘the dawn of capitalism’ (= ‘primitive accumulation’) is not so diff erent from 
that of Nierboer (1910), whose argument is that unfreedom is necessary only as long 
as resources are open: that is to say land is available to those wishing to become 
smallholders. A producer has to compel labourers to work for him, by using coercion 
to prevent them becoming producers in their own right: namely, selling the product 
of labour rather than labour-power itself. Once all land has been acquired, however, 
and this economic resource is accordingly no longer available, then the owners of 
labour-power—no longer having an alternative—are forced to sell this for a living, 
and work for other. According to Nierboer, therefore, the end of open resources also 
marks the end of the need for employers to resort to unfree relations of production. 
Th e diffi  culty with this interpretation is that whilst Nierboer explains the presence of 
unfreedom in a non-capitalist agriculture, it cannot account for the continuation of 
such relations once capitalist development established itself. It is precisely the latter 
situation that is explained by the class struggle argument, based on deproletarianiza-
tion of labour-power.

121 Anticipating some of the theoretical problems that arise from associating primi-
tive accumulation with the ‘pre-history of capital’, Luxemburg (1951: 364–65) notes 
that ‘Marx dealt in detail with the process of appropriating non-capitalist means of 
production as well as with the transformation of the peasants into a capitalist pro-
letariat . . .  Yet we must bear in mind that all this is treated solely with a view to so-
called primitive accumulation. For Marx, these processes are incidental, illustrating 
merely the genesis of capital, its fi rst appearance in the world; they are, as it were, 
travails by which the capitalist mode of production emerges from a feudal society. As 
soon as he comes to analyse the capitalist process of production and circulation, he 
reaffi  rms the universal and exclusive domination of capitalist production.’ Th e cen-
tral diffi  culty is identifi ed by her (Luxemburg, 1951: 365, emphasis added) as follows: 
‘Yet . . . capitalism in its full maturity depends in all respects on non-capitalist strata 
and social organizations existing side by side with it. It is not merely a question of a 
market for the additional product, as Sismondi and the later critics and doubters of 
capitalist accumulation would have it. Th e interrelations of accumulating capital and 
non-capitalist forms of production extend over values as well as over material condi-
tions, for constant capital, variable capital and surplus value alike. Th e non-capitalist 
mode of production is the given historical setting for this process . . . Capital needs the 
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of what she then understandably categorized as non-capitalist social 
formations and production relations to the reproduction of ‘capitalism 
in its full maturity’, nowadays it is diffi  cult to see either of the former 
as in any way external to the latter.122

Th e recognition, initially by Luxemburg and subsequently by others, 
of contexts/relations that are ostensibly anomalous where the capitalist 
mode of production is concerned, however, has facilitated an discur-
sive slide on the part of those now studying present developments in 
the agrarian sector of so-called Th ird World nations. It is easy to see 
how, associated as it is with the forcible expropriation of the peasant 
smallholder, primitive accumulation can be extended temporally and 
conceptually to account for the existence of other kinds of coercion 
in the present. Th at is, when applied currently to explain the continu-
ing presence in a global capitalist system of relational forms—such as 
bonded labour—that have hitherto been classifi ed as anomalous pre-
capitalist work arrangements.

Relocating Primitive Accumulation

Th e main theoretical relocation of the concept ‘primitive accumula-
tion’, and its resulting extension from an historical point at the incep-
tion of capitalism to an aspect of capitalism proper, occurred during 

means of production and the labour power of the whole globe for untrammelled accu-
mulation; it cannot manage without the natural resources and the labour power of all 
territories . . . And in fact, primitive conditions allow of a greater drive and of far more 
ruthless measures than could be tolerated under purely capitalist social conditions.’ 
On the nature of the capitalism/non-capitalism link, and how this renders problematic 
the whole concept of an historically-specifi c process of primitive accumulation that is 
common to all social formations, Luxemburg (1951: 366) concludes: ‘Whatever the 
theoretical aspects, the accumulation of capital, as an historical process, depends in 
every respect upon non-capitalist social strata and forms of social organization . . . Th e 
solution envisaged by Marx lies in the dialectical confl ict that capitalism needs non-
capitalist social organizations as the setting for its development, that it proceeds by 
assimilating the very conditions which alone can ensure its own existence.’

122 Th e point about ‘primitive accumulation’ in Th ird World agrarian contexts was 
made most succinctly by Gunder Frank (1977: 88–89): ‘If “pre”-capitalist means previ-
ous to capitalist, then, by defi nition it is also “non”-capitalist. If “pre”-capitalist means 
the beginning of capitalist, then it is part capitalist, part non-capitalist. But in either 
event, “non”-capitalist need not be “pre”-capitalist, since it can also be simultaneous 
with, or even post-capitalist. Th us, insofar as “primitive” accumulation refers to accu-
mulation on the basis of production with non-capitalist relations relations of produc-
tion, it need not be prior to, but can also be contemporary with capitalist production 
and accumulation.’
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and aft er the ‘development decade’ of the 1960s.123 Because of the cen-
trality at that conjuncture to debates about development of economic 
growth in Th ird World agriculture, therefore, whether or not capital-
ism was present in the latter context, and—if so—did it amount to 
‘primitive accumulation’, became paramount considerations. Of late, 
the concept ‘primitive accumulation’ has crept back into analyses of 
neoliberal economic development, in the course of which it has been 
repositioned in relation to the history of capitalism.

For advocates of the semi-feudal thesis who have been wrong-footed 
over claims that capital always and everywhere seeks to replace unfree 
workers with free equivalents, therefore, ‘primitive accumulation’ in 
the midst of neoliberal capitalism has become a theoretical refuge.124 
Unable any longer to deny that unfree workers are acceptable to com-
mercial producers, they nevertheless still assert that unfree labour 
belongs to a pre- or non-capitalist (= ‘primitive’) stage. For them, there-
fore, because primitive accumulation precedes an as-yet unrealized 

123 Among those who have subsequently questioned the conjunctural specifi city of 
primitive accumulation, and the its anchoring in the ‘pre-history’ of the capitalist 
mode of production, are Althusser and Balibar (1970: 276ff .). Categorizing as the ‘sec-
ond great discovery’ made by Marx the ‘incredible means used to achieve “primitive 
accumulation” ’, Althusser (1971: 85, original emphasis) went on more cautiously to 
observe that it was ‘thanks to which capitalism was “born” and grew in Western soci-
eties, helped also by the existence of a mass of “free labourers” (i.e. labourers stripped 
of means of labour) and technical discoveries. Th is means was the most brutal vio-
lence: the theft s and massacres which cleared capitalism’s royal road into human his-
tory. Th is last chapter contains a prodigious wealth which has not yet been exploited: 
in particular the thesis (which we shall have to develop) that capitalism has always 
used and, in the “margins” of its metropolitan existence—i.e. in the colonial and ex-
colonial countries—is still using well into the twentieth century, the most brutally 
violent means.’ Like Luxemburg, therefore, Althusser and Balibar recognized that the 
characteristics ascribed to ‘primitive accumulation’ continued unabated even when 
capitalism proper had been established.

124 A case in point is Byres who, in the face of substantial evidence to the contrary, 
has long insisted on the unacceptability to capitalism of workers who are unfree—a 
central theoretical emplacement of the semi-feudal thesis. Now he maintains (Byres, 
2005: 85, 89) both that ‘(f )or as long as the conditions for capitalist accumulation 
had not been established, domestic primitive accumulation would be necessary’, and 
that primitive accumulation ‘has been a necessary condition for successful capitalist 
transition and its accompanying structural transformation (and) has never been more 
than a preliminary to them.’ Th e capitalism-needs-a-proletariat argument is made 
(Byres, 2005: 87) with regard to rural Latin America, where ‘communities are dispos-
sessed by extra-economic means and there is clear proletarianisation’. Th is was his 
view a decade ago, when he informed this writer that ‘free wage labour (free in the 
double sense) is crucial to a fully functioning capitalism’ (personal communication, 
11 September 1998).
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blossoming of the accumulation process (= ‘a fully functioning capi-
talism’), unfree relations consequently remain a prefi guring relational 
form as distinct from one compatible with capitalism ‘proper’. A link 
between advanced capitalism and unfree labour is accordingly in eff ect 
denied.

Th ose who have recently accepted or currently do recognize the 
existence of just such a link take a seemingly diff erent position. For 
world-systems theorists such as Wallerstein, therefore, unfree labour is 
acceptable to capital, but only on the periphery of the global economy 
where this relational form is encountered.125 In the core metropolitan 
capitalist countries the workforce is free, whilst unfree labour-power 
remains external to capitalism proper.126 On the basis of a dualistic 
modes of production framework, Miles comes to a similar conclusion: 
due to a combination of uneven capitalist expansion and the persis-
tence of peasant smallholding in peripheral contexts, labour shortages 
there prevent the emergence of free wage labour on which capital-
ism depends.127 In both cases, therefore, capitalism is said to require 
labour-power that free, and to draw on unfree equivalents solely when-
ever/wherever its preferred variant is unavailable.

125 Hence the view (Wallerstein, 1979: 148) that associates a declining incidence 
of unfreedom with workers on the periphery, still attached to the land, and who are 
not paid: ‘Over time, it has steadily become less profi table to use non-wage modes of 
remuneration. But they still continue to be used in part.’ Wallerstein (1979: 149, origi-
nal emphasis) is correct to note that ‘it is the combination of free and “unfree” labor 
and land that characterizes the capitalist world-economy’, but misses two crucial facts. 
First, that such a combination does not correspond to a dichotomy whereby core = 
free/periphery = unfree: the free/unfree combination can operate not only within the 
capitalist core but also on the periphery. And second, because unfreedom is confi ned 
to the periphery, epistemologically it is associated largely with tying labour to land: 
again, the fact that unfree relations are found also in the core economies means that 
unfree relations can just as easily apply to workers who are landless.

126 Hence the following view (Wolf, 1982: 316): ‘Yet the shift  from slave labor to 
other forms of labor control within the British orbit must be understood not only in 
terms of internal British development but also in terms of the changing international 
system of which Britain formed a part. Under the rising hegemony of industrial capi-
talism, there was a growing preference for the use of free labor over slavery. It must 
be noted, however, that slavery continued in the United States, and it even intensifi ed 
in Brazil and Cuba in the course of the nineteenth century . . . Th e end of slave trading 
and slave labor in one part of the world led to its continuation and even intensifi cation 
in another part. One of the areas that continued to use slave labor was the American 
Cotton South, now the major producer of the strategic raw material for the expanding 
capitalism in Britain. Th e rise of industrial capitalism thus rested on the maintenance 
of slavery in another part of the world, even though that slavery was no longer depen-
dent on the continuation of the slave trade.’

127 See Miles (1987).
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Dispossession by (Primitive) Accumulation

Th e same is true of a recent and infl uential analysis by Harvey of what 
he terms the ‘new’ imperialism.128 Although he mentions all the forms 
of and processes involved in what he terms ‘dispossession by accu-
mulation’, Harvey has next to nothing to say about how and why this 
aff ects the relations whereby labour-power is reproduced. Whilst cor-
rect to note that ‘[a]ll features of primitive accumulation that Marx 
mentions have remained powerfully present within [capitalism] up 
until now’, Harvey nevertheless equates coercion with proletarianiza-
tion.129 For him, therefore, the continued presence of debt peonage 
amounts to ‘a trace of precapitalist social relations in working class 
formation’, and the labour regime of the ‘new’ imperialism is a ‘new’ 
proletariat’.130

Th ere is an irony here, in that Harvey fails to spot the space unfree-
dom might occupy in his theoretical framework. Why should unfree 
relations of production not be seen also as a case of ‘dispossession by 
accumulation’ (to use the term preferred by Harvey) where owners of 
labour-power are concerned? Th at is, literally ‘dispossessing’ workers 
ultimately of a capacity personally to commodify or recommodify their 
only commodity. Th is, surely, is a logical fi nal step in the class struggle 
waged by capital, one that would ensure that workers are deprived of 
the sole remaining weapon in their confl ict with owners of the means 
of production: making or not making available their labour-power, 
according to the conditions stipulated by the market.

Much current development theory that uses the concept ‘primi-
tive accumulation’, therefore, tends to categorize the continuing 

128 See Harvey (2003) which, although of interest, does not in theoretical terms go 
beyond earlier analyses of the capitalist system, not just by Bukharin (c. 1930) and 
Luxemburg (1951) during the fi rst half of the twentieth century, but also by Amin 
(1974), Gunder Frank (1977, 1978), Wallerstein (1974, 1979), Fröbel, Heinrichs and 
Kreye (1980), Wolf (1982) and Mintz (1985) in the second half. What was then clas-
sifi ed simply as imperialism that would necessarily extend the reach of a hitherto 
regional (Europe, North America) capitalism throughout the world is now doubly 
recategorized: as a process of ‘globalization’ that is ‘new’.

129 See Harvey (2003: 145–6), where he maintains that the ‘process of proletarian-
ization . . . entails a mix of coercions and of appropriations of precapitalist skills . . . on 
the part of those being proletarianized. Kinship structures, familial and household 
arrangements, gender and authority relations (including those exercised through reli-
gion and its institutions) all have their part to play.’ Th e latter, he fails to note, are 
deployed in order to enforce production relations that are unfree, not free.

130 See Harvey (2003: 147, 164).
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employment of unfree workers as an instance of this process. Unfree 
labour is perceived as acceptable to, but not actually reproduced by, 
capitalism proper. Th is diff ers from the semi-feudal thesis in terms of 
emphasis only: advanced capitalism is not regarded as being in a fun-
damental sense incompatible with bonded labour, but accumulation 
does not actively seek out and reproduce a workforce that is unfree.

Within a capitalism that is ‘fully functioning’, therefore, it would 
correspond to a situation whereby most or all the advantages that have 
accrued to workers as a result of class struggle waged by them have 
been stripped away, including the all-important ability to sell their 
own labour-power to employers. Having become a proletariat (a class-
in-itself ), and acted consciously as such (a class-for-itself ) even in the 
midst of a well-established accumulation process to wrest better pay 
and conditions from capital.

Unfree Labour as Primitive Accumulation?

For a number of reasons, there are obvious diffi  culties with all these 
views. Where primitive accumulation is concerned, the theoretical 
problem lies in a frequent confl ation of two distinct situations: between 
primitive accumulation as creating the conditions for capitalist accu-
mulation proper, and its actually being a form of capital accumula-
tion.131 In earlier Marxist theory, primitive accumulation corresponded 

131 Rightly eschewing the tendency of apologists for capitalism to separate ‘domes-
tic industry’ from ‘factory work’, Hobsbawm (1964: 105ff .) nevertheless associates 
outwork—a characteristic of primitive accumulation—with what he calls ‘capitalist 
industrialization in its early phases’. Hence the following observation (Hobsbawm, 
1964: 116, original emphasis): ‘Th e almost universal argument of the optimists is that 
cottage-workers and outworkers before the industrial revolution were exploited as 
harshly as the factory proletariat, while their pay and material conditions were worse. 
But this is an artifi cial contrast. Th e early industrial period was not one which replaced 
domestic workers by factory workers, except in a very few trades . . . on the contrary: 
it multiplied them. Th at it later starved them to death, like the handloom weavers, or 
drove them elsewhere, is another matter, in itself relevant to the problem of social 
conditions under early capitalism; but the point is, that the handloom weavers and 
other who were starved out were not simply “survivals from the middle ages”, but a 
class multiplied, and largely created as part of capitalist industrialization in its early 
phases just as factory workers were. Th e armies of seamstresses sewing cotton shirts 
in the garrets for 2s.6d. or 3s. 6d. a week belong to the history of the rise of the cot-
ton industry just as much as the mule-spinners in the mills, or for that matter the 
Negro slaves who increased by leaps and bounds in the Southern States of America 
in response to the insatiable demand of Lancashire for raw cotton. It is as unrealistic 
to leave the non-factory workers of the early industrial period out of the picture, as 
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to the pre-history of capitalism. As used by many analyses of current 
development, by contrast, primitive accumulation is simply a form of 
‘savage capitalism’ located within and emblematic of a neoliberal accu-
mulation project.132

Because they reify the wage, however, many who regard themselves 
as Marxist confuse the fact of payment made to a worker (= wage 
labour) with labour-power that is free.133 Th e two aspects are, of course, 
distinct: one has to do with the kind of production relation linking a 
worker to his/her employer, while the other concerns the form taken 
by the remuneration for labour expended. Th e epistemological prob-
lem generated by confl ating payment of a wage with labour-power 
that is free is obvious. Th roughout history many diff erent kinds of 
worker who were relationally unfree nevertheless received payment 
whilst in the employ of another. Th at they were paid did not of itself 
signal the presence of labour-power that was free, as many examples 
of payments made to workers who were also chattel slaves, indentured 
labourers, debt peons and attached or bonded, all attest.

As important is the fact that, if unfree labour is a characteristic not 
simply of ‘the dawn of capitalism’—and is thus confi ned to primi-
tive accumulation—but of capitalism per se, then this epistemology 
in eff ect concedes the point about the acceptability to capitalist enter-
prises of work arrangements that are not free. It thereby deprivileges 
the cliché that a ‘fully functioning’ accumulation process ultimately 
depends on the generalized presence of labour-power that is free. If it 
is the case that primitive accumulation was long ago accomplished in 
Europe, as Marx himself insisted, how then is it possible to categorize 

it would be to confi ne the discussion of the social eff ects of the introduction of the 
typewriter to the wages and grading of workers in the mass-production engineering 
factories which make them, and leave out the typists.’ His opinion, therefore, is that 
outwork must be considered as part of capitalism, but only in its initial stage. In 
mitigation of the latter qualifi cation—which is clearly incorrect—it should be noted 
that Hobsbawm wrote this in 1958, before the outsourcing/downsizing of production 
that became a common aspect of ‘fully functioning’ capitalist development from the 
1980s onwards.

132 Yet others have used the term ‘savage capitalism’ to describe the violent struggle 
not between capital and labour but rather between rival commercial enterprises. Th us 
Andrade (1982: 179) uses the term to describe the way the Brazilian state became 
‘aloof ’ from competition among large capitalist enterprises for government favour 
during the era of the Brazilian ‘miracle’ (1968–73).

133 See, for example, Banaji (2003), whose interpretation has been criticized by me 
(Brass, 2003; 2005).
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the employment currently by gangmasters of unfree migrant workers 
in UK agriculture as an instance of primitive accumulation?134

Similarly, how can primitive accumulation come long aft er capital-
ist development established itself in specifi c national contexts outside 
Europe, such as Russia and China, to the degree that accumulation 
was said by Marxists there to be ripe for the socialism which sup-
planted it?135 Th e fault lies not with Marx, who was clear about the 
fact that in every social formation primitive accumulation occurred at 
‘the dawn of capitalism’, but with those who now apply this same con-
cept in an a-historical manner, to contexts where capitalism is already 
established or has developed at an earlier conjuncture.

What Marx and other Marxists attributed to the process of primi-
tive accumulation was a twofold transformation: separating the direct 
producer from the means of production—land—so as to make his/
her labour power available to capitalists engaged in accumulation. 
Although the kind of production relation that would result aft er the 
direct producer had been dispossessed of his/her means of produc-
tion and then off ered his/her labour-power for sale to capital, was of 
interest, the central issue was dispossession (or ‘de-peasantization’).136 
Making workers available for the accumulation process was, in 
short, the main consideration, and in this Marx and other Marxists 
were right.

Th e assumption was, and remains still, that any subsequent working 
arrangement would be free in the double sense understood by Marx: a 

134 On the role of gangmasters in UK agriculture, plus the unfree nature of the 
labour régime involving the recruitment and control by them of migrant workers, 
see House of Commons Environment, Food and Rural Aff airs Committee (2003) and 
Brass (2004).

135 Th at capitalism was already present in the Russian countryside towards the end 
of the nineteenth century was a central point made by Lenin (1964a) in his debate 
with populists, who maintained by contrast that villages were characterized not by 
capitalism but by peasant economy. As well as Latin America, post-socialist Russia 
and China are the two instances of neoliberal primitive accumulation cited by Byres 
(2005: 88–89). Th ere is a delightful irony in Byres’ advocacy of primitive accumula-
tion in the present-day rural Russia, since to do this he has in eff ect to align himself 
not with Lenin (for whom rural capitalism was present) but rather with the view of 
the countryside a century ago held by the populists (who maintained capitalism was 
absent). Hitherto, Byres has always insisted that populists were wrong and Lenin was 
right; it will be necessary for Byres to reverse this interpretation if he wishes to sustain 
his claim about primitive accumulation in Russia.

136 Since dispossession coincided with a transition from a feudal to a capitalist mode 
of production, the epistemological centrality of separation of the direct producer from 
the land s/he cultivated is in an important sense unsurprising.
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worker would be free both of the means of labour and of the control 
exercised by a particular employer. As such, dispossessed peasants were 
transformed into—and remained thereaft er—a proletariat, in that they 
were henceforth able personally to sell their only commodity, labour-
power. Marx was right, therefore, to identify as the object of dispos-
session—an object realized at the very moment of dispossession—the 
provision of the commodity labour-power to capital.137 Again as is well 
known, this transformation corresponded to a process of class forma-
tion, whereby buyers and sellers of a particular commodity—labour 
power—faced one another in the market place.

Class Formation and/as Class Struggle

At that particular moment, however, and following the initial process 
of class formation, the transaction between capital and labour gave 

137 Th e importance of the moment dispossession on those providing capital with 
their labour-power, and its impact on all that follows, can be illustrated with reference 
to 1990s Russia. As is well known, the end of the Soviet Union was characterized by 
three developments: the replacement of the centrally-planned economy by the market; 
the privatization of state-owned resources; and the distribution of shares to employees 
in state-owned companies. Less well known are the events leading to and licensing the 
subsequent consolidation of share ownership. Levy and Scott-Clark (2004: 14–26) set 
out to answer two interconnected questions: ‘(H)ow did (an oligarch) make so much 
money in such a short amount of time? How did one man come to control a reported 
£5.3bn stake in Sibneft , a state energy provider that only 10 years ago was bequeathed 
to Russia’s citizens, predominantly the tens of thousands of Soviet oil workers and 
managers who built the industry?’ Th eir conclusion is signifi cant, revealing that—in 
a manner reminiscent of the truck system, where consumption is restricted to stores 
owned/operated by the employer—workers to whom the Russian government had 
issued shares in the oil company were compelled to part with them cheaply to the new 
owners, not least because the latter withheld their wages. Following the post-commu-
nist adoption of laissez faire policies, decontrolled prices led to mass impoverishment 
throughout Russia. Th is was compounded when oil companies stopped paying work-
ers for months at a time (‘our wages were held back’, as one oil worker described it). 
However, oil companies then announced that they would purchase the shares that had 
been distributed to the workers. Company shops sprung up to facilitate this transac-
tion, providing consumer items in exchange not for cash but for shares. Having no 
wages, oil workers were compelled to exchange the shares they had received, shares 
which enabled Russian oligarchs to exercise control over hugely valuable resources. 
Th is method of gaining control in order to extract surplus or appropriate resources 
was used by plantation and estate owners to force their workers into debt. It consists 
of holding back wages due, thereby compelling them to borrow and go into debt in 
order to survive. Owners of privatized oil companies did much the same thing to 
their workers: by holding back wages due the latter, workers were forced to part with 
their shares in the oilfi elds (which the owners then off ered to ‘buy’). Th e company 
store facilitated this procedure, off ering workers consumer goods on condition they 
surrendered their shares.
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rise to an additional process: class struggle.138 Th e capacity of work-
ers—once free—not just to combine and organize in furtherance of 
their class interests but also to withdraw their labour power, either 
absolutely by going on strike, or relatively by selling their commod-
ity to the highest bidder, posed a fundamental challenge to capitalist 
discipline and profi tability. It is hardly surprising, therefore, to fi nd 
limiting or curbing the ability of workers to commodify/recommodify 
labour power among the weapons deployed by capital in its struggle 
with a proletariat seeking to improve pay and conditions.

Accordingly, it was this need to maintain or enhance profi tability in 
the face of ‘from below’ class struggle that, dialectically, triggered an 
antithetical ‘from above’ response by employers interested in disciplin-
ing and cheapening the cost of their labour-power: either converting 
free workers into unfree equivalents, or replacing the former with the 
latter. Hence the acceptability of unfree labour to capital: it is the pro-
cess of class struggle subsequent to class formation which results in 
proletarianization giving rise to its opposite, deproletarianization.

Th is capacity on the part of capital currently to employ workers 
that are unfree is in turn facilitated by two conditions that are both 
currently a feature of neoliberal capitalism. Th e fi rst is that in many 
contexts of the Th ird World, agricultural production is for export. Th is 
means that one of the usual objections to employing unfree labour—
that driving down the wages of a domestic workforce simultaneously 
deprives agrarian capitalists of consumers, thereby negating the eco-
nomic advantages of using bonded labour—no longer holds. And sec-
ond, a consequence of seemingly limitless global migration patterns is 
that rural producers in many contexts—metropolitan capitalist nations 
no less that developing countries—now possess an ability to drawn 
upon a large industrial reserve army of labour.

Since each of these conditions was either unmet or unrecognized at 
an earlier conjuncture, however, some Marxists questioned whether it 
was possible for capital to continue employing a workforce that was 

138 Among the Marxists who recognized that unfree labour could be an outcome of 
class struggle was Ernest Mandel. Having noted that in an advanced capitalist nation 
the object of unfreedom was ‘to bring about a recovery in the rate of profi t at the 
expense of the working class, which is deprived of its political and trade-union means 
of defence’, he (Mandel, 1968: 537) then observed: ‘In the extreme form which (the 
capitalist labour regime) assumed, above all in Germany, during the Second World 
war, fascism goes beyond the militarization of labour, to the abolition of free labour in 
the strict sense of the word, to a return to slave labour on an ever larger scale.’
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unfree.139 For this reason, they persisted in regarding unfree labour 
simply as ‘other’, a relational anomaly somehow located within—but 
not actually part of, let alone actively reproduced by employers in—
the wider capitalist system.140 What they missed thereby was the way 
in which unfree labour currently fi ts into an employment matrix 
forming an optimal combination where agribusiness enterprises are 
concerned.

Where a worker employed by capital is also a migrant whose labour 
power is unfree for the duration of the agricultural peak season, there-
fore, the wage payment remains low when labour costs are high. In 
such circumstances, a worker who is free would be able to sell his/her 
labour power to the highest bidder, which a worker who is unfree can-
not do. Such a combination (waged migrant who is unfree) is doubly 
advantageous: it permits an employer not only to pay less for labour 
power than s/he would otherwise have to, but also to avoid the kind 
of costs associated historically with maintaining a permanent work-
force—composed of chattel slaves or attached labour—during the off -
peak season. In short, capital gets the best of all worlds: a workforce 
that has neither the cost disadvantages of being employed on a per-
manent basis, nor the organizational advantages of being a modern 
proletariat.

Conclusion

Labour-power is neither always and everywhere free, nor is it always 
and everywhere unfree. What has to be understood is that historically 
there is a dynamic interaction between labour-power that is free and 
forms which are unfree, a dialectic informed by class struggle. Hence 
the latter process cannot but structure the prevalence in the trend of 
each form, the kind of social relation dominant at a given conjuncture 

139 A case in point was Ernest Mandel, who confessed that he was uncomfort-
able with the view that unfree labour was acceptable to capital because this enabled 
employers in eff ect to do away with the idea of a subsistence minimum. ‘Th e “pay-
ment” of labour is lowered so as not merely no longer to ensure survival in good 
health,’ he observed (Mandel, 1968: 537, note), ‘but even to imply certain death within 
a brief period of time.’ Whilst it may have been inconceivable at that time, even to a 
Marxist of Mandel’s intellectual calibre, the global expansion of the industrial reserve 
army of labour licensing a rapid use-up of the workforce are processes that no longer 
surprise.

140 Among them Corrigan (1977), Miles (1987) and Cohen (1987).
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being determined by the respective power—economic, political and 
ideological—exercised by those who either own or are separated from 
the means of production.

In non-Marxist political economy which eschews class struggle—that 
of Adam Smith, John Stuart Mill, John Bright and Max Weber—the 
idea that unfree labour might be acceptable to capitalists was dis-
missed on the grounds that such workers would necessarily be inef-
fi cient, unskilled, costly, and scarce. Because it was an obstacle both to 
market formation and expansion, and to the installation of advanced 
productive forces, these non-Marxists argued, unfree labour-power 
was incompatible with a dynamic process of accumulation within 
particular national contexts. Th is interpretation currently informs the 
theoretical approach not just of neo-classical political economy but 
also the semi-feudal thesis, notwithstanding the fact that in the present 
global capitalist system none of these objections continue to hold.

Th ose who insist that free labour is the sine qua non of a ‘fully func-
tioning’ capitalism, and invoke Marx in support of this position, are 
confounded by the fact that Marx’s views about the historical cen-
trality of class struggle to the shaping of the accumulation process 
lead to the opposite conclusion. Labour-power is unfree not because 
capitalism is at its beginning—that is to say, where accumulation is 
in its early or ‘primitive’ stage—but much rather because it is mature. 
Where accumulation has a global reach, as it does currently, it could 
be argued capital now has the confi dence and the power to dispense 
with the compromise with labour it has had to make in the past. Put 
bluntly, because they can draw upon what is now a global industrial 
reserve army of labour, employers no longer have to accommodate the 
wishes and interests of their workers.

Claims about the acceptability to capitalist producers of bonded 
labour—an unfree production relation that is prevalent in the agrar-
ian sector of many countries, not just those in the so-called Th ird 
World—are grounded in Marxist theory, an insistence to the contrary 
notwithstanding. Th is concerns in particular Marxist views about the 
interrelationship between the separation of the direct producer from 
his/her means of labour, the reproduction of the industrial reserve 
army, the process of workforce restructuring, and—most impor-
tantly—the confl ict between labour and capital. Only in the undialecti-
cal framework used both by neoclassical economists and by adherents 
of the semi-feudal thesis (a species of Whig historiography) is there a 
failure to recognize such a dynamic.
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As has been noted on many previous occasions, adherents of the 
semi-feudal thesis share with neoclassical economists a touching faith 
in the emergence and continued reproduction of a benign (= ‘kind’, 
‘caring’) form of capitalism, one that will voluntarily do away with 
oppressive and exploitative relations such as unfree labour. Only then 
will there be a ‘fully functioning’ accumulation process, under the 
benevolent eye of selfl ess capitalists who are gentle, sweet and good. 
Not only was this never going to happen, but the developments in 
the world economy from the 1980s onwards, when capitalism went 
global and competition and class struggle became correspondingly 
more acute and international in scope, have eff ectively rebutted this 
conservative—not to say naïve—interpretation.

Many of those on the left , who subscribed to a unilinear epistemol-
ogy, thought that—once implemented—a socialist programme was 
irreversible. Because it ignores the fact and the impact of class strug-
gle, however, such a view is mistaken, in that it counts without the 
capacity of those whose property has been expropriated to continue to 
campaign for its return (= class struggle ‘from above’). Hence the cur-
rent attempts on the part of families whose holdings were confi scated 
by revolutionary governments (for example, Russia in 1917) to secure 
either a return of the same, or compensation payments from the state 
following the end of actually existing socialism in 1989.

For this reason, class struggle waged ‘from above’ does not end with 
expropriation; it merely continues in a diff erent form (legal agita-
tion for restitution or compensation). Unless an equivalent form of 
class struggle is also waged ‘from below’, ceaselessly defending gains 
made—however modest, and however limited in scope—in the course 
of implementing a socialist programme, the latter will therefore be 
overturned in what is an unending process of socio-economic confl ict. 
Th is applies as much to property rights exercised by workers over their 
sole commodity, labour-power, as it does to property rights enjoyed by 
owners of means of production (land and other resources).

Analysing a twenty-fi rst century capitalism though the lens of class 
struggle therefore undermines the hitherto prevalent approach to 
ways of conceptualizing the labour régime. Today unfree workers 
are more profi table to employ but no less effi  cient than their coun-
terparts who are free. Moreover, deskilling combined with a reserve 
army that is global in scope makes it possible for capitalist producers 
to use many diff erent kinds of worker, many of whom are unfree (con-
victs, debt peons, bonded labourers). Instead of the emancipational 
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linearity which structures the semi-feudal thesis, whereby capitalist 
producers automatically replace unfree labour with free equivalents, 
the concept of deproletarianization includes the possibility of histori-
cal reversals, understood not in a chronological but rather in an eman-
cipatory sense.

Because it is informed by the dynamic of class struggle, deprole-
tarianization accepts that such a process (confl ict) is waged ‘from 
above’ as well as ‘from below’. Consequently, just as unfree relations 
can be—and have been—eliminated by ‘from below’ class agency, so 
they can be—and on occasion are—reinstated or introduced by ‘from 
above’ class agency. Th is is the dynamic that is missing from those 
who interpret history as an unproblematic and irreversible progres-
sion from unfree labour that is unpaid and employed on a permanent 
basis to free labour in receipt of a wage and hired on a daily, seasonal 
or casual basis.

Unlike the semi-feudal thesis and neoclassical economics, most 
Marxist theory accepts that gains made in the course of class struggle 
can just as easily be reversed, the ‘from below’ relational emancipa-
tion (plus the advantages this confers) unravelling as a consequence 
of class struggle waged ‘from above’. Th is is especially true of the way 
global capitalist regimes have been transformed over the past quarter 
of a century, a period dominated by laissez faire development policies. 
In such circumstances, economic and ideological benefi ts secured by 
workers and poor peasants in the course of confl ict with employers 
and the capitalist state can be—and have been—watered down or can-
celled by the reintroduction of unfreedom.

In short, proletarianization can be—and on occasion has been—dis-
placed by its ‘other’, deproletarianization. An inability to recognize 
this, however, has led to frequent claims about the requirement or 
non-completion of a capitalist transition in Indian agriculture, which 
have as a result tended to confl ate systemic change (which has been 
eff ected) with relational transformation (which is not always neces-
sary). Th ere is—or ought to be—no mystery about this apparent con-
tradiction (the employment of unfree workers in the accumulation 
process), not least given current opposition by capital everywhere to a 
reduction in labour market ‘fl exibility’, to improving legislative protec-
tion, pay and conditions.

All the latter are characterized by employers as unwarranted attempts 
to ‘undermine competitiveness’. Capital is able to sustain this opposi-
tion to improvements in the pay/conditions of its workforce by draw-
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ing on a seemingly inexhaustible supply of labour-power. Following 
the Green Revolution, and particularly in the era of neoliberal policies, 
the industrial reserve army of labour has expanded to the degree that 
that imposing (or re-imposing) unfreedom is an economic option now 
available to and used by commercial producers.

Th e resulting decomposition/recomposition of the labour process is 
a relational (not systemic) change that involves either the replacement 
of free labour by unfree equivalents, or the conversion of the former 
into the latter. Th is kind of agrarian transformation is a form of capi-
talist restructuring that corresponds to deproletarianization, a concept 
which refers not just to permanent and/or local debt bondage relations 
but also to ones that extend to include migrant, seasonal and casual 
workers. In the course of restructuring the labour process, therefore, 
capitalist producers have not only replaced permanent labour with 
temporary workers but also shift ed the element of unfreedom, from 
long-term employment to casual/migrant jobs.





CHAPTER FIVE

FAREWELL TO IMPERIALISM?
A CRITICAL SOCIOLOGICAL STUDY OF EMPIRE

Ashok Kumbamu*

Michael Hardt and Antonio Negri’s Empire has generated a vibrant 
discussion in left -wing circles as well as the corporate media about 
the nature and dynamics of the neoliberal global order. Th e book has 
been acclaimed and promoted as a revised and updated version of 
the Communist Manifesto in the ‘internet age’ of postmodern glo-
balization (Žižek, 2001).1 Th e major, and much disputed claim made 
by Hardt and Negri is that the concept of ‘imperialism’ in a classical 
Marxist or Leninist sense has no relevance for understanding the con-
temporary capitalist world system. Imperialism is dead because a cen-
tered and territorialized and state-based national sovereignty has been 
replaced with a decentered and deterritorialized form of sovereignty 
with “a new logic and structure of rule”. Th e geopolitical division of an 
‘inside’ (the capitalist world) and ‘outside’ (the non-capitalist world) is 
destroyed because “at a certain point the boundaries created by impe-
rialist practices obstruct capitalist development and the full realization 
of its world market” (Hardt and Negri, 2000: 234). Th ey name the new 
global sovereign power ‘Empire’, which has “no territorial centre of 
power and does not rely on fi xed boundaries or barriers” (Hardt and 
Negri, 2000: xii).

According to Hardt and Negri, the new Empire is diff erent from 
historical empires in its conception, structure and modus operandi. 
Th e unique characteristics of the new Empire are:

* I would like to thank Henry Veltmeyer, Gordon Laxer, Michael Gismondi and 
Sourayan Mookerjea for their helpful comments and suggestions. I am also grateful to 
Satoshi Ikeda for several fruitful discussions about these and related issues.

1 For a discussion on whether Hardt and Negri’s Empire bears any resemblance 
to the Communist Manifesto, see Turchetto (2003: 23–24); Fotopoulos and Gezerlis 
(2002).
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1.  Empire has no territorial boundaries to exercise its power and to 
expand its sphere of infl uence, because its power ‘is both every-
where and nowhere’ (Hardt and Negri, 2000: 190).

2.  Empire has no temporal boundaries because it is not a historical 
regime, or a particular stage, in an historical imperial project that 
born out of confl icts and conquests. Rather, it is an eternal ‘state 
of aff airs’ that rejects the teleological views of historical stages in 
sociopolitical transitions (such as Lenin’s conceptualization of 
imperialism as the highest stage of capitalism) (Hardt and Negri, 
2000: xiv).

3.  Empire embodies ‘biopower’—“a form of power that regulates social 
life from its interior, following it, interpreting it, absorbing it, and 
rearticulating it” (Hardt and Negri, 2000: 24). Th e primary task of 
biopower is to produce, reproduce, and administer all aspects of 
life itself.

4.  Empire wages ‘just wars’ using both military as well as ethical instru-
ments in order to build the new imperial (rather than imperialist) 
global order, and maintain it as the ‘permanent, eternal, and nec-
essary’ system across universal space and time (Hardt and Negri, 
2000: 10–11).

Th e concept of ‘just wars’ is traditional to an ancient imperial order, 
based on the premise that: “[w]hen a state fi nds itself confronted with a 
threat of aggression that can endanger its territorial integrity or politi-
cal independence, it has a jus ad bellum [right to make war]” (Hardt 
and Negri, 2000: 12). Since Empire has no specifi c territory or place it 
wages a new form of ‘just wars’ at various fronts across space and time 
not only with lethal force but also ethical and judicial instruments in 
the form of the operations of international institutions such as corpo-
rate media, religious organizations, non-governmental organizations, 
international fi nancial institutions etc. Th e moral and legal interven-
tion of ‘just wars’ constitutes a ‘new tradition of Empire’ and it ‘oft en 
serves as the fi rst act that prepares the stage for military intervention’ 
(Hardt and Negri, 2000: 37), as well, Empire tries to build consensuses 
cross the globe in order to legitimize military aggressions in the name 
of ‘humanitarian intervention’, ‘peacebuilding’, ‘confl ict resolution’, 
‘democratization’ and ‘liberation’.

For Hardt and Negri, the communication and information tech-
nology revolution, and the globalized network of production, circula-
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tion and consumption have created a “smooth world—a world defi ned 
by new and complex regimes of diff erentiation and homogenization, 
deterritorialization and reterritorialization” (Hardt and Negri, 2000: 
xiii). In such a new world, “it is no longer possible to demarcate large 
geographical zones as center and periphery, North and South” (Hardt 
and Negri, 2000: 335). For example, they argue that today the global 
North and South “clearly infuse one another, distributing inequalities 
and barriers along multiple and fractured lines . . . between them are 
no diff erences of nature, only diff erences of degree” (Hardt and Negri, 
2000: 335).

While criticizing aspects of Empire, Hardt and Negri (2000: 43) wel-
come its appearance, seeing it as a better system than the old impe-
rialism “in the same way that Marx insists that capitalism is better 
than the form of society and modes of production that came before”. 
About a century ago, German social democrat Heinrich Cunow made 
a similar assertion in his debate with Karl Kautsky: “Imperialism is 
present-day capitalism; the development of capitalism is inevitable 
and progressive; therefore imperialism is progressive; we should grovel 
before it and glorify it!” (Lenin, 1965: 111). But in Lenin’s view such an 
understanding of imperialism was absurd—a reactionary utopia.

In their review of such classical theories of imperialism, Hardt and 
Negri conduct a cursory review of the Lenin-Kautsky debate about 
imperialism in the early twentieth century, but they elude many issues 
raised in this debate, in order to advance their post-imperialist the-
sis. In this paper, I argue that their position is neo-Kautskian, and 
that their discussion of theories of imperialism mainly centres on 
Rosa Luxemburg’s theory of underconsumption. Most reviewers of 
Empire have made little or no reference to the Lenin-Kautsky debate. 
For example, Petras and Veltmeyer (2003, 2005) prefer to focus on 
the book’s defi ciencies in grasping the current dynamics of capitalist 
development and imperialism, and the lack of any empirical data and 
analysis. Notwithstanding their hard hitting and eff ective critique of 
Hardt and Negri’s thesis (that it is constructed on the basis of deduc-
tions from philosophical premises rather than empirical analysis of 
the real world), I propose in this paper to return to the Lenin-Kautsky 
debate in a deconstructive critique of Hardt and Negri’s post-impe-
rialist thesis in Empire, to assess the validity and relevance of their 
arguments.
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Farewell to Imperialism and Welcome to Empire

Although Hardt and Negri depart from a ‘traditional’ Marxist political 
line, they followed Rosa Luxemburg’s theory of realization of capital 
in their conceptualization of Empire. Luxemburg, in her major theo-
retical work, Th e Accumulation of Capital, off ered a complementary 
explanation to Karl Marx’s scheme of reproduction and accumulation 
of capital. Marx divides total social production into two major depart-
ments: Department I, comprising the production of means of produc-
tion, or the production of ‘machine goods’; Department II, comprising 
the production of means of consumption, or the production of both 
‘wage goods’/the ‘necessary means of consumption’ and ‘luxury goods/
luxury means of consumption’. Marx assumed that, in simple repro-
duction, all of the surplus value created in Department I is consumed 
by capitalists and workers in Department II without any scope for 
accumulation. Whereas in expanded reproduction, which is always 
intended for the accumulation of capital, capitalists have to invest a 
portion of surplus value to purchase variable and constant capital in 
order to enhance the scale of production and the rate of profi ts.

But the change in the forces of production (i.e. technology) increases 
labour productivity and overall production on the one hand, and 
decreases real wages as well as the rate of absorption of wage labourers 
into workforce on the other. Th is undermines the purchasing power 
of wage labourer as a consumer, and consequently generates a dis-
proportion between production (supply) and consumption (demand) 
(Marx, 1992).

Generally, capitalists unproductively consume a portion of supply, 
but not to the extent of fi lling the gap because their consuming power 
is “restricted by the tendency to accumulate, the greed for an expan-
sion of capital and a production of surplus value on an enlarged scale” 
(Luxemburg, 1963: 344). Consequently, underconsumption diminishes 
the rate and mass of profi ts, and thereby, the rate of future accumula-
tion of capital. Th us, a decrease in the capitalization of surplus value 
and accumulation of capital gradually creates a crisis in the capitalist 
system. Capitalists can manage this crisis by raising the rate of relative 
surplus value; by increasing labour productivity or the rate of absolute 
surplus value (increasing the hours of work); or by the deployment of 
labour from non-capitalist sectors (Desai, 2000: 552).

As Luxemburg understands it, Marx believed that “there was no 
need for a continual extension of the market beyond the consumption 
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of capitalists and workers” (Luxemburg, 1963: 346). Luxemburg ques-
tions this assumption, arguing that when the forces of production are 
revolutionized, production increases and results in an overaccumula-
tion of commodities. Th is eventually leads to a crisis of undercon-
sumption because the capitalist system cannot distribute or absorb the 
total surplus value. For Luxemburg, the only way the capitalist system 
can resolve the contradiction between the ‘capacity to produce’ and 
the ‘capacity to consume’, (between the forces of production and the 
relations of production) is by constantly expanding into the non-capi-
talist world to acquire additional means of production and to search 
for the new markets, and by establishing the ‘exclusive world rule of 
capitalist production’ (Luxemburg, 1972: 145).

Luxemburg also warns that when the capitalist system brings all 
corners of the globe under its ‘sphere of infl uence’ leaving no place 
untouched, and exploiting them at an ever faster rate, capitalism ceases 
to develop further (Luxemburg, 1972: 145–6). Th erefore, the capitalist 
system eventually collapses either by the erosion of new avenues to 
occupy for further expansion of the market, or by the assault from the 
non-capitalist world. Luxemburg anticipates that when the capitalist 
system reaches the collapsing point, the working classes in the capital-
ist world “will join with their respective capitalist classes to beat back 
the revolt of the ‘third’ world” (Tarbuck, 1972: 32). But, this argument 
is oft en interpreted as ‘political fatalism’ and “as displaying a bound-
less faith in the spontaneity of the masses” of fi rst world workers to be 
reactionary (Geras, 2000: 328).

Although Hardt and Negri acknowledge the limitations of the 
underconsumption thesis, they reiterate it in their book without criti-
cal comment. But unlike Luxemburg they believe that the contradic-
tions of imperialism are resolved ‘peacefully’ when the non-capitalist 
world is completely encroached by the capitalist world, a situation in 
which there are no new frontiers to occupy and exploit. Incorporating 
the ‘outside’ into the ‘inside’, Hardt and Negri (2000: 189) declare 
that the contemporary capitalist world system has reached a stage 
where “the history of imperialist, inter-imperialist, and anti-imperial-
ist wars is over . . . enter[ing] the era of minor and internal confl icts” 
(Hardt and Negri, 2000: 189). Th is characterization of the world system 
in terms of an idea rather than any empirical analysis (as Petras and 
Veltmeyer critique), resonates with Karl Kautsky’s notion of ‘peaceful’ 
ultra-imperialism rather than Lenin’s more useful concept of ‘inter-
imperialist rivalry’. For a limited but yet useful application of the later 
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concept in an analysis of the contemporary of US-led imperialism 
see Petras and Veltmeyer (2005: 127–160). At issue here—but not in 
Hardt and Negri’s abstracted philosophical discourse on ‘Empire’—is 
Lenin’s assumption that inter-imperialist rivalry will inevitably lead to 
an inter-imperialist war or, as Petras argues, as anti-imperialist war.

For Lenin, imperialism was an extension of capitalism in its his-
torical trajectory, indeed, the highest stage of capitalism, where a few 
monopoly capitalists dominate the entire world economy. As theorized
and elaborated by Paul Sweezy and Harry Magdoff  among others at 
the Monthly Review, monopoly capital grows out of, and comes to 
dominate, the ‘free competition’ among capitalists, “the fundamen-
tal characteristic of capitalism and of commodity production gener-
ally” (Lenin, 1965: 105). Lenin adds that imperialists also compete 
and divide the globe for the export of fi nancial capital (as opposed 
to the export of commodities, as per Luxemburg) in order to realize 
super profi ts. In the process of dividing up and dominating the world, 
the imperialist states (to serve the best interests of their respective 
national bourgeoisie) fi nally enter into an inter-imperialist war (Lenin, 
1965: 106).

Against Lenin, Karl Kautsky argued that the monopolization of 
capital obliterates free market competition promoting the formation 
of cartels among the strongest monopolies. Th is eventually diminishes 
a militarized inter-imperialist rivalry facilitating a ‘holy alliance of 
the imperialists’ (Kautsky, 1983: 88–9). Kautsky terms this imperialist 
policy as ‘ultra-imperialism’, a situation in which capitalists cooperate 
rather than compete with each other, and divide the world ‘peace-
fully’ among themselves for mutual gains, even though the share of 
the gains is uneven. Th is is the reason why ‘every far-sighted capitalist’, 
as Kautsky put it, ‘must call to his comrades: Capitalists of the world, 
unite!’ (Kautsky, 1983: 86).

From a neo-Kautskian perspective, Hardt and Negri (2000: 233) 
misinterpret Lenin to argue that “he emphasized the fact . . . that com-
petition, essential for the functioning and expansion of capital, declines 
necessarily in the imperialist phase in the proportion to the growth 
of monopolies”. Th erefore, in the phase of monopoly capitalism free 
competition totally disappears and ‘peaceful’ cooperation among the 
capitalists begins. To the contrary Lenin asserts: “Th e monopolies, 
which have grown out of free competition, do not eliminate the later, 
but exist over it and alongside of it, and thereby give rise to a num-
ber of very acute, intense antagonisms, frictions and confl icts” (Lenin, 
1965: 105).
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For Lenin (1965: 113), as for Petras and Veltmeyer in their critique 
of Hardt and Negri, Kautsky’s characterization of ultra-imperialism 
was ‘utterly meaningless’ and a ‘lifeless abstraction’ because Kautsky 
failed to understand the ‘concrete reality’ of world economy—the 
sharpening inter-imperialist contradictions. Questioning the possibili-
ties of peaceful alliances among capitalist in conditions prevailing at 
the time, Lenin argues: “Peaceful alliances prepare the ground for wars, 
and in their turn grow out of wars; the one conditions the other, giving 
rise to alternative forms of peaceful and non-peaceful struggle out of 
one and the same basis of imperialist connections and relations within 
world economics and world politics” (Lenin, 1965: 144–5, emphasis 
original).

Commenting on whether the formation of a ‘universal cartel’ of 
capitalists and the development of a ‘single world trust’ would lead to 
a new phase of capitalism, i.e. ‘ultra-imperialism’, Lenin further writes: 
“In the abstract one can think of such a phase. In practice, however, 
he who denies the sharp tasks of today in the name of dreams about 
soft  tasks of the future becomes opportunist. Th eoretically it means 
to fail to base oneself on the developments now going on in real life, 
to detach oneself from them in the name of dreams” (Lenin, 1972: 
13–14).

Rudolf Hilferding in his pioneering work Financial Capital, and 
Nikolai Bukharin in his infl uential book Imperialism and World 
Economy, had expressed similar views regarding the possibility of 
achieving and sustaining ultra-imperialism. Bukharin asserted that 
Kautsky’s ultra-imperialism was a utopian project, which considers 
“imperialism not as an inevitable accompaniment of capitalist develop-
ment but as . . . one of the dark sides of capitalist development . . . [and] 
wishes to eliminate dark imperialism leaving intact the sunny sides of 
the capitalist order” (Bukharin, 1972: 135, 142–3). In a similar way, 
“while excoriating its destructive aspects, Hardt and Negri welcome 
globalization as the dawn of a new era full of promise for the realiza-
tion of the desires of the wretched of the earth” (Arrighi, 2002: 3).

As it turned out, the outbreak of the First and Second World Wars 
and the struggles among the imperialist states in the interwar and cold 
war periods supported Lenin’s critique of ultra-imperialism. But in 
fact, in the post-cold war period, under the leadership of the US, there 
has been a growing tendency of cooperation, mergers, and collabo-
ration amongst capitalists. Th is phenomenon provides some reason-
able support to Kautsky’s ultra-imperialism. However, this does not 
mean that the inter-imperialist contradictions are totally dissolved. See 
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Petras and Veltmeyer (2005: 127–160) for some detail and an analysis 
on the ‘dynamics of inter-imperialist rivalry’ in the post-war period. 
In this connection it has been argued in the literature that “Kautsky’s 
world had been achieved by Leninist means” (Bromley, 2003: 30).

According to Perry Anderson, ultra-imperialism was not achieved 
until the end of the Cold War because of the absence of potential 
“superordinate power capable of imposing discipline on the system as 
a whole in the common interest of all parties” (Anderson, 2002: 20–21) 
and of coordinating the monopoly capitalists through ‘persuasion’2 to 
form a federation. But, since the end of cold war the US has emerged 
as a single superpower and the centre of the new world order because 
it “has acquired absolute military dominance over every other state 
or combination of states on the entire planet, a development without 
precedent in world history” (Gowan, 2001: 81). Th ese developments, 
as Gowan observes, helped the US attain the position of super-impe-
rialist as opposed to ultra-imperialist.3

Leo Panitch and Sam Gindin (2003) contend that unlike the British 
state in its empire, the US emerged as an informal empire in the post-
World War II era by incorporating other imperialist states into ‘free 
trade imperialism’ through economic and cultural penetration, and 
political and military coordination. However, multiple economic crises 
in the 1970s diminished the economic domination of the US (Arrighi, 
2005; Sutcliff e, 2006). And since then the American empire has been 
“increasingly turning to military force to consolidate its hegemony and 
the economic advantage that come with it—for instance with control 
of oil” (Wood, 2003: 160) But to the contrary, and somewhat frivo-
lously, Hardt and Negri (2000: 384) assert that: “Th e idea of American 
Empire as the redemption of utopia is completely illusory. First of all, 

2 Th e ‘imposition of discipline’, as Anderson argues, ‘cannot be a product of brutal 
force. It must also correspond to a genuine capacity of persuasion—ideally, a form of 
leadership that can off er the most advanced model of production and culture of its 
day, as target of imitation for all others’ (Anderson, 2002: 21).

3 Both ultra-imperialism and super-imperialism refer to cooperative relations 
among the strongest imperialist powers. In the case of ultra-imperialism, “cooperation 
results from co-ordination to mutual advantage” (Bromley, 2003: 33, emphasis added). 
But this can only be possible by gathering ‘collective power’—‘the notion of power 
implicit in the idea that states have common interests that can be advanced by forms 
of cooperation’ (Bromley, 2004: 160). In the case of super-imperialism, ‘cooperation 
is enforced by the super power of one state’ (Bromley, 2003: 33, emphasis added). Th is 
is only possible by imposing ‘distributive power’—‘the capacity of one party to get 
another to comply with its goal by imposing costs’ (Bromley, 2004: 159).
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the coming of Empire is not American and the United States is not its 
centre. Th e fundamental principle of Empire . . . is that its power has no 
actual and localizable terrain or centre. Imperial power is distributed 
in networks, through mobile and articulated mechanism of control.”

If we have entered a new era of stateless Empire, then, why do a few 
dominant states actively initiate and spearhead regional trade orga-
nizations such as Association of Southeast Asian Nations, European 
Union (EU), the North American Free Trade Agreement, Free Trade 
Area of the Americas etc.? Why does the US always try to exclude 
EU from the South American market, and why does EU protect its 
economy from the penetration of US transnational capital? Why do 
the imperial states use the transnational corporations as the vehicles 
of capital’s global reach? Why does the US coordinate its allies and 
architect the global war on ‘terror’ and exclude investments in Iraq 
from countries ‘not of the willing’. Answers to these questions require 
further analysis of whether we have entered an era of post-imperialist 
Empire or an informal US Empire (i.e. US imperialism without formal 
colonies).

Empire without Emperor or the Informal US Empire?

Hardt and Negri, throughout their book, rhythmically repeat that in 
the “smooth space of Empire, there is no place of power—it is every-
where and nowhere. Empire is an ou-topia, or really a non-place” (2000: 
190). But James Petras (2002: 139) in his devastating critique of Hardt 
and Negri’s thesis, contends that the “argument for a state-less empire 
exaggerates the autonomy of capital vis-à-vis the state, and parrots 
the false proposition of the free market ideologues who argue that the 
world market is supreme and acceptable politically precisely because it 
operates independently of specifi c national interests” (See also Petras 
and Veltmeyer, 2007: 30–31). In a similar way, Ellen Meiksins Wood 
in Empire of Capital argues that globalist views of stateless imperial 
sovereignty “not only miss something truly essential in today’s global 
order but leave us powerless to resist the empire of capital”4 (Wood, 

4 Th is critique reminds us Lenin’s rejection of Kautsky’s theory of ultra-imperial-
ism as reactionary politics: ‘Th e only objective, i.e., real, social signifi cance Kautsky’s 
theory can have, is: a most reactionary method of consoling the masses with hopes 
of permanent peace being possible under capitalism, by distracting their attention 
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2003: 6). She further asserts, “the state is more essential than ever to 
capital, even, or especially, in its global form”.

Wood (2003: 10) argues that the capitalist system is uniquely diff er-
ent from other class societies, such as precapitalism or feudalism, in 
exercising both economic and extraeconomic power (such as institu-
tional, political, military and judicial power). In noncapitalist societ-
ies, economic power oft en depends on ‘extraeconomic’ coercion. It is 
therefore very diffi  cult to diff erentiate two. For example, feudal lords 
relied more on extraeconomic coercion (i.e. military power) to extract 
surplus labour rents from tenant-peasants and to exploit bonded and 
other forms of ‘unfree labour’ (see Brass in this volume). As Wood 
(2003: 12) remarks, even “old colonial empires dominated territory 
and subject people by means of extraeconomic coercion, by military 
conquest and oft en direct political rule”.

In capitalist imperialism, economic power dominates the working 
class very impersonally and indirectly through market mechanisms. 
Also, it creates structural and institutional conditions under which 
wage labourers ‘voluntarily’ participate in the capitalist system of pro-
duction and sell his or her labour power as commodity. Extraeconomic 
power helps sustain a social order or structural-institutional environ-
ment, which in turn facilitates and guarantees the availability of ‘disci-
plined’ cheap labour, and provides the legitimacy of exploitation in the 
process of the endless accumulation of capital (Wood, 2003: 3–10).

In fact, Kautsky had also made a similar analysis of imperialism and 
argued that politics (the state apparatus) and economics (the market) 
function separately. But Lenin accused Kautsky of being ‘reformist’, 
‘opportunist’ and ‘renegade’ (Lenin, 1965: 110). In the political-eco-
nomic context of his period, Lenin’s criticism was apt because the aim 
of imperialism at that time was to colonize and plunder the non-capital-
ist territories of the world, and, in order to achieve this, imperial pow-
ers had to use both economic and extraeconomic powers as a united 
force. Th us, at that historical moment, the separation of economic and 
political dimensions of imperialism was certainly reformist.

from the sharp antagonisms and acute problems of the present times, and directing 
it towards illusory prospects of an imaginary ultraimperialism of the future’ (Lenin, 
1965: 143).
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A superfi cial reading of Wood’s argument might suggest that she 
also falls into the trap of providing an economistic explanation of 
imperialism. But a careful reading would suggest otherwise. Since the 
new imperialist project does not aim at direct rule and formal coloniza-
tion, it does not use both economic and extraeconomic force together. 
For Wood, the separation of these two logics of power is a particular 
feature of the ‘new’ imperialism. However, although they appear like 
two separate entities, in the end they help each other. As Petras and 
Veltmeyer (2003: 46) put it succinctly: “empire begins with military 
and/or political conquest but ultimately rests on the economy”. Th e 
separation and unity of the two ‘spheres of infl uence’ should be seen 
as tactical detachment and strategic unity respectively, because impe-
rial powers tactically use them separately to meet immediate needs, 
and strategically employ them as a united force to realize long-term 
goals. Th e general assumption is that tactical separation of these pow-
ers allows the market forces to operate ‘freely’ and ‘autonomously’ 
without any extraeconomic constraints. But, it is highly questionable 
because, in reality, it is not possible for economic power to operate 
independent of ‘extraeconomic’ power.

Parallel to Wood, social geographer David Harvey explains the new 
imperialism in terms of two logics of power: Th e ‘capitalist logic of 
power’ and the ‘territorial logic of power’. He remarks that the capital-
ist logic of power “operates in continuous space and time” and sup-
ports capitalist actions of exploitation through the market mechanisms; 
whereas the territorial logic of power “operates in a territorialized and, 
at least in democracies, in a temporality dictated by an electoral cycle” 
(Harvey, 2003: 27; Sutcliff e, 2006: 65). But, imperialist countries, in 
order to maintain their hegemony, must extend and intensify their 
‘territorial logic of power’ beyond borders, and perpetuate the political 
hierarchy of nation states (Sutcliff e, 2006: 65). Indeed, the two logics of 
power always function dialectically rather than mechanically.

Imperial states exercise their ‘extraeconomic’ power in various 
ways. Th ey eff ectively use the supranational institutional mechanisms 
(such as the Bretton Woods institutions, the United Nations, NATO) 
to consolidate their political and economic power, and develop a 
comprador bourgeoisie class and install puppet regimes in the ‘Th ird 
World’ to liquidate any kind of resistance to global capital. Th is polit-
ical environment enormously helps the full-fl edged exercise of eco-
nomic power across the globe. Th erefore the operation of economic 
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and ‘extraeconomic’ power depends on the strategies and tactics of the 
imperial states, and the interests of their allies around the world.

Harvey argues that though the primary motive of imperialism 
remains the same—the endless accumulation of capital and the impo-
sition of global hegemony—it has adopted the new mechanisms to 
solve its central problem, i.e. the overaccumulation of capital. Th e 
imperial states eff ectively use the new mechanisms (such as privati-
zation, fi nancialization, the management and manipulation of crises, 
and state redistribution of public resources and services for private 
benefi t) in the creation of the new avenues for the absorption of 
capital surpluses across space and time. Adapting Marx’s concept of 
the ‘primitive accumulation of capital’, Harvey terms this process as 
‘accumulation by dispossession’ (Harvey, 2003, 2007).

Moreover, in the age of neoliberal globalization, although capital, 
technology and commodities can fl ow across space and time without 
any barriers; they certainly need political ‘stability’ and market ‘pre-
dictability’ in the places where they fi nally reach (Woods, 2003: 17). 
A conceivable apparatus or institution that could eff ectively provide 
such an environment is the nation state. Th e nation state provides 
a legal and institutional framework, keeps social order, protects the 
private property system, manages fi nancial transactions, enters into 
international agreements and treaties, acts as a fi nancial crisis manager 
or savior,5 and so on (Petras 2003: 43–51; Wood, 2003: 17; Harvey, 
2003, 2007). As Petras (2002: 142) argues: “Th e imperial state oper-
ates in synergy with its multinational corporations . . . the multinational 
corporations want state participation to guarantee that their capital 
will not be expropriated, subject to ‘discriminatory’ taxes or restricted 
in remitting profi ts. Th e state is, to put it bluntly, the enforcer of 
investment guarantees, a crucial element in corporate investment 
expansion.”

Critiquing the ‘globalist’ thesis of a “world without nation states”, 
Petras and Veltmeyer (2005: 14) metaphorically write: ‘So-called glo-
balization grew out of the barrel of a gun—a gun wielded, pointed 
and fi red by the imperial state’. Th us, in today’s globalized economy, 

5 Th ere are several instances where the imperial state acts as a fi nancial crisis man-
ager, and saves big corporations from bankruptcy. A study of the top 100 corporations 
of 1993 Fortune list by Winfried Ruigrock and Rob Van Tulder reveals that at least 20 
of them would not have survived if their governments had not intervened and bailed 
them out (Borón, 2005: 46).
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the nation state is more relevant than ever before to provide all these 
“daily regularities or the conditions of accumulation that capital needs” 
(Wood, 2003: 20). In this context, Hardt and Negri’s celebration of the 
disappearance of the nation state begs the following questions: Who 
participates in and defi nes the trade agreements of all kinds (multi-
lateral, bilateral, and unilateral)? Who regulates markets for eff ective 
functioning or who mediates in market operations for higher rate of 
returns? Who imposes sanctions on certain countries that are labeled 
as ‘rogue states’ (such as Iran, North Korea, Cuba, and Venezuela) or 
the ‘enemies’ of imperial order? Who craft s and impose international 
trade rules and regulations? Who supports transnational corporations 
(TNCs) in conquering overseas markets? Who protects local market by 
putting barriers in place? In fact, the nation state does all these things. 
Petras (2002: 141) contends that the “markets do not transcend the 
state, but operate within state-defi ned boundaries”. He further argues, 
“the imperial states, far from being superseded by the overseas expan-
sion of capital, have grown and become essential component of the 
confi guration of the world political economy” (Petras, 2003: 47).

Imperial states place their representatives as the heads of the inter-
national fi nancial institutions (IFIs) in order to have more space for 
their political and economic maneuver. As a continuation of an insti-
tutional ‘tradition’ the US government always appoints an American 
citizen as the president of the World Bank, and the European Union 
always appoints the managing director of the International Monitory 
Fund (IMF). And, the headquarters of both the institutions are located 
in Washington DC, and the US is the only country that has veto power 
in the World Bank and IMF.

Moreover, dominant countries of the world provide a major por-
tion of funds for the international fi nancial institutions, and gain more 
decision-making power, because the proportion of funding determines 
the vote weightage of a country and its representatives on the execu-
tive board of directors. For instance, in the World Bank, of the total 
185 members, G8 countries possess 45.7 percent of voting power in 
the bank’s strategic agenda: the US 16.4 percent; Japan 7.9 percent; 
Germany 4.5 percent; UK 4.3 percent; France 4.3 percent; Canada—2.8 
percent; Italy 2.8 percent; and Russia 2.8 percent. Th e Bank, although 
rhetorically, emphasizes ‘democratic participation’ in development 
projects in the ‘Th ird World’, but it does not adhere to the same prin-
ciple when it comes to decision-making at its headquarters. Moreover, 
the bank imposes its neoliberal hegemony on all borrowing countries 
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by exerting its enormous political-economic power, and on all coun-
ties across the globe by creating ‘epistemic communities’ and establish-
ing a network of institutions through rigorous knowledge-production 
activities (Goldman, 2005; Moore, 2007).

Similarly, a few developed countries dominate the International 
Monetary Fund as well. Out of 185 member countries, the G8 coun-
tries possess 47.2 percent of the voting power in the Fund, the Board 
of Governors: the US 16.8 percent; Japan 6.0 percent; Germany 5.9 
percent; UK 4.3 percent; France 4.3 percent; Canada 2.8 percent; Italy 
2.8 percent, and Russia 2.7 percent. In an unequal weighted voting
system, a few dominant countries get more power in eff ectively mak-
ing or blocking global strategic decisions based on their political 
and economic interests. Hardt and Negri overestimate the power of 
supranational institutions and totally underplay its dependency on 
the imperial states, and “ignore its political and social subjective con-
ditions” (Petras and Veltmeyer, 2007: 11). Harvey (2003: 32) argues 
that “one of the state’s key tasks is to try to preserve . . . the pattern of 
asymmetries in exchange over space that works to its own advantage”. 
Th e imperial states keep the ‘pattern of asymmetries’ by imposing its 
domination over the supranational institutions (Magdoff , 2003). In 
fact, these institutions have become mere instruments in the hand of 
the imperial hegemon, the US, and its allies.

A majority of the headquarters of transnational corporations 
(TNCs) are located in the imperial triad (the US, the EU and Japan). 
From 1970 to 2006, the total number of TNCs rose from 7,000 to 
77,000. And, according to the United Nations Conference on Trade 
and Development (UNCTAD), 85 of the top 100 TNCs have their 
headquarters in the Triad—25 in the US, 53 in European Union, and 
seven in Japan. In 2005, the top 100 TNCs accounted for 10 percent of 
foreign assets, 17 percent of sales, and 13 percent of employment of all 
TNCs worldwide. And, the total annual income of the top 200 TNCs 
is as big as the combined income of poorest 80 percent of the world’s 
population (Borón, 2005: 46). Although TNCs operate all over the 
globe, as Borón (2005: 46) notes that “their property and their owners 
have a clear national base”. Moreover, “their earnings fl ow from all 
over the world to their headquarters”, and if trequired, they could eas-
ily get operational loans “by their headquarters in the national banks 
at interest rates impossible to fi nd in peripheral capitalisms, thanks to 
which they can easily displace their competitors”.
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Th e US, as the leader of the new imperialist project, since the end of 
World War II exercised its both economic and extraeconomic power 
in the age of developmentalism (from 1945 to 1970) as well as in the 
subsequent era of neoliberal of globalization (Petras and Veltmeyer, 
2001). In the era of developmental state, the US played a major role 
in creating the institutional framework for governing international 
relations (the Bretton Woods system) with the objective of ensur-
ing that the national development of all countries, especially those in 
the ‘economically backward’ areas of the ‘post-colonial’ ‘third world’, 
would take the capitalist path paved by the advanced capitalist coun-
tries in the West (McMichael, 2004: 41; Petras and Veltmeyer, 2005: 
177–181). However, the US used “humanitarian” development proj-
ects to strengthen its hegemonic power, and “to protect client regimes 
throughout the world that were supportive of US interests” (Harvey, 
2003: 53).

In the era of neoliberal globalization, the US has emerged as a sole 
superpower and has played a paramount role in restructuring the 
global production, circulation and exchange on the one hand, and in 
creating a new imperial order by eroding “the sovereignty and self-
determination of other countries” on the other (Laxer, 2003: 136).6 As 
Petras and Veltmeyer (2005: 19) argue, “neoliberal imperialism always 
meant selective openness to selective countries over specifi ed time 
periods in selective product areas”. In a similar way political econo-
mist Gordon Laxer contends, “capitalists are the true globalizers, not 
workers or citizens”. If capital, especially in its grossly overextended 
speculative form, is increasingly mobile across borders, labour is not. 
National borders also have been tightened since the events of 9/11 
(Laxer, 2003: 148).

Th e borders in the global North have been strictly controlled 
through diff erent surveillance measures to prevent the ‘illegal’ entry 
of the so-called terrorists as well as economically displaced people 
from the global South. For instance, the US has been constructing real 
physical borders of fencing along the Mexico-US borders as well as 
the so-called ‘Smart Borders’ using information technology, commu-
nications and biometric identifi cations such as fi ngerprints and facial 

6 For a detailed history of US political and military interventions across the globe 
from 1945 to the present, see Blum (2000) and Chomsky (2001).
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recognition. Although the transnational mobility of skilled labourers 
gives an impression that borders in the age of neoliberal globalization 
are more permeable, the nation states strictly control and monitor the 
fl ow of people by various stringent immigration policies. All these new 
developments, in fact invalidate Hardt and Negri’s claim that the bor-
ders of the nation state have been eroded in the age of Empire.

Aft er 9/11, the US constructed and has attempted to construct a 
new social order across the globe by an extension of its national secu-
rity doctrine, a new war doctrine of preemptive war and the unilateral 
projection of its ideological, political and military power beyond its 
borders. While the sovereignties of many nation states were under-
mined and destroyed by the imperial imposition of political and 
economic sanction as well as the Washington Consensus on correct 
macroeconomic policy, the US continues to strongly defend its own 
sovereignty and assiduously protect its national interests (Laxer, 2005). 
In this connection, the US has refused to ratify any international con-
vention or treaty that did not take into account the national interests 
of the US. Th e US has continuously opposed or withdrawn from any 
UN agency or convention the agenda for which it could not control. 
Th e US has refused to participate in the International War Crime 
Tribunal, opposed signing the Kyoto Agreement aimed at reducing 
carbon emissions and refused to sign the International Convention on 
the Rights of the Child.

Conclusion

Th ree major contradictions of imperialism, fi rst identifi ed by Lenin 
(1965), which reinforce asymmetric international relations on a global 
scale, are: (i) the relation between capital and labour, or between the 
ruling class and the working class; (ii) the relation between the imperi-
alist monopolies and the imperial states; (iii) contradiction between the 
oppressor countries and the oppressed people. For Hardt and Negri, 
Empire has ‘resolved’ all these structural contradictions by eroding the 
nation state, the inside-outside division, and place-time constraints. 
But in reality they remain intact. Th us, the classical theories of impe-
rialism are still relevant for our understanding of the current global 
order.

I have argued in support of the argument of Petras and others that 
the nation state in the era of the new imperialism is as functional for 
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capitalist development than ever before—that, as Petras and Veltmeyer 
(2005, 2007) have argued so persuasively, the soft  side of imperialism, 
the ‘velvet glove’ over its ‘iron fi st’ of military force (cooperation for 
international development, policies of neoliberal globalization) have 
reproduced and even deepened the North-South development gap, 
and that Hardt and Negri’s concept of a stateless Empire is a grand 
myth serving to obfuscate and draw attention away from the operative 
dynamics of state power.7 Although the US empire-building agenda 
has suff ered major tactical setbacks in recent years, “the strategic goals 
of US foreign policy remains constant: to enhance US hegemony and 
its domination of the new world order” (Petras and Veltmeyer, 2007: 
6). Considering the role and capacity of the US as the hegemon8 and 
leader of “the new political order of globalization”, I conclude that 
we live in an era of an informal US Empire in decline rather than the 
post-imperialist Empire without imperialism conceived of by Hardt 
and Negri.

7 Imperial state uses various formal as well as informal mechanisms to impose 
its hegemony and domination over the people across the globe. In my own work 
(Kumbamu, 2006) I have analysed how the structural-institutional, technological and 
legal mechanisms of imperialism have been eff ectively used to dispossess the peasantry 
in India from their means as well as conditions of production.

8 By defi nition a hegemon should possess unique features and refer to a particular 
state. “Th e hegemon must possess superior force of arms, a national attribute that can-
not be alienated or shared, as the fi rst condition of its sway” (Anderson, 2002: 22).
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CHAPTER SIX

THE CLASS NATURE OF NEOLIBERAL GLOBALIZATION IN 
THE AGE OF IMPERIALISM

Berch Berberoglu

Th ere has been a proliferation of literature on globalization and the 
political economy of global capitalism over the course of the past two 
decades. Few of these works, however, have attempted to link this pro-
cess to imperialism or the expansive, predatory practices of advanced 
capitalism operating on a global scale. Fewer still have focused on 
the exploitative nature of this process and its destructive course of 
development that necessitates its transformation. And fewer yet have 
identifi ed the working class as the leading agent of change and trans-
formation of global capitalism as we move forward in the twenty-fi rst 
century.

My recent book, Globalization and Change: Th e Transformation 
of Global Capitalism, published in 2005, attempted to fi ll this gap in 
globalization studies by highlighting the nature, dynamics, and con-
tradictions of neoliberal globalization as the highest stage of capital-
ist imperialism, and sought to convey the underlying fault lines of 
this process worldwide in order to assist those who are struggling to 
change it (Berberoglu, 2005). It thus attempted to provide an analysis 
and a road map to trace global capitalism’s course of development 
and to understand the political work that is necessary to bring about 
its transformation.

Acknowledging James Petras’ immense infl uence on my thinking 
about neoliberal globalization, class struggle, and revolution in the 
age of capitalist imperialism, and dedicating this book to him, I wrote 
in its ‘Preface’: “I would especially like to thank James Petras for his 
inspiring work on imperialism, class struggle, and revolution, as well 
as his keen understanding of the class nature of the globalization pro-
cess and its contradictions, which he has conveyed in many of his 
books over the years, especially in such pioneering work as his Critical 
Perspectives on Imperialism and Social Class in the Th ird World, as well 
as Class, State, and Power in the Th ird World, and his path-breaking 
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recent work on globalization, with Henry Veltmeyer, Globalization 
Unmasked: Imperialism in the Twentieth Century, published in 2001. 
For his tireless lifelong dedication to the struggle against imperialism 
and global capitalism that has spanned a successful academic career 
for more than three decades, one that is being emulated by a new gen-
eration of revolutionary intellectuals who are carrying on the struggle 
for a just world, this book is dedicated to my mentor, teacher and 
friend—James Petras” (Berberoglu, 2005: x).

As a revolutionary intellectual true to his principles, James Petras 
has succeeded in moving the discussion and debate over globaliza-
tion along class lines, and doing so with a keen understanding of the 
dynamics and contradictions of capitalism on a world scale and its 
development into capitalist imperialism through the so-called neolib-
eral globalization process (Petras, 1998, 2007).

Globalization and Change: Th e Transformation of Global Capitalism 
was the third in a series of a multi-year, multi-level project that I 
launched a few years ago with the publication in 2002 of a book that 
I edited titled Labour and Capital in the Age of Globalization, which 
presented a series of case studies on the labour process and labour-
capital relations at the point of production under advanced, global 
capitalism (Berberoglu, 2002). Following this, I published in 2003 
a second book that I wrote, titled Globalization of Capital and the 
Nation-State: Imperialism, Class Struggle, and the State in the Age of 
Global Capitalism, to expose the nature and contradictions of neolib-
eral globalization, tracing the evolution of capitalism and the capitalist 
state through its various stages leading to the globalization of capital 
and capitalist imperialism that the transnational corporations and the 
imperial state came to represent in this latest and highest stage of capi-
talist development at the end of the twentieth and the beginning of the 
twenty-fi rst centuries (Berberoglu, 2003).

Culminating as the third book in the series, Globalization and 
Change complemented the previous two volumes by moving from an 
analysis of capitalism as a system of production to its class essence 
and political character in the form of the capitalist state, to its global 
manifestations through imperialist expansion and domination under 
the rule of the transnationals and the imperial state, and to the class 
struggles that are the outcome of this process and are the basis of 
the struggle against capitalist globalization and transformation of the 
global capitalist system (Berberoglu, 2005).
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Neoliberal globalization, which some have argued represents a qual-
itative change in the development of capitalism, has been eff ectively 
shown by Petras and his colleagues, in particular Henry Veltmeyer, 
as a continuation of the process of transnational capitalist expansion 
and domination of rival and subordinate states for purposes of plun-
der based on the exploitation and oppression of the working class and 
other classes under the dictates of capital and the capitalist state on a 
global scale (Petras and Veltmeyer, 2001, 2003, 2007). It is within the 
framework of this understanding of class relations across the world 
that Petras has made a major and lasting contribution to the analysis 
of the global political economy, its contradictions, and sources of its 
eventual transformation.

In this chapter I examine the relationship between globalization and 
imperialism, the dynamics, contradictions, and crisis of global capital-
ism, and its political-military arm the imperial state, the developing 
and maturing class struggle, and the prospects for social change and 
transformation of global capitalism. I examine these within the context 
of the globalization of capital in the twentieth century and map out the 
political implications of this process for the future course of capitalist 
development on a world scale.

Globalization and Imperialism

Imperialism is the highest stage of capitalism operating on a world 
scale, and neoliberal globalization is the highest stage of imperialism 
that has penetrated every corner of the world. Both are an outgrowth 
of twentieth-century monopoly capitalism—an inevitable consequence, 
or manifestation, of monopoly capital that now dominates the world 
capitalist political economy. Th us, the current wave of globalization 
is an extension of this process that operates at a more advanced and 
accelerated level.

A central feature of this current phase of transnational capitalism, 
besides its speed and intensity, is the increased privatization of vari-
ous spheres of the economy and society. Under the current wave of 
globalization, this has especially been the case in areas such as commu-
nications, information technology, education, and the cultural sphere, 
where privatization is becoming increasingly prevalent.

Th e rate at which these changes have been taking place, and the 
vigour with which transnational capital has been exercising more 
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power vis-à-vis the state, has led some to declare globalization a quali-
tatively new stage in the development of world capitalism (Ross and 
Trachte, 1990; Burbach and Robinson, 1999). However, I would argue, 
as does Petras (2008), that these quantitative, surface manifestations 
of contemporary capitalism, no matter how pervasive they are, do not 
change the fundamental nature of capitalism and capitalist relations, 
nor the nature of the capitalist/imperialist state and the class contra-
dictions generated by these relations, which are inherent characteris-
tics of the system itself. Th ey cannot change the nature of capitalism 
in any qualitative sense to warrant globalization a distinct status that 
these critics have come to assign as something fundamentally diff er-
ent than what Marxist political economists have always argued to be 
the ‘normal’ operation and evolution of global capitalism in the age 
of imperialism (Szymanski, 1981; Warren, 1980; Beams, 1998; Foster, 
2002; Harvey, 2003; Petras, 2008).

Today, in the early twenty-fi rst century, the dominant institution 
that has facilitated global capitalist expansion on behalf of the current 
centre of world imperialism since the post-World War II period—the 
United States—is the transnational corporation. As other capital-
ist rivals from Europe and the Pacifi c Basin have recently begun to 
emerge on the world scene as serious contenders for global economic 
power, they too have developed and unleashed their own transnational 
corporate and fi nancial institutions to carve out greater profi ts, accu-
mulate greater wealth, and thereby dominate the global economy. Th e 
transnational corporations and banks, based in the leading centres of 
world capitalism, have thus become the chief instruments of global 
capitalist expansion and capital accumulation (Petras and Veltmeyer, 
2007; Mittelman and Othman, 2002; Waters, 1995; see also Barnet 
and Cavenagh, 1994). It is therefore in the export of capital and its 
expanded reproduction abroad to accumulate greater wealth for the 
capitalist classes of the advanced capitalist countries that one can fi nd 
the motive force of imperialism and neoliberal globalization today.

Neoliberal globalization, much as during earlier stages of capital-
ism, is driven by the logic of profi t for the private accumulation of 
capital based on the exploitation of labour throughout the world. It 
is, in essence, the highest and most pervasive phase of transnational 
capitalism operating on a world scale. It is the most widespread and 
penetrating manifestation of modern capitalist imperialism in the 
age of the Internet—a development that signifi es not only the most 
thorough economic domination of the world by the biggest capitalist 
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monopolies, but also increasingly direct military intervention by the 
chief imperialist state to secure the global economic position of its own 
corporations.

Th e relationship between the owners of the transnational corpora-
tions—the monopoly capitalist class—and the imperialist state and the 
role and functions of this state, including the use of military force 
to advance the interests of the monopoly capitalist class, thus reveals 
the class nature of the imperialist state and the class logic of impe-
rialism and capitalist globalization (Warren, 1980; Szymanski, 1981; 
Berberoglu, 1987, 2003, 2005). But this logic is more pervasive and is 
based on a more fundamental class relation between labour and capital 
that now operates on a global level—that is, a relation based on exploi-
tation. Th us, in the age of neoliberal globalization (i.e. in the epoch of 
capitalist imperialism), social classes and class struggles are a product 
of the logic of the global capitalist system based on the exploitation 
of labour worldwide (Gerstein, 1977; Petras, 1978; Berberoglu, 1987, 
1994, 2003, 2009).

Capitalist expansion on a world scale at this stage of the globaliza-
tion of capital and capitalist production has brought with it the global-
ization of the production process and the exploitation of wage labour 
on a world scale. With the intensifi ed exploitation of the working class 
at super-low wages in repressive neocolonial societies throughout the 
Th ird World, the transnational corporations of the leading capitalist 
states have come to amass great fortunes that they have used to build 
up a global empire through the powers of the imperial state, which 
has not hesitated to use its military power to protect and advance the 
interests of capital in every corner of the globe. It is in this context 
that we see the coalescence of the interests of the global economy and 
empire as manifested in control of cheap labour, new markets, and 
vital sources of raw materials, such as oil, and the intervention of the 
imperial state to protect these when their continued supply to the 
imperial centre are threatened (Petras and Veltmeyer, 2001).

Imperialism has been an enormous source of profi t and wealth for 
the capitalist class of the advanced capitalist countries, who, through 
the mechanisms of the transnational monopolies and the imperial 
state, have accumulated great fortunes from the exploitation of labour 
on a world scale. Given the uneven development of capitalism, how-
ever, some countries have grown more rapidly than others, while some 
previously less developed countries have emerged as new contenders 
in the global economy. Th e rivalry between the capitalist classes of the 
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old and newly emergent capitalist states has turned into rivalry among 
the leading countries within the world capitalist system. Th is has led to 
intense competition and confl ict between the rising capitalist powers 
and the declining imperial centres on a world scale, hence leading to 
shift s in centres of global economic and political power.

Focusing on the US experience, it is clear that in the post World 
War II period the United States emerged as the dominant power in the 
capitalist world. In subsequent decades, US-controlled transnational 
production reached a decisive stage, necessitating the restructuring of 
the international division of labour, as the export of productive capital 
brought about a shift  in the nature and location of production: the 
expansion of manufacturing industry on an unprecedented scale into 
previously precapitalist, peripheral areas of the global capitalist econ-
omy. Th is marked a turning point in the rise of the US economy and 
the emergence of the US as the leading capitalist/imperialist power in 
the world (Berberoglu, 2003).

Although the large-scale US postwar global expansion ushered in a 
period of unquestioned US supremacy over the world economy and 
polity during the 1950s and 1960s, the economic strength of US capi-
tal over foreign markets through investment, production, and trade 
during the 1970s took on a new signifi cance—one resulting from the 
restructuring of the international division of labour. US transnational 
capital, in line with its transfer of large segments of the production 
process to the periphery, poured massive amounts of capital into select 
areas of the Th ird World, as well as into its traditional bases of foreign 
investment—Canada and Western Europe—and became the leading 
centre of world capitalism in a new way (that is, by becoming the 
dominant force in the worldwide production process). Th us not only 
did overall US direct investment expand immensely during this period, 
but also a shift  in the form of investment in favour of manufacturing 
came to constitute the new basis of changes in the international divi-
sion of labour with great impact on the national economies of both 
the periphery and the centre states, including the US. Th is process 
further fueled the contradictions and confl icts inherent in capitalist 
production and class relations on a global scale, including interimpe-
rialist rivalry between the chief capitalist states on the one hand and 
the exploitation of labour on a global scale on the other, with all the 
consequences associated with this process—a process that has led to 
the crisis of global capitalism.
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Imperialism, the State, and the Crisis of Global Capitalism

Th e global expansion of capital over the past one-hundred years has 
had varied eff ects on the economy, state, and class relations on a world 
scale. Figure 1 outlines the origins and development of capitalism and 
the capitalist state through its various stages—from its early beginnings 
to the modern global age. It shows that, as capitalism developed from 
its competitive to monopoly stage, it underwent a major transformation 
that elevated it from the national to the global level. Th is was accom-
panied by a worldwide process of economic expansion as the export 
of capital replaced the export of goods that was characteristic of the 
earlier stage of capitalist development. Monopoly rule over the global 
economy facilitated by the advanced capitalist state, set the stage for 
imperialism through the internationalization of capital and capitalist 
relations across the world, and led to the consolidation of capital’s grip 
over the world economy. Th is provided the political framework for the 
direct role of the advanced capitalist state in safeguarding the interests 
of capital and the capitalist class around the world—a role facilitated 
by the World Bank, the International Monetary Fund, and the World 
Trade Organization—global institutions designed to advance the 
worldwide operations of the trans-national corporations as the instru-
ments of global capitalism (Payer, 1974, 1982; Kloby, 2003).

Th e capitalist state, now controlled by the monopoly fraction of the 
capitalist class, thus came to serve the long-term interests of global 
capital and the global capitalist system through its political and mili-
tary apparatus in service of the transnationals and the transnational 
capitalist class (Sklair, 2001). Looking at neoliberal globalization in 
class terms, we see that a complex web of class relations has developed 
at the global level that is both complementary and contradictory. Th us 
while the capitalist classes of the dominant imperialist states cooperate 
in their collective exploitation of labour and plunder of resources at 
the global level, the underlying contradictions of global competition 
and confl ict among these classes lead at the same time to interimpe-
rialist rivalries and confrontation around the world (Hart, 1992). Just 
as each imperialist power exploits its own as well as its rivals’ work-
ing classes for global supremacy, so too one observes the potential 
unity of the working classes of these rival imperialist states as workers 
come together in forging a protracted struggle against the entire global 
capitalist system. It is here that the capitalist/imperialist state comes to 
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play a critical role in facilitating the exploitation of global labour by 
transnational capital, but in doing so also risks its demise through the 
unfolding contradictions of this very same process that it is increas-
ingly unable to control and regulate (Berberoglu, 2003, 2005).

Th e problems that the imperial state has come to tackle, at both the 
global and national levels, are such that it is no longer able to manage 
its aff airs with any degree of certainty. At the global level, the imperial 
state has been unable to deal with the consequences of ever-growing 
superexploitation of labour in Th ird World sweatshops that has led 
to immense poverty and inequality worldwide; nor has it been able 
to take measures to reverse the depletion of resources, environmen-
tal pollution and other health hazards, a growing national debt tying 
many countries to the World Bank, the International Monetary Fund, 
and other global fi nancial institutions, and a growing militarization of 
society through the institution of brutal military and civilian dictator-
ships that violate basic human rights.

Th e domination and control of Th ird World countries for transna-
tional profi ts through the instrumentality of the imperial state has at 
the same time created various forms of dependence on the centre that 
has become a defi ning characteristic of neoliberal globalization and 
imperialism (Amaladoss, 1999; Sklair, 2002).

Domestically, the globalization of capital and imperialist expansion 
has had immense dislocations in the national economies of imperi-
alist states. Expansion of manufacturing industry abroad has meant 
a decline in local industry, as plant closings in the US and other 
advanced capitalist countries has worsened the unemployment situa-
tion. Th e massive expansion of capital abroad has resulted in hundreds 
of factory shutdowns with millions of workers losing their jobs, hence 
the surge in unemployment in the United States and other imperialist 
states (Phillips, 1998; Wagner 2000). Th is has led to a decline in wages 
of workers in the advanced capitalist centers, as low wages abroad 
have played a competitive role in keeping wages down in the imperi-
alist heartlands. Th e drop in incomes among a growing section of the 
working class has thus lowered the standard of living in general and 
led to a further polarization between labour and capital (Berberoglu, 
1992, 2002).

Th e dialectics of global capitalist expansion, which has caused so 
much exploitation, oppression, and misery for the peoples of the 
world, both in the Th ird World and in the imperialist countries them-
selves, has in turn created the conditions for its own destruction. 
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Economically, it has affl  icted the system with recessions, depressions, 
and an associated realization crisis; politically, it has set into motion 
an imperial interventionist state that through its presence in every 
corner of the world has incurred an enormous military expenditure 
to maintain an empire, while gaining the resentment of millions of 
people across the globe who are engaged in active struggle against it.1

Th e imperial state, acting as the repressive arm of global capital and 
extending its rule across vast territories, has dwarfed the militaris-
tic adventures of past empires many times over. Moreover, through 
its political and military supremacy, it has come to exert its control 
over many countries and facilitate the exploitation of labour on a 
world scale. As a result, it has reinforced the domination of capital 
over labour and its rule on behalf of capital. Th is, in turn, has greatly 
politicized the struggle between labour and capital and called for the 
recognition of the importance of political organization that many fi nd 
it necessary to eff ect change in order to transform the capitalist-impe-
rialist system.

Th e global domination of capital and the advanced capitalist/impe-
rial state during the twentieth century did not proceed without a fi ght, 
as a protracted struggle of the working class against capital and the 
capitalist state unfolded throughout this period of capitalist global-
ization. Th e labour movement, the anti-imperialist national liberation 
movements, and the civil rights, women’s, student, environmental, 
anti-war, and peace movements all contributed to the development of 
the emerging anti-globalization movement in the late twentieth and 
early twenty-fi rst centuries. Th ese and related contradictions of late-
twentieth-century capitalist globalization led to the crisis of the impe-
rial state and the entire globalization project which increasingly came 
under attack by the mass movements of the global era that came to 
challenge the rule of capital and the capitalist state throughout the 
world (Brecher, Costello and Smith, 2000).

1 While one consequence of imperialism and neoliberal globalization has been 
economic contraction and an associated class polarization, a more costly and dan-
gerous outcome of this process has been increased militarization and intervention 
abroad, such that the defence of an expanding capitalist empire worldwide has come 
to require an increasing military presence and a permanent interventionist foreign 
policy to keep the world economy clear of obstructions that go against the interests of 
the transnational monopolies. However, such aggressive military posture has created 
(and continues to create) major problems for the imperialist state and is increasingly 
threatening its eff ectiveness and, in the long run, its very existence.
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Th e Crisis of the Imperial State on a Global Scale

Th e crisis of the imperial state at the global level is a manifestation of 
the contradictions of the global economy, which in the early twenty-
fi rst century has reached a critical stage in its development. Th e massive 
fl ow of US transnational investment throughout the world, especially 
in Western Europe, Japan, and other advanced capitalist regions, has 
led to the post World War II reemergence of interimperialist rivalry 
among the major capitalist powers, while fostering alternate cycles of 
cooperation and confl ict in the scramble for the peripheral regions 
of the global capitalist system—Latin America, Asia, Africa, and the 
Middle East (Hart, 1992; Falk, 1999; Halliday, 2001).

With the integration of the economies of Western Europe into the 
European Union (EU), the postwar emergence of Japan as a powerful 
economic force, and the more recent rise of China to global promi-
nence, the position of the United States has declined relative to both 
its own postwar supremacy in the 1940s and 1950s and to other 
advanced capitalist economies since that time. Despite the fact that 
US capital continues to control the biggest share of overseas markets 
and accounts for the largest volume of international investments, its 
hold on the global economy has recently begun to slip in a manner 
similar to Britain’s in the early twentieth century. Th is has, in turn, led 
the US state to take a more aggressive role in foreign policy to protect 
US transnational interests abroad. Its massive deployment in the 
Middle East in the early 1990s, which led to the Persian Gulf War of 
1991, and most recently its intervention in Afghanistan in 2001 and 
invasion of Iraq in 2003, has resulted in great military expenditures 
and translated into an enormous burden on working people of the 
United States, who have come to shoulder the colossal cost of main-
taining a global empire whose vast military machine encompasses the 
world (Beams, 1998).

In the current phase of the crisis of the US imperial state, the prob-
lems it faces are of such magnitude that they threaten the very exis-
tence of the global capitalist system. Internal economic and budgetary 
problems have been compounded by ever-growing military spend-
ing propped up by armed intervention in the Th ird World, while a 
declining economic base at home manifested in the housing and bank-
ing crisis, and a recessionary economy is further complicated by the 
global rivalry between the major capitalist powers that is not always 
restricted to the economic fi eld, but has political (and even military) 
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implications that are global in magnitude (Beams, 2005; Panitch and 
Leys, 2003).

Th e growing prospects of interimperialist rivalry between the major 
capitalist powers, backed up by their states, are eff ecting changes in 
their relations that render the global political economy an increasingly 
unstable character. Competition between the United States, Japan, 
and European imperial states representing the interests of their own 
respective capitalist classes are leading them on a collision course for 
world supremacy, manifested in struggles for markets, raw materials, 
and spheres of infl uence in geopolitical—as well as economic—terms, 
which may in fact lead to a new balance of forces, and consequently 
alliances that will have serious political implications in global power 
politics. As the continuing economic ascendance of the major capitalist 
rivals of the United States take their prominent position in the global 
economy, pressures will build toward the politicization and militariza-
tion of these states from within, where the leading class forces bent on 
dominating the world economy will press forward with the necessary 
political and military corollary of their growing economic power in the 
global capitalist system (Hart, 1992; Falk, 1999).

Th ese developments in global economic and geopolitical shift s in the 
balance of forces among the major capitalist powers will bring to the 
fore new and yet untested international alliances for world supremacy 
and domination in the post Cold War era. Such alliances will bring 
key powers like Russia and China into play in a new and complicated 
relationship that holds the key for the success or failure of the new 
rising imperial centres that will emerge as the decisive forces in the 
global economic, political, and military equation in the early twenty-
fi rst century (Halliday, 2001).

Th e contradictions and confl icts imbedded in relations between 
the rival states of the major capitalist powers will again surface as an 
important component of international relations in the years ahead. 
And these are part and parcel of the restructuring of the international 
division of labour and the transfer of production to overseas territories 
in line with the globalization of capital on a worldwide basis—a process 
that has serious consequences for the economies of both the advanced 
capitalist and less developed capitalist countries. Economic decline in 
the imperial centres (manifested in plant closings, unemployment, and 
recession) and superexploitation of workers in the Th ird World (main-
tained by repressive regimes) yield the same combined result that has a 
singular global logic: the accumulation of transnational profi ts for the 
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capitalist class of the advanced capitalist states—above all, that of the 
US, the current centre of global capitalism. It is in this context of the 
changes that are taking place on a world scale that the imperial state is 
beginning to confront the current crisis of global capitalism.

Globalization, Class Struggle, and Social Transformation

With the spread of capitalism and capitalist class relations around 
the world, capital has eff ected transformations in the class structure 
of societies with which it has come into contact. As a result, the class 
contradictions of global capitalism have become the primary source 
of class confl ict and class struggle throughout the world (Berberoglu, 
2009).

Th e development of capitalism over the past hundred years formed 
and transformed capitalist society on a global scale. Th is transforma-
tion came about through the restructuring of the international division 
of labour prompted by the export of capital and transfer of production 
to cheap labour areas abroad. Th is, in turn, led to the intensifi cation 
of the exploitation of labour through expanded production and repro-
duction of surplus value and profi ts by further accumulation of capital 
and the reproduction of capitalist relations of production on a world 
scale. A major consequence of this process is the increased polariza-
tion of wealth and income between labour and capital at the national 
and global levels, and growth in numbers of the poor and margin-
alized segments of the population throughout the world. Th ese and 
other related contradictions of global capitalism defi ne the parameters 
of neoliberal capitalist globalization and provide us the framework of 
discussion and debate on the nature and dynamics of globalization in 
the world today (Veltmeyer, 2008).

Th e widening gap between the accumulated wealth of the capitalist 
class and the declining incomes of workers has sharpened the class 
struggle in a new political direction, which has brought the advanced 
capitalist state to the centre stage of the confl ict between labour and 
capital and revealed its ties to the monopolies. Th is has undermined 
the legitimacy of the capitalist state, such that the struggles of the work-
ing class and the masses in general are becoming directed not merely 
against capital, but against the state itself (Beams, 1998). Th is trans-
formation of the workers’ struggle from the economic to the political 
sphere is bound to set the stage for protracted struggles in the period 
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ahead—struggles that would facilitate the development of a much 
more politicized international labour movement. Th e globalization of 
capital is thus bound to accelerate the politicization of the working 
class and lead to the building of a solid foundation for international 
solidarity of workers on a world scale that is directed against global 
capitalism and the advanced capitalist state on a world scale (Bina and 
Davis, 2002; Howard, 2005; Stevis and Boswell, 2008).

Th e relationship between the owners of the transnational corpora-
tions-the global capitalist class—and the imperial state, and the role and 
functions of this state, including the use of military force to advance 
the interests of the capitalist class, thus reveals the class nature of the 
imperial state and the class logic of neoliberal globalization today 
(Warren, 1980; Szymanski, 1981; Berberoglu, 1987, 2001, 2009). But 
this logic is more pervasive and is based on a more fundamental class 
relation between labour and capital that now operates on a global level 
(that is, a relation based on exploitation). Th us, in the age of capital-
ist globalization, social classes and class struggles are a product of the 
logic of the global capitalist system based on the exploitation of labour 
worldwide (Petras, 1978; Berberoglu, 1994).

Capitalist expansion on a world scale at this stage of the globaliza-
tion of capital and capitalist production has brought with it the global-
ization of the production process and the exploitation of wage labour 
on a world scale. With the intensifi ed exploitation of the working class 
at super-low wages in repressive neocolonial societies throughout the 
world, the transnational corporations of the leading capitalist coun-
tries have come to amass great fortunes that they have used to build 
up a global empire through the powers of the imperial state, which 
has not hesitated to use its military force to protect and advance the 
interests of capital in every corner of the globe. It is in this context 
that we see the coalescence of the interests of the global economy and 
empire as manifested in control of cheap labour, new markets, and 
vital sources of raw materials, such as oil, and the intervention of the 
capitalist state to protect these when their continued supply to the 
imperial centre are threatened.

Lenin, in his book Imperialism: Th e Highest Stage of Capitalism, 
pointed out that capitalism in its highest and most mature monopoly 
stage has spread to every corner of the world and thus has planted the 
seeds of its own contradictions everywhere (Lenin [1917] 1975). It is in 
this context of the developing worldwide contradictions of advanced, 
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monopoly capitalism that Lenin pointed out, ‘[I]mperialism is the 
eve of the social revolution of the proletariat . . . on a worldwide scale’ 
(Lenin [1917] 1975: 640).

In considering the emerging class struggles throughout the globe, 
the question that one now confronts is thus a political one. Given what 
we know of neoliberal globalization and its class contradictions on 
a world scale, how will the peoples’ movements respond to it politi-
cally worldwide? What strategy and tactics will be adopted to con-
front this colossal force? It is important to think about these questions 
concretely, in a practical way—one that involves careful analysis and 
organized political action.

Understanding the necessity of mobilizing labour and the impor-
tance of political leadership in this struggle, radical labour organi-
zations have in fact taken steps emphasizing the importance for the 
working class to mobilize its ranks and take united action to wage 
battle against capitalist globalization (Waterman, 1998; Munck, 2002; 
Stevis and Boswell, 2008).

Strikes, demonstrations, and mass protests initiated by workers and 
other popular forces have become frequent in a growing number of 
countries controlled by the transnationals in recent years. Working 
people are rising up against the local ruling classes, the state, and the 
transnational monopolies that have together eff ected the superexploi-
tation of labour for decades. Various forms of struggle are now under-
way in many countries under the grip of transnational capital (Polet, 
2007; Stevis and Boswell, 2008; Berberoglu, 2009).

Th e logic of transnational capitalist expansion on a global scale is 
such that it leads to the emergence and development of forces that are 
in confl ict with this expansion. Th e working class has been in the fore-
front of these forces. Armed insurrection, civil war, and revolutionary 
upheavals are all a response to the repression imposed on working 
people by global capitalism and its client states throughout the world. 
Together, these struggles have been eff ective in frustrating the eff orts 
of global capital to expand and dominate the world, while at the same 
time building the basis of an international working-class movement 
that fi nally overcomes national, ethnic, cultural, and linguistic bound-
aries that artifi cially separate the workers in their fi ght against global 
capitalism. In this sense, labour internationalism (or the political alli-
ance of workers across national boundaries in their struggle against 
global capitalism) is increasingly being seen as a political weapon that 
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would serve as a unifying force in labour’s frontal attack on capital 
in the early twenty-fi rst century (Beams, 1998; Fishman, Scott, and 
Modupe, 2005).2

Th e solidarity achieved through this process has helped expand the 
strength of the international working class and increased its determi-
nation to defeat all vestiges of global capitalism throughout the world, 
and build a new egalitarian social order that advances the interests of 
working people and ultimately all of humanity.

Global capitalism today represents a dual, contradictory devel-
opment whose dialectical resolution will be an outcome of its very 
nature—a product of its growth and expansion across time and space 
within the confi nes of a structure that promotes its own destruction 
and demise. However, while the process itself is a self-destructing one, 
it is important to understand that the nature of the class struggle that 
these contradictions generate is such that the critical factor that tips 
the balance of class forces in favour of the working class to win state 
power is political organization, the building of class alliances among 
the oppressed and exploited classes, the development of strong and 
theoretically well-informed revolutionary leadership that is organically 
linked to the working class, and a clear understanding of the forces at 
work in the class struggle, including especially the role of the state and 
its military and police apparatus—the focal point of the struggle for 
state power (Szymanski, 1978; Knapp and Spector, 1991; Berberoglu, 
2001; Stevis and Boswell, 2008). Th e success of the working class and 
its revolutionary leadership in confronting the power of the capitalist 
state thus becomes the critical element ensuring that once captured, 
the state can become an instrument that the workers can use to estab-
lish their rule and in the process transform society and the state itself 
to promote labour’s interests in line with its vision for a new society 
free of exploitation and oppression, one based on the rule of the work-
ing class and the labouring masses in general.

2 Th e necessity of the struggle against global capital in an organized political fash-
ion has been emphasized by working-class organizations and this has led to several 
successful revolutions during the twentieth century. Th roughout this period, working 
class organizations have emphasized the centrality of international working class soli-
darity (or proletarian internationalism) for any worldwide eff ort to wage a successful 
battle against global capitalism.
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Conclusion

I have outlined the class contradictions of neoliberal globalization/
imperialism, the crisis of the global economy and the imperial state, 
the emergent forms of class struggle and the prospects for the trans-
formation of global capitalism in the twenty-fi rst century. I discussed 
these within the context of the globalization of capital in the twentieth 
century and mapped out the political implications of this process for 
the future course of development and transformation of capitalism on 
a global scale.

Our understanding of the necessity for the transformation of global 
capitalism, which is political in nature, demands a clear and concise 
analysis of its contradictions in late twentieth—and early twenty-fi rst-
century form, so that this knowledge can be put to use to facilitate 
the class struggle in a revolutionary direction. In this context, one will 
want to know not only the extent and depth of global capitalist expan-
sion, but also its base of support, its linkage to the major institutions 
of capitalist society (above all the state, but also other religious, cul-
tural, and social institutions), the extent of its ideological hegemony 
and control over mass consciousness, and other aspects of social, eco-
nomic, political, and ideological domination. Moreover—and this is 
the most important point—one must study its weaknesses, its problem 
areas, its vulnerabilities, its weak links, and the various dimensions of 
its crisis—especially those that aff ect its continued reproduction and 
survival. Armed with this knowledge, one would be better equipped to 
confront capital and the capitalist state in the struggle for the transfor-
mation of global capitalism in this century.





CHAPTER SEVEN

THE MIGRATIONDEVELOPMENT NEXUS: 
A MARXIST CLASS PERSPECTIVE

Raúl Delgado Wise

Led by the World Bank and the Inter-American Development Bank 
(IDB), most international organizations and governments have been 
pursuing a political agenda in the area of migration and development. 
Th ey posit that remittances sent home by migrants can promote local, 
regional and national development in the countries of origin. By 
extension, remittances are seen as an indispensable source of foreign 
exchange that provides macroeconomic stability and alleviates the rav-
ages caused by insidious problems such as poverty. Th is view is sup-
ported by the growing importance of remittances as a source of foreign 
exchange and subsistence income for many households in underde-
veloped countries. Th e United Nations Development Programmeme 
has estimated that 500 million people (8% of the world’s population) 
receive remittances (UNDP, 2007). According to World Bank fi gures, 
remittances sent home by emigrants from underdeveloped countries 
rose from 85 billion US dollars in 2000 to 199 billion US dollars in 
2006. If unrecorded fl ows through informal channels are considered, 
this fi gure may increase recorded fl ows by 50% or more (World Bank, 
2006). Taking unrecorded fl ows into account, the overall amount of 
remittances surpassed foreign direct investment fl ows and more than 
doubled offi  cial aid received by Th ird World countries. In many cases 
remittances have become the largest and less volatile source of foreign 
exchange earnings.

Although, in a recent document, the World Bank’s position vis-à-vis
the relationship between remittances and migration has been more 
cautious (Lapper, 2006), it should be pointed out that the impact of 
the implementation of structural adjustment programmes as a key ele-
ment of the neoliberal policy promoted by the World Bank and the 
International Monetary Fund (IMF) is the root cause of the upsurge in 
South-North migration and remittances fl ows. Moreover, far from con-
tributing to the development of migrant-sending countries, structural
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adjustment programmes have reinforced the dynamics of underde-
velopment and transformed many countries in ‘people-exporting’ 
countries.

Th e great paradox of the migration-development agenda is that it 
leaves the principles that underpin neoliberal globalization—referring 
to the current phase of US imperialism—intact and does not aff ect the 
specifi c way in which neoliberal policies are applied in migrant-send-
ing countries (Delgado Wise and Marquez, 2007; Castles and Delgado 
Wise, 2007).

Th is chapter underscores the need for a theoretical approach based 
on a Marxist critique of the dominant perspectives regarding the 
migration-development nexus, taking into consideration James Petras’ 
insights and contributions regarding both, the nature of contempo-
rary US imperialism and his characterization, in this context, of labour 
migration as forced migration (a concept used by Marx in his analysis 
of the Irish question). From this perspective special attention is placed 
on: (a) the relationship between US imperialism and forced migra-
tion, and (b) the role of remittances, which are chiefl y assessed as a 
wage component embedded in a complex set of transnational social 
relations and used for the subsistence of a surplus population that is 
forced to enter cross-border job markets under conditions of labour 
precarization and social exclusion.

Most of the studies that address the relationship between migration 
and development tend to view the relationship from a unidirectional 
and decontextualized perspective, as if migration were an independent 
variable and development possibilities were subject to and depended 
exclusively on the resources and initiatives of migrants. Nevertheless, 
given the analytical complexity of this relationship it is necessary to 
come up with an alternative approach that does not centre on the phe-
nomenon of migration but focuses on the macro-processes of under-
development and development in the broader context of contemporary 
capitalism or, more specifi cally, what Petras (2007: 40) characterizes as 
‘the imperialist-centreed model of capitalist accumulation’.

Departing from the above considerations, this chapter is divided in 
two main sections and includes a brief section of concluding remarks. 
Th e fi rst section off ers an analytical framework for understanding the 
relationship between migration and development rooted in Marxism. 
Th e second one shows the interpretive capabilities of the proposed 
approach when applied to the analysis of Mexico’s asymmetrical and 
subordinated regional integration process with the US.
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A Marxist Approach for Analyzing the Development-Migration Nexus

As Petras points out, ‘all the orthodox explanations of international 
migration fail to examine the social structure of the political economy 
of the ‘people-exporting’ countries and ‘people-importing’ countries. 
To that end, he adds, “it is obligatory to put forth an economic model 
which encompasses the historical relations between the imperialist 
nations and semi-colonies of the Th ird World” (Petras, 2007: 40).

From this perspective and considering some of the basic charac-
teristics of contemporary capitalism (the Imperialist-Centred Model 
of Capitalist accumulation in Petras’ terms), it is possible to identify 
at least four critical aspects of the dialectical process underlying the 
development-migration relation:

1. Current capital restructuring-as a manifestation of the dominant 
imperialist project-operates as a catalyst for forced migration from 
peripheral to developed countries. In this context, core-developed 
countries led by the US-EU employ a geopolitical-imperialist strategy 
of economic restructuring that internationalizes productive, commer-
cial, and fi nancial capital at the same time that it allows the major 
developed countries and its elites to appropriate the natural resources, 
economic surplus, and cheap workforce of underdeveloped nations. 
Th e relations maintained between ‘people-importing’ countries and 
peripheral and postcolonial nations exacerbate the latter’s conditions 
of underdevelopment. Underdeveloped countries fi nd themselves with 
massive population reserves (and, therefore, a large volume of surplus 
population, well beyond the conventional formulation of the reserve 
army of the unemployed), members of which are unable to fi nd decent 
working conditions in their countries of origin for ensuring personal 
and family reproduction. Th is is the direct result of reduced accumula-
tion processes derived from their asymmetrical relations with devel-
oped nations (an unequal exchange that translates into diverse forms 
of surplus transfer).

Petras refers to this impact in the following terms: “Th e destructur-
ing of labour (delinking the development of industry and infrastruc-
ture from the local population) and the relocation of profi ts to the 
receiving country creates a mass permanent surplus labour population 
in the dominated country. Th e imperialist-centreed model of capitalist 
accumulation (ICMCA) further weakens the employment generating 
potentialities of the dominated ‘people-exporting’ countries by cap-
turing local savings—they do not ‘risk’ their own capital. Local banks 
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prefer to lend to large foreign MNCs because they believe there is less 
risk than lending to local manufacturers, farmers or service enterprises. 
By ‘crowding out’ local borrowers from the credit market and forc-
ing them to borrow at higher rates in the informal credit market, the 
MNCs increase the local bankruptcy rates among the locally owned, 
labour-intensive enterprises’ (Petras, 2007: 41).

Th e above conditions are not socially sustainable and lead to forced 
migration, which we understand as population movements occasioned 
by the lack of proper living and working conditions, or life-threaten-
ing political or social confl icts. It also implies locating migrants ‘at 
the bottom of the social and economic class hierarchy in the receiv-
ing country’, where they are ‘exposed to discrimination additional to 
that related to poverty—disparagement of their culture and ethni-
city . . . [and moreover] cheated in their salaries, subject to a kind of 
perpetual debt peonage, or abuse by employers of the lack of the sender 
country protection or local trade union solidarity’ (Petras, 2007: 50).

Forced migration can result in substantial population loss for 
countries of origin, sometimes even leading to relative or absolute 
depopulation. Th e loss of qualifi ed and unqualifi ed workforce is also 
associated with the abandonment of productive activities and the loss 
of potential wealth.

2. Exploitation of migrant labour contributes to socioeconomic dyna-
mism and to the concentration and centralization of capital in core-
developed countries. Developed-imperialist nations demand large 
quantities of qualifi ed and unqualifi ed workforce; in some cases, 
this human merchandise is rendered increasingly vulnerable and is 
additionally devalued by the regulation of migration imposed by the 
imperial country. First, this ongoing demand results from developed 
nations’ increased accumulation capacity, which is derived from the 
transference of resources and surpluses from underdeveloped coun-
tries. Secondly, it is the consequence of processes of demographic 
transition and an ageing population. Immigrants contribute to an 
overall cheapening of the workforce since they tend to be employed 
in work-intensive areas of production where they rescue or substi-
tute a national workforce that tends to earn higher wages and benefi ts. 
Although the qualifi ed immigrant workforce belongs to an elite sector 
it is still comparatively cheap, as an immigrant’s salary is lower than 
that of a national citizen employed in the same position. In the case 
of both qualifi ed and unqualifi ed migrants the receiving country reaps 
substantial benefi ts, having invested nothing in the formation of the 
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human capital it now enjoys. In this regard Petras posits that “[t]he 
imperial state regulates the infl ow of and restrictions on labour immi-
gration”. For one thing, “it determines the scope (how many immi-
grants), the timing (when more or less immigrants can enter and when 
they will be expelled), the ‘quality’ of the immigrants (skill level and 
specifi c categories of professionals) and laws governing the longevity 
of the immigrants’ work permits” (Petras, 2007: 42). For another, “the 
imperial state decides on the penalties for illegal entry and on repatria-
tion and whether to bring criminal charges. Immigration policies of 
the imperial state are directly linked to the business cycle, to the tight-
ness of the labour market and to the social strategies of the capitalist 
class” (ibid.).

Moreover, Petras adds, “[i]mmigration policies have served the cap-
italist class by creating a reserve army of cheap labour to lower wages, 
to undermine unionization and to fi ll ‘niches’ in the domestic labour 
market in low-paid, unhealthy work’. Equally signifi cant, ‘capitalists 
hire low wage immigrant workers to replace skilled and semi-skilled 
workers in higher paying jobs such as nurses, doctors, carpenters, 
plumbers, plasterers, painters, machinists, cooks, meat cutters and so 
on’ ” (ibid.).

Contrary to the argument of many ‘progressives’, Petras points 
out that ‘immigrant labour is used to downgrade existing high-pay-
ing jobs with expensive health and safety protections into low-paying 
degraded, unsafe and unhealthy work’. Th us the progressive argument 
that immigrants are mostly ‘unskilled’ cheap labour engaged in work 
that the local workers reject is partially false. ‘While the ‘fi rst and 
second waves’ of immigrants might have fi t that profi le during the 
1950s and 1980s, it is not the story today. Capital now imports skilled 
labour in information technology, home and offi  ce specialty repairs, 
and medicine-in order to lower the costs to the state, employers and 
affl  uent homeowners (Petras, 2007: 43).

Not only do immigrants provide static comparative advantages 
derived from a reduction in production costs: they also bring com-
parative dynamic ones through their participation in accelerated 
innovation processes. Overall, working immigrants and their families 
internally strengthen the receiving country’s market through con-
sumption. Even the so-called ‘nostalgia market’ entails the creation of 
consumer demand, which fortifi es internal economic activity. On the 
other hand, immigrants’ taxable contributions enrich the country’s fi s-
cal fund but do not translate into the kinds of social benefi ts enjoyed 
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by the national population, which denotes a criterion of social exclu-
sion. Immigrant workers also help pay for the current crisis faced by 
pension systems due to the massive retirement of the Baby Boomer 
generation.

Petras notes that the capitalist class imports immigrant labour to pay 
into the pension system for local retirees, thus keeping state expendi-
tures and thus taxes on the rich very low—counting on the immigrant 
worker never being able to benefi t from his pension contributions. 
In brief, “an open immigration policy lowers state expenditures, such 
as pension and health costs, allowing the imperial state to channel 
resources to subsidize agricultural interests and MNCs” (Petras, 2007: 
43–44). Moreover, he adds, “the high rates of profi ts, derived directly 
from employing immigrant labour and indirectly from the depressed 
wages and salaries of local workers, facilitate overseas expansion” 
(ibid.). Although these contributions counteract some of the eff ects 
brought about by the dismantling of the welfare state, they obviously 
do not constitute a long-term solution.1

1. Migrants help maintain precarious socioeconomic stability in their 
countries of origin. Migrants’ wage-based remittances contribute to the 
subsistence of family members in the country of origin.2 To a lesser 
extent, remittances also help fi nance small businesses in the subsis-
tence economy. Th e participative remittances collected by migrant 
organizations fi nance public works and social projects in the places 
of origin. In some cases this practice has become institutionalized: 
Mexico’s Programme Tres por Uno (Th ree for One) has been replicated 
in other countries. Migrants with savings or entrepreneurial plans use 
their money to fi nance micro-projects in their places of origin. Th e 
most important type of remittance is, however, the salary-based one 
employed for family subsistence, which means that the resources sent 
by migrants are rarely destined to processes of development and social 
transformation.

In a macroeconomic context, remittances serve neoliberal gov-
ernments that, not bothering to come up with actual development 
alternatives, use them as a source of foreign exchange income that 

1 Th e advance and development of migration dynamics have created a complex 
social transnational space that engages societies of origin and destination and serves as 
a dynamic fi eld of economic activity. Economic opportunities in this fi eld are usually 
seized by the large corporations of developed countries (Guarnizo 2003).  

2 For the diff erent types of remittance see Márquez Covarrubias (2006).
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sustains the country’s fragile macroeconomic stability. In some cases, 
remittances have even been used as a guarantee when incurring for-
eign debt. In the absence of any kind of project, migrants are now 
portrayed as the ‘heroes of development’, an utterly cynical move that 
renders them responsible for the promotion of said development while 
the state, opting for the conservative stance of minimal participation, 
is no longer held accountable.

Th e strategy of market regulation postulated by fundamentalist neo-
liberals lacks any sort of development plan that involves migrants as 
well as other social sectors and promotes processes of social transfor-
mation. In truth, underdeveloped ‘people-exporting’ countries fulfi ll a 
particular role as workforce reserves and their potential development 
is obstructed by increasingly reduced national elites, which are sub-
ordinated to the interests of governing circles in developed countries 
and, to a great extent, the interests of US capital.

Petras emphasizes this point by sustaining that “[t]he ICMCA is not 
simply an ‘imposition’ from the outside by the IMF and MNCs”. It is 
in large part “a model imposed from the inside by imperial hegemon-
ized economists whose higher education has been fi nanced by imperial 
foundations and institutions”. Th rough the ‘people-exporting coun-
tries’, Petras adds, “the local policy elites linked by business interests, 
bribes and ideology to the imperial countries, impose and implement 
the ICMCA”. Th us, “fi nancial and economic ministers, central bank-
ers, trade and agricultural offi  cials trained by and identifi ed with the 
ICMCA execute the neoliberal policies that are an integral part of the 
empire-centreed model” (Petras, 2007: 42).

2. Th e promotion of development as social transformation could cur-
tail forced migration. Globalization depicts migration as inevitable; we 
must endorse, both in theory and practice, the viability of alternative 
processes of development and do so on diff erent levels. We must fi rst 
redefi ne the asymmetrical terms that developed countries, aided by 
principles that have by now turned into fetishes (e.g. democracy, lib-
erty, and free trade), used for imperialist domination. Th is involves an 
exposé of imperialist practices, which have created oceans of inequality 
and condemned vast regions of the world to marginalization, poverty, 
social exclusion, and unfettered migration. Foreign investment (FI) 
has been a fundamental driving force in this regard. A genuine pro-
cess of social transformation involving the migrant and non-migrant 
sectors of society would not only seek to contain the overwhelming 
fl ow of forced migration but also revert the ongoing processes of social 
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degradation that characterize underdevelopment and even pose a 
threat to human existence (Harvey, 2007; Bello, 2006).

As an alternative to the current phase of imperialist domination, 
Petras argues in favour of a Worker-Engineer Public Control model 
(WEPC) based on six main principles: tax revenues versus tax evasions; 
profi t remittances and privileged salaries versus social investment; 
high reinvestment ratios versus capital fl ight; long term investment in 
research and development versus speculative investment; social wel-
fare versus capitalist privileges; and fi xed capital/mobile labour versus 
mobile capital/fi xed labour (Petras, 2007: 234–235).

Th is model provides an alternative approach that maximizes 
national and working-class interests: ‘it has potential drawbacks and 
internal contradictions, which require constant refl ection, deliberation, 
debate and reforms’ (Petras, 2007: 237). Nonetheless, ‘the model pro-
vides the surest and most direct road to development with democracy, 
social justice and national independence. Th e success of the WEPC 
model, its introduction and sustainability, does not depend merely 
on its socioeconomic viability but also on appropriate and supporting 
national security and cultural policies and institutions (Petras, 2007: 
237–238).

Following the above considerations, an approach based on a Marxist 
critique of the World Bank’s views regarding the migration-develop-
ment nexus, would posit that international migration is an element of 
the current imperialist project led by the US and that the migration 
phenomenon has to be examined in this context in order to reveal its 
root causes and eff ects. In order to approach migration’s cause-and-
eff ect relationships with development and examine specifi c moments 
in the dialectic interaction between development and migration, the 
following issues must be addressed:3

1. Strategic practices. Th ese refer to the confrontation between dif-
ferent projects that espouse diverging class interests, which in turn 
underlie the structures of contemporary capitalism and its inherent 
development problems. Th ere are currently two major projects. Th e 
hegemonic one is promoted by the large MNCs, the governments of 
developed countries led by US imperialism, and allied elites in under-

3 For our analytical purposes we adopt Petras and Veltmeyer’s (2001) approach for 
understanding the nature of contemporary capitalism and  unmasking  the notion of 
globalization by considering, following Marx’s method, two critical and interrelated 
analytical dimensions: strategic and structural.  
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developed nations, all under the umbrella of international organiza-
tions commanded by the US government, like the IMF and the World 
Bank. Th e project’s loss of legitimacy under the aegis of neoliberal glo-
balization means that, nowadays, rather than writing of hegemony we 
can use the term ‘domination’. Th e implementation of this imperialist 
project is not the result of consensus but rather military force and the 
fi nancial imposition of macroeconomic ‘structural reform’ along the 
lines of the Washington—or Post-Washington Consensus.

Th e second alternative project consists of the sociopolitical actions 
of a range of social classes and movements as well as collective sub-
jects and agents, including migrant associations that endorse a politi-
cal project designed to transform the structural dynamics and political 
and institutional environments which bar the implementation of alter-
native development strategies on the global, regional, national and 
local levels.

2. Structural dynamics. Th ese refer to the uneven development pro-
cesses driven by the dynamics of US imperialism on several planes 
and levels. Th is includes the fi nancial, commercial, productive, and 
labour market spheres, as well as technological innovation (a strate-
gic form of control) and the use and allotment of natural resources 
and environmental impacts. Th ese factors condition the ways in which 
(i) developed; (ii) developed and underdeveloped (including ‘people-
importing’ and ‘people exporting’ nations); and (iii) underdeveloped, 
peripheral or postcolonial countries relate to each other. Th ey also 
determine the fi elds in which interactions between sectors, groups, 
movements, and social classes take place, within and across national 
borders. All of this entails diff erent—albeit interrelated—dynamics at 
the global, regional, national and local levels.

Th e Dialectic of Development and Migration in Mexico and the US

Since the late 1970s, the US has promoted the implementation of neo-
liberal structural adjustment policies in Latin American, which have 
been carried out by several international organizations in tandem with 
the Latin American elites and national governments. In accordance 
with new models of regional integration, these policies focused on 
exports.

Th e export-led Mexican economic model and the particular mode 
of regional integration determined by the North American Free Trade 
Agreement (NAFTA) are the result of strategic policies implemented 
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by agents of large transnational corporations and the US government 
under the umbrella of the international organizations at their service: 
the World Bank and IMF. In fact, as has been amply documented, 
NAFTA itself was created and implemented by a sector of the US 
political class allied to the large transnational corporations and their 
counterparts in Canada and Mexico (Cypher, 1993; Faux, 2006). In the 
case of the latter, the government and a sector of the Mexican busi-
ness elite led by the Consejo Coordinador Empresarial (Enterpreneurial 
Council ), which is linked to the Comisión de Organismos Empresariales 
de Comercio Exterior (Commission of Entrepreneurial External 
Commerce Organizations) participated actively in this process (Puga, 
2004; Cypher and Delgado Wise, 2007).

Mexico soon became Latin America’s major exporter and the 
world’s thirteenth. Th is ‘achievement’ was irresponsibly and super-
fi cially attributed to the successful implementation of the neoliberal 
economic reforms (i.e. the structural adjustment programmes). At fi rst 
glance, 90% of its export platform was comprised of manufactured 
products, 39.4% of which was classifi ed as ‘technical progress-diff using 
goods’ (CEPAL, 2002). Th is stance can create an optical illusion, and 
an examination of the subject becomes necessary: what is it that the 
country really exports?

Th e Basis for Mexico’s Cheap Labour Export-Led Model

Th e way in which Mexico entered the orbit of US capitalism under 
neoliberalism, and particularly in the context of NAFTA, plays a fun-
damental role in the understanding of the model of ‘development’ 
adopted in the country. As has been documented elsewhere and con-
trary to what Mexico’s progress along the secondary-exporting path 
would indicate (i.e. the establishment of a successful model of manu-
factured exports), the country’s export-led model is based on cheap 
labour (Delgado Wise and Márquez, 2005; Delgado Wise and Cypher, 
2005). Th is model, which, as a component of its renovated imperial-
ist architecture, is crucial to the US productive restructuring process, 
comprises three inter-related mechanisms that, taken together, indi-
cate the asymmetrical and subordinated integration of the country’s 
economy into that of the US:

1. Th e maquiladora industry, made up of assembly plants and involv-
ing a strategy of productive relocation led by large US corporations in 
order to take advantage of low labour costs in Mexico. Th e result is 
that the nation experiences a very low level of integration with the 
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domestic economy and, in addition, is subject to a further dismantling 
of its productive apparatus.

2. Disguised maquila, or manufacturing plants with productive pro-
cesses that are more complex than maquila assembly operations but 
operate under the same temporary import regime as maquiladoras 
(e.g. the automobile and electronics sectors).

It should be noted here that maquilla and disguised maquilla 
share two characteristics: (i) they are practically devoid of productive 
upstream and downstream links to the rest of the national produc-
tion apparatus, and (ii) they are subject to intense processes of labour 
precarization. Maquillas issue wages that are around 1/10 of those in 
the US, while the diff erence in disguised maquilla is 1/7. Due to their 
high levels of imported components (between 80 and 90% of the total 
export value), their contribution to the Mexican economy is basically 
restricted to the wage earnings; in other words, the value of the labour 
incorporated into the exports. Th is means that the country is engag-
ing in the indirect exportation of labour, or a transfer of the workforce 
that does not require workers to leave the country (Tello, 1996). Th is 
is a crucial conceptual element that demystifi es the purported success 
of Mexican manufacture exports and reveals retrograde movement in 
the export platform.

Although Petras does not use the notion of the indirect exportation 
of labour he has been aware of the implications of this aspect of the 
process of industrial restructuring. When discussing the implications 
of foreign direct investment (FI), he notes that ‘since the 1990s, FI has 
increasingly looked toward outsourcing skilled jobs to low-wages/sal-
ary regions’. Th is, he notes, ‘requires state promotion of an educated 
low-paid work force and fi nancing of local business elites to act as 
recruiters and point men for the FI’. Overseas relocation (both the 
reality and the threat of it) is a common policy for lowering wages, 
pensions, health benefi ts and job security in the imperial countries. 
Foreign investors, he notes, benefi t from both ends: ‘exploiting skilled 
and unskilled labour in assembly plants and manufacturing industries 
in Latin America while reducing labour costs within the US’. Th us, 
the MNCs play one against the other and secure labour-related incen-
tives in both. ‘Th e net eff ect is to increase profi tability by squeezing 
out greater productivity per worker at lower costs, expanding market 
shares and creating lucrative export platforms to sell back into the 
home market’ (Petras, 2007: 216).
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3. Labour migration, which involves the mass exodus of Mexicans 
to the US as a result of the constrained size and precarization of the 
Mexican formal labour market and the process of neoliberal regional 
integration.

If we add indirect labour exports to the direct exportation of the 
workforce through labour migration, the true makeup of Mexico’s 
exports is revealed. Th is is why we characterize the current model of 
export growth as the cheap labour export-led model.

Th e New Migration Dynamics

Under de labour export-led model migration from Mexico to the US 
has experienced an exponential growth during the past two and a 
half decades. Th is growth was accentuated by the implementation of 
NAFTA, which turned Mexico into the world’s major migrant sender 
to the US. Th e sheer dimensions of the migration phenomenon speak 
for themselves: in 2007, the US population of Mexican origin—includ-
ing Mexican-born documented and undocumented migrants (12 mil-
lion) as well as US citizens of Mexican ascendancy—was estimated at 
30 million people. It is the world’s largest diaspora to be established 
in a single country. According to the UN (2006) estimates, during the 
1990–1995 period, Mexico was the country with the largest annual 
number of emigrants (a total of 400,000 people vis-à-vis 390,000 from 
China and 280,000 from India). Between 2000 and 2005, the Mexican 
annual exodus rose to 560,000. Th e country has consequently expe-
rienced an exponential growth in remittances and, along with India, 
is the world’s major recipient (IFAD, 2007). In 2007, the amount of 
remittances received by Mexico amounted to 24 billion US dollars 
(Banco de México, 2008).

Practically all of Mexico’s territory shows incidence of international 
migration. In 2000, 96.2% of national municipalities experienced 
some type of migration-related activity. Th is territorial expansion 
has resulted in the emergence of new migration circuits (historical, 
indigenous-traditional, emerging, etc.) with particular dynamics and 
problems (Zúñiga, 2004). At the same time, even though the Mexican 
immigrant population in the US is still concentrated in a handful of 
states, in the last two decades it has expanded throughout most of the 
national territory. Migration circuits have also expanded to the east-
ern and central-northern areas (Zúñiga and Hernández-León, 2005), 
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where some of the most dynamic centres of industrial restructuring 
are located (Champlin and Hake, 2006).

In 2005, 39% of the population aged 15 years and older born in 
Mexico and residing in the US had a level of education higher than 
a basic high-school diploma (Giorguli, Gaspar and Leite, 2007). In 
contrast, the average fi gure for Mexico is 33.2%, which means that 
in general terms and in contrast to what is commonly believed more 
qualifi ed workers are leaving than remaining in the country. In other 
words, there is a clear selective trend, in line with the underlying ratio-
nale behind international migration. It should also be noted, however, 
that in comparison to other immigrant groups in the US, the Mexican 
contingent is the one with the lowest average levels of schooling. Th at 
situation does not attenuate the problem; on the contrary, it highlights 
the serious educational shortcomings that still exist in the country and 
that have been heightened with the adoption of neoliberal policies 
(OECD, 2005).

One high-profi le form of labour migration that does not fall in with 
the stereotypes involves Mexican residents in the US with university 
degrees or postgraduate qualifi cations. Th is fi gure totals slightly more 
than 590,000 individuals born (CONAPO, 2008), indicating that the 
‘brain drain’ has become a signifi cant problem. Th us, under Mexico’s 
prevailing maquilladora-based model there is very limited demand for 
qualifi ed workers and practically no demand for scientifi c and techno-
logical knowledge, which leads to a hemorrhaging of highly qualifi ed 
human resources.

Th ese changes have been accompanied by transformations in the 
migration patterns, which have moved from circular to established 
migration and show increased participation on the part of women 
and complete families (Delgado Wise, Márquez and Rodríguez, 2004). 
Even though the evolution of migration fl ows oft en leads to estab-
lished migration, in this case the tendency has been accompanied by a 
unilateral closing of the border that, in contravention of its goals, has 
not contained the exodus; rather, given the return risks and diffi  cul-
ties, it has encouraged new migrants to prolong their stay indefi nitely. 
Th ese changes and Mexico’s decreasing birth rate have resulted in a 
worrisome and growing tendency toward depopulation: between 2000 
and 2005, one in every two municipalities, had a negative growth rate 
(CONAPO, 2008).



184 raúl delgado wise

Given the hemispheric extension of the economic political inte-
gration promoted by the US government, Mexico has also become a 
transit country and must address the concomitant problems. In 2004, 
nearly 400 thousand people moved through the Mexican southern 
border; most of them were Central American undocumented migrants 
(INM, 2005).

Th e Implications and Paradoxes of Regional Integration under NAFTA

It is evident that the promises made by the promoters of regional inte-
gration under NAFTA only benefi ted a small segment of the Mexican 
and US elites, particularly the latter. Th is reveals the policy’s true pur-
pose and explains why its supporters continue to brag about the success 
of the restructuring strategy and the regional integration scheme.

Th e following is a brief summary of the eff ects this process has 
had on the Mexican economy and society, which have been the most 
aff ected:

1. Th e generation of disaccumulation processes in the Mexican econ-
omy. Th e indirect export of labour force via the maquilla and disguised 
maquilla industries implies a transfer of net profi ts to the US economy. 
Th is constitutes a new mode of uneven exchange that is even more 
acute that those examined in the structuralist and dependency theories 
previously endorsed by the Economic Commission for Latin America 
and the Caribbean (ECLAC).

2. Th e loss of a labourforce whose formation costs fall on the national 
economy. Mexican labour migration represents a drain of valuable 
human resources which, in turn, leads to the neglect of productive 
activities, constitutes a waste of resources spent on the formation of 
the emigrating labourforce, and, to an extent, the displacement of rela-
tively qualifi ed workforce. It also implies the transference of the repro-
duction costs of this labour from Mexico to the US, which according 
our own estimations—based on offi  cial information—amounted 356 
billion US dollars considering the population born in Mexico and 
residing in the US in 2006.

Regarding this point Petras underlines that “almost all the costs 
of raising workers from childhood—educational, training and health 
costs—are borne by the sender country”. Th is means on average “at 
least 25 years investment amounting to billions of dollars in expen-
ditures by sender countries without receiving the benefi ts of the pro-
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ductive years, which take place in the receiver country, and facing 
the possibility of the return tapped-out workers once their usefulness 
has been exhausted”. In other words, “hundreds of billions of dol-
lars in value added labour accrues to the overseas capitalist class and 
the state receives the tax revenues. What is remitted by the immi-
grants to their families is a small percentage of the value produced” 
(Petras, 2007: 49).

Furthermore, “the overseas migration deprives the nation of its most 
innovative, skillful and ambitious workers who provide the basis for 
creating a diversifi ed economy based on industry and services”. What 
remains ‘is a client state dependent on agro-mineral exports, tourism 
and of course immigrant remittance (ibid.).

3. Th e dismantling of a substantial part of the Mexican production 
apparatus. Economic regional integration and the implementation of 
the current export model have contributed to the progressive disman-
tling of the internally-focused production apparatus, which plays an 
irrelevant role in the neoliberal agenda. Th ere is evidence that at least 
40 production chains in the in the small—and medium-sized business 
sector have been destroyed aft er the implacable reorientation of the 
economy toward the external market (Cadena, 2005).

4. Th e reduction and precarization of formal employment. Neoliberal 
policies have failed to create high quality formal employment; rather, 
they have destroyed employment sources and increased precarization 
and fl exibilization in the current formal job market. In the absence 
of benefi ts such as unemployment insurance, the informal sector is 
a source of precarious subsistence for large sectors of the population 
who have been excluded from the formal job market. Th e informal 
employment sector comprises a large population that lives at a sub-
sistence level and serves as a labour reserve that further depreciates 
labour costs both in Mexico and the US. Paradoxically, the informal 
sector (a sort of safety net for Mexican labour market) and migrant 
remittances have breathed artifi cial life into a development model that 
exacerbates social inequalities and damages the country’s productive 
activities.

To conclude this section, it is worth mentioning that the labour 
export-led model—as expression of the dialectic relationship between 
migration and development within the Mexico-US context—involves 
two paradoxes:
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1. Economic integration under NAFTA does not promote the develop-
ment convergence between Mexico and the US. Rather, it has contrib-
uted to the expansion and deepening of asymmetries between the two 
nations. While, in 1994, the US per capita GDP was 2.6 times higher 
than the Mexican one, in 2004 the gap had grown to 2.9. In 1994, US 
manufacturing wages were 5.7 times higher than in Mexico; in 2004 
the diff erence was 6.8. Paradoxically, this growing income gap does 
not mirror productivity levels, which have declined. In fact, Mexico 
has shown more productivity in certain sectors, particularly those 
related to the labour export-led model.

2. Economic integration has not encouraged the creation of job 
opportunities in Mexico. Rather, it has become a motor of direct labour 
force exporting and increased socioeconomic dependence on remit-
tances. According to offi  cial data, remittance reception in Mexico has 
increased thirtyfold. On a macroeconomic level, remittances are the 
second source of foreign currency and the one with the most consis-
tent growth rate given the relative loss of importance of other sources 
of external fi nancing (e.g. foreign direct investment, or FI, and manu-
factured exports). On a microeconomic level, remittances support 
family consumption and ensure the subsistence of 1.6 million homes 
(CONAPO, 2008). To a lesser extent, they serve to fund public works 
and productive investments through programmes such as Tres por 
Uno (Th ree for One).

Having taken all of this into account, it is possible to assert that 
migration operates as crucial cog in the neoliberal machinery, provid-
ing it with an appearance of ‘stability’ and, paradoxically, a ‘human 
face’. On a macroeconomic level, remittances serve to extend the life 
of a development model that is already showing signs of unsustain-
ability. On a microeconomic one, they help ease poverty and margin-
alization inasmuch as they involve a transfer of resources that lack any 
solid ties to savings strategies but improve productive capacity and 
economic growth. In other words, “[i]mmigrant remittances help sus-
tain a parasitical oligarchic ruling class which uses the hard currency 
remitted to pay illegal foreign debts, luxury imports and corrupt poli-
ticians. Without overseas remittances, many of the oligarchic regimes 
would collapse or enter into profound crises” (Petras, 2007: 40–50).
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Social Resistance and a Tentative Project of Social Transformation

Th e profound need for change in the structural dynamics and strategic 
practices at work in the current schemes of regional integration and 
neoliberal national development have given way to two types of social 
agents, which can be separated into two groups: those ‘from above’ 
and those ‘from below’. Th e current economic project has clearly been 
implemented ‘from above’ by the agents of US imperialism in tandem 
with Mexican allies. Th ey work within a political coalition that seeks 
to maintain the privileges of neoliberal integration and push them to 
its very limits. In short, this is an actual class project that promotes 
economic asymmetries, social inequalities and phenomena such as 
poverty, unemployment, labour precarization and migration.

In contrast, those ‘below’—particularly in Mexico—are mostly 
unhappy and disenchanted, although they sometimes engage in open 
acts of opposition, resistance, and rebellion. It is true that there is cur-
rently no collective agent that can articulate a project that counters the 
one being implemented by neoliberal elites. However, we should point 
out that a number of disperse social alternative movements have will-
fully, even optimistically, sprung up.

Th e Mexican agricultural sector, one of the quarters that has been 
hardest hit by the implementation of NAFTA and is suff ering in the 
productive, commercial, population and environmental areas, has 
given rise to movements like El Barzón (Th e ‘Plow’), El Campo No 
Aguanta Más (Th e Countryside Can’t Take Anymore; Bartra, 2003) 
and the campaign Sin Maíz no hay País (No Corn, no Country). Other 
denouncers of the neoliberal system include the Ejército Zapatista de 
Liberación Nacional (Zapatista Army of National Liberation, EZLN) 
and its Otra Campaña (Other Campaign), as well as some sectors of 
the social and electoral left  who have converged into the Coalición por 
el Bien de Todos (Coalition for the Good of All ) and the Convención 
Nacional Democrática (National Democratic Convention). Th ere are 
also other more or less important national sociopolitical movements, 
but what is worth noticing is that the widespread popular discontent 
(which could even extend to the majority of Mexicans) is not expressed 
in an organized manner and has not produced yet an alternative devel-
opment project.

On a binational level, the actions of opposition forces have been 
even more scattered. Initially, the Red Mexicana de Acción frente 
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al Libre Comercio (Mexican Action Network in Opposition of Free 
Trade) communicated with likeminded organizations in the US and 
Canada that opposed the signing of NAFTA but since then its actions 
(which involve agreements between unions and social organizations 
on both sides of the border) have been few and far between (Brooks 
and Fox, 2004).

Th e idea that migrants are agents of development has been pro-
moted for over a decade. Th is proposal, which is in no way sustainable 
when applied to large-scale social processes, suggests that migrants 
should be held responsible for promoting development in their coun-
tries of origin. And yet, as Fox (2005) has pointed out, migrant society 
has produced social actors who operate on three levels: (i) integration 
into US society (e.g. unions, the media, and religious organizations); 
(ii) networking and promotion of development in places of origin (i.e., 
native organizations), and (iii) binational relationships that combine 
the previous two (i.e. pan-ethnic organizations). For example, Mexican 
migrant organizations fund public works and social projects in their 
communities of origin with the aid of the Programme Tres por Uno. 
And during the spring of 2006 US-residing immigrants participated 
in massive marches in favour their worker’s, political, social, and civil 
rights. As for the latter, Petras (2006) points out that ‘between March 
25 and May 1, 2006 close to fi ve million migrant workers and their sup-
porters marched through nearly 100 cities of the US’. Th is, he notes, is 
the biggest and most sustained workers’ demonstration in the history 
of the US. In its 50-year history, the US trade union confederation, 
the AFL-CIO has never been capable of mobilizing even a fraction 
of the workers convoked by the migrant workers movement. Th e rise 
and growth of the movement is rooted in the historical experience of 
the migrant workers (overwhelmingly from Mexico, Central America 
and the Caribbean), the exploitative and racist experience they con-
front today in the US and the future in which they face imprisonment, 
expulsion and dispossession.

Generally speaking, migrants and their organizations aff ect the 
political, social, economic, and cultural aspects of sending and receiv-
ing countries to varying degrees. However, it would be a theoretical 
mistake to present migrants themselves as a collective agent of trans-
formation. If we intend to portray them as agents of development, then 
we had better examine the strategic projects and structural dynamics 
present on the diff erent planes and levels, as well as the interests that 
prompt participation ‘from above’ and ‘from below’. Th is will allow us 
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to understand the role played by migrants. Stating that they cannot be 
considered agents of development does not entail a pessimistic mes-
sage advocating immobility. Quite the opposite: this can help us dis-
entangle possible forms of articulation between migrant organizations 
and social sectors that seek a new type of development agenda, one 
that can be applied on the global, regional, national, and local levels. 
Only then will we be able to discuss the confi guration of an agent of 
social transformation that includes migrant participation.

In any case, as Petras (2006), has pointed out, “t]he emergence of the 
mass migrant workers’ movement opens a new chapter in the working 
class struggle both in North America, and Central America’. First and 
foremost it represents the fi rst major upsurge of independent working 
class struggle in the US aft er over fi ft y years of decline, stagnation and 
retreat by the established trade union confederation.

Final Remarks

Th e theoretical framework outlined in this chapter for understanding 
the dialectic relationship between development and migration has four 
critical components:

1. A critical approach to neoliberal globalization. Contrary to the 
discourse regarding its inevitability (on this see Petras and Veltmeyer, 
2000) we posit that the current phase of imperialist domination is his-
torical and can and should be transformed. In this regard, it is funda-
mental to notice that “[t]he principal factor generating international 
migration is not globalization but imperialism, which pillages nations 
and creates conditions for the exploitation of labour in the imperial 
centre” (Petras, 2007: 51–52).

2. A critical reconstitution of the fi eld of development studies. Th e 
favouring of a singular mode of analysis based on the belief that free 
markets work as powerful regulatory mechanisms, effi  ciently assign-
ing resources and providing patterns of economic convergence among 
countries and their populations, has clearly resulted in failure. New 
theoretical and practical alternatives are needed, and we propose 
a revaluation of development as a process of social transformation 
through a multidimensional, multi-spatial, and properly contextualized 
approach, ‘using the concept of imperialism as an alternative explana-
tory framework of international capitalist expansion and the grow-
ing inequalities’ (Petras and Veltmeyer, 2000). Th is integral approach 
requires the consideration of the strategic and structural aspects of 
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the dynamic of uneven contemporary capitalism development, which 
should be examined at the global, regional, national, and local levels. 
For this purpose it is crucial to understand, inter alia, a) the central 
role placed by foreign investment in the process of neoliberal restruc-
turing of peripheral economies, and b) the new modalities of surplus 
transfer characterizing contemporary capitalism.

3. Constructing an agent of change. Th e globalization project led by 
the US has ceased to be consensual: it has only benefi ted capitalist 
elites and excluded and damaged an overwhelming number of people 
throughout the world. Economic, political, social, cultural and envi-
ronmental changes are all needed but a transformation of this mag-
nitude is not viable unless diverse movements, classes, and agents 
can establish common goals. Th e construction of an agent of change 
requires not only an alternative theory of development but also collec-
tive action and horizontal collaboration: the sharing of experiences, the 
conciliation of interests and visions, and the construction of alliances 
inside the framework of South-South and South-North relations.

4. A reassessment of migration and development studies. Th e cur-
rent explosion of forced migration is part of the intricate machinery of 
contemporary capitalism as an expression of the dominant imperialist 
project. In order to understand this process we need to redefi ne the 
boundaries of studies that address migration and development: expand 
our fi eld of research and invert the terms of the unidirectional ortho-
dox vision of the migration-development nexus in order to situate the 
complex issues of uneven development and imperialist domination at 
the centre of an alternative dialectical framework. Th is entails a new 
way of understanding the migration phenomenon.



CHAPTER EIGHT

THE FINANCIALIZATION OF THE CAPITALIST CLASS: 
MONOPOLYFINANCE CAPITAL AND THE 

NEW CONTRADICTORY RELATIONS OF 
RULING CLASS POWER

John Bellamy Foster and Hannah Holleman

Today the concept of ‘fi nancialization’ stands for the shift  in the cen-
tre of gravity of the capitalist economy from production to fi nance. 
Although fi nancial speculation has always characterized the peak of 
the business cycle, a major secular shift  toward fi nance in capitalism 
as a whole, transcending mere business cycle swings, is unique to the 
last few decades. Led by the US, a fi nancial explosion fi rst emerged in 
the 1970s and 1980s and eventually became a globalized phenomenon. 
Some have suggested that this has signifi cantly altered the structure of 
ruling class power. Th us Paul Sweezy referred in the late 1990s to the 
‘Triumph of Financial Capital’ (Sweezy, 1994: 1–11). Indeed, the last 
decades of the previous century and the fi rst decade of the present one 
witnessed what could be called the ‘fi nancialization of the capitalist 
class’ in the sense of a shift  in the primary sources of wealth accumula-
tion at the very top of society from production to fi nance.

An important question that arises from these developments is the 
extent to which the ruling class has actually changed. Has it metamor-
phosed from a class that once drew its power primarily from control 
over the means of production to one that now draws it primarily from 
control over the means of fi nance? To be sure, wealth in a developed 
capitalist economy is always held largely in the form of fi nancial assets, 
i.e. as fi nancial claims to wealth. Nevertheless, the issue now arises as 
to whether fi nance has permanently established itself as the leading 
sector in the amassing of ruling class wealth.

Making matters even more complex, we are now in the midst of the 
greatest fi nancial and economic crisis since the Great Depression—
one that James Petras was the fi rst to refer to as the ‘Great Financial 
Crisis’. Th is has produced immense losses within the fi nance sector 
in particular. It is still unclear, though, how much this has actually 
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diminished the relative power of fi nancial capital. Th us the Obama 
administration, which is dominated by such interests, is now pouring 
hundreds of billions, even trillions, of dollars into the coff ers of banks 
and other fi nancial institutions in an eff ort to stabilize their position 
at the apex of the system and in an attempt to refl ate the specula-
tive balloon (Foster and Magdoff , 2009; Petras, 2007). Th is has been 
called a ‘quiet coup’, whereby fi nancial capital in the US has increas-
ingly resorted to the state to preserve its tenuous economic dominance 
(Johnson, 2009).

We argue in what follows that the fi nancialization of the US capi-
talist class is a concrete empirical reality of the last few decades. Yet, 
neither the continued ascendancy of fi nancial capital nor its future 
demise can be regarded as certain at this point. Instead, we are pre-
sented with a contradictory and crisis-ridden reality; one that can 
be best characterized as a hybrid phase of monopoly-fi nance capital 
(Foster and Magdoff , 2009: 63–76). Th e system of concentrated capital 
of today has shown itself to be more and more dependent on a bal-
looning fi nancial superstructure to compensate for the downward pull 
of economic stagnation in its underlying productive base. Yet, such 
fi nancialization has failed to off er a stable solution, while generating 
new, irreversible sources of crisis in capitalist society.

Th e Changing Wealth Sectors of the US Ruling Class

Th is question of the growing infl uence of fi nancial capital within the 
capitalist class as a result of the shift  of the overall economy from 
production to fi nance was addressed almost twenty years ago by 
James Petras and Christian Davenport (1990: 33–37) in an article for 
the December 1990 issue of Monthly Review entitled ‘Th e Changing 
Wealth of the US Ruling Class’. Rather than arguing the then pop-
ular notion that the US had shift ed toward a post-industrial, high-
technology, information economy, Petras and Davenport saw this as 
secondary compared to ‘the ascendancy of fi nance, real estate, and 
speculative capital’, symbolized at that time by the growth of the junk 
bond market.

In order to test this proposition, insofar as it could be seen as 
refl ected in the US ruling class itself, Petras and Davenport looked at 
changes in the primary sources of wealth of the so-called “Forbes 400” 
a compilation of data on ‘America’s very richest’ individuals, over the 
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short period, 1983–1988, for which this data was then available. Th eir 
table on the changes in this period is reproduced as Table 1 above.1

Th e results that they obtained were striking. By 1988 a full 38 per-
cent of the Forbes 400 obtained their wealth from fi nance and real 
estate, as opposed to only 25 percent in 1983, while the percentage 
that derived their primary wealth from manufacturing dropped from 
26 to 19 percent, and the percentage gaining primarily from oil and 
gas fell from 16 to eight percent over the same period. As a result of 
these fi ndings, they argued that there was “scant evidence to justify 
the claim that the US has shift ed from being an industrial society to 
being an information society. Th e proportion of top capitalists with 
their main wealth in the high-tech sector, which was only 3 percent 
in 1983, was no more than 4 percent in 1988. Th e spread between 
the paper [fi nancial] economy and high-tech actually widened from 
22 percentage points in 1983 to 34 percentage points in 1988.”

Petras and Davenport went on to conclude: “Th e data from the 
Forbes 400 suggest that speculator capitalists have become increasingly 
dominant in the US ruling class, displacing industrial and petroleum 
capitalists. . . . Moreover, the speculative basis of US capitalism brings 
greater risk of instability. Th e biggest winners in recent years have 
been the fi nancial and real estate sectors—and the impending reces-
sion could exacerbate their weaknesses and bring them down along 
with the major industrial sectors to which they are linked.”

1 As they observed in their piece: “Forbes’s estimates are admittedly very rough, 
and of necessity are patched together from a variety of shaky sources, using arbitrary 
rules of thumb.” Petras and Davenport (1990: 38). Th e methodology is described in 
Forbes, October 28, 1985.

Table 1. Distribution of the Primary Sources of Wealth of the Forbes 400: 
1983 and 1988 (percentages)

 1983 1988

Finance and Real Estate 25 38
High Tech 3 4
Oil and Gas 16 8
Mass Media 16 18
Manufacturing 26 19
Retail and Other 14 14
Total 100 100

Source: Petras and Davenport (1990: 35; Forbes, October 24, 1988).
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Th ere is no doubt that this critique of the growing speculative 
basis of US capitalism, presented in the late 1980s, showed consider-
able foresight viewed from the standpoint of today. In commenting 
on Petras and Davenport’s argument Monthly Review editors Harry 
Magdoff  and Paul M. Sweezy insisted that the real problem lay in the 
creeping stagnation, i.e. long-term slowdown, in US capitalism and 
advanced capitalism generally. Th e growth of an increasingly overex-
tended fi nancial superstructure of the economy was a countervailing 
factor, helping the economy to grow despite stagnation in its underly-
ing base. Th e shift  to fi nance, what we now call fi nancialization, was 
therefore ‘the result, not the cause, of the economic malaise’ (Magdoff  
and Sweezy, 1990: 37–38). But the symptom could aggravate the dis-
ease, leading to worse problems ahead.

Th e degree to which fi nancialization had begun to take over the 
entire political-economic structure of US capitalism manifested itself 
symbolically a few years aft er Petras and Davenport wrote their article, 
when Bill Clinton, shocked by the power that fi nancial capital exerted 
over his administration’s economic policy, queried in spring 1993: 
“You mean to tell me that the success of the programme and my re-
election depends on the Federal Reserve and a bunch of f. . . . bond 
traders?” (quoted in Phillips, 2006: 283). Th is gave rise to the notion, 
promoted by heterodox economist E. Ray Canterbery (2000), among 
others, that what had emerged was a new, dominant ‘bondholding 
class’—although the shift ing nature of the capitalist class in this period 
is better seen as the rise to dominance of fi nance or speculative capital 
generally.

Financial Capital and Class Aft er a Quarter-Century

When Petras and Davenport presented their thesis that a shift  was 
occurring from production to fi nance as the primary wealth sector 
of the US capitalist class they had only fi ve or six years of such data 
on which to base their observations. How do these same observations 
stack up almost twenty years later, now that we have a quarter-century 
of such data, and aft er a period of extended fi nancialization of the 
US economy? Direct comparisons of the data with the earlier fi gures 
provided by Petras and Davenport are diffi  cult to make due to con-
siderable changes in the overall Forbes series, including categoriza-
tion. We use the historical data reconstructed by Peter W. Bernstein 
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and Annalyn Swan, who, in consultation with the Forbes 400 team of 
researchers, and utilizing the Forbes data archives, published in 2007, 
All the Money in the World: How the Forbes 400 Make—and Spend—
Th eir Fortunes. We supplemented this with later research by the same 
authors published in the October 8, 2007 issue of Forbes.

Th e changing structure of Forbes 400 wealth over the twenty-fi ve 
year period, from 1982–2007 is shown in Chart 1. Th e data presented 
in this more developed series constitutes an attempt to refi ne the 
Forbes 400 estimates over time. Not only do the percentages diff er 
considerably from those provided by Petras and Davenport, the 1982 
fi gures also do not include retail as a category, which was then sub-
sumed under the category ‘other’. Th e key categories of manufactur-
ing, oil and gas, fi nance, and real estate, are, however, clearly shown 

Chart 1. Percent of the Forbes 400 Associated with Primary Sources of 
Wealth for Selected Years.

Sources: Bernstein and Swan (2007: 112–13); and “Vast Wealth,” Forbes, October 8, 
2007, 42–44.
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here, along with other crucial sectors, such as media/entertainment 
and communications, and technology.

In 1982 oil and gas was the primary source of wealth for 22.8 per-
cent of the Forbes 400, with manufacturing second at 15.3 percent. 
Finance, in contrast, was the primary wealth sector for only 9 percent 
(with fi nance and real estate together representing 24 percent).

Only a decade later, in 1992, fi nance had surpassed all other areas, 
representing the primary source of wealth for 17 percent of the Forbes 
400 (while fi nance plus real estate together constituted 25 percent). Oil 
and gas meanwhile had shrunk to 8.8 percent. Manufacturing, at 14.8 
percent, had managed largely to maintain its overall share of Forbes 
400 primary wealth sources, though it was now surpassed by fi nance, 
as well as a booming media, entertainment and communications sec-
tor, which had risen to 15.5 percent.

In 2002, a decade further on, fi nance led as the primary wealth sec-
tor for 18.8 percent of the Forbes 400 (with fi nance and real estate 
constituting 26.8 percent) while media/entertainment/communica-
tions closely followed fi nance at 18.5 percent.

A mere fi ve years later, on the brink of Th e Great Financial Crisis, 
in 2007, the percentage of the Forbes 400 deriving their main source 
of wealth from fi nance had soared to 27.3 percent (while fi nance plus 
real estate accounted for about 34 percent). Th e nearest competitor at 
this time—technology—accounted for about 10.8 percent of Forbes 
400 wealth. Manufacturing had sunk to 9.5 percent, although it now 
slightly exceeded media/entertainment/communications (9.3 percent). 
Overall the shift  in a quarter-century had been substantial. In 1982 
manufacturing had exceeded fi nance as a primary source of wealth 
for the Forbes 400 by 6 percentage points. In 2007 fi nance exceeded 
manufacturing by 18 percentage points.

How representative is this of trends in the US ruling class as a whole? 
Th is is not easy to answer, since comparable data for the entire capital-
ist class is not available. Of course, the Forbes 400 richest Americans 
comprise only an infi nitesimal proportion of those belonging to the 
capitalist class, the dimensions of which could be roughly equated with 
the super rich-oft en thought of in terms of the top 1 percent (or at 
most the top 5 percent) of wealth holders. Even so, the Forbes 400, due 
to their level of wealth dominance, arguably constitute a good indica-
tor of trends within the capitalist class as a whole. Th e average wealth 
of those in the Forbes 400, according to Forbes (October 6, 2008) was 
$3.9 billion per person, while their aggregate wealth was a by no means 
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insignifi cant $1.57 trillion. Th is constituted 2.4 percent of household 
wealth (using 2007 fi gures for the latter). Th e richest 400 Americans 
own a very large share—around 7 percent—of the wealth of the top 
1 percent of wealth holders in the US, which in 2007 was 33.8 percent 
of all net worth in the country. Aggregate Forbes 400 wealth is about 
equal to the GDP of Canada, or more than 10 percent of US national 
income. Th e trend in the sector distribution of Forbes 400 wealth 
is therefore a signifi cant marker of the shift  in the direction of the 
economy itself (Forbes, December 25, 2008; Forbes, October 6, 2008: 
30; Reuters, March 12, 2009; Kennickell, 2004: 4–7; Federal Reserve 
Board, 2009: 35, Table 4; Domhoff , 2009).

Speculative Bubbles and Financialization

Viewing the last quarter-century as a whole, the overall trend in wealth 
at the very top of US capitalism, as the Forbes 400 data highlights, 
has been one of a dramatic shift  toward speculative fi nance as the pri-
mary source of wealth, refl ecting the overall fi nancialization of the US 
economy in this period. Th e causes of the turn to the fi nance sector 
recorded by this data are complex. Nevertheless, they can be traced 
through the theory introduced by such twentieth-century Marxist 
political economists as Michal Kalecki, Josef Steindl, Paul Baran, Paul 
Sweezy, and Harry Magdoff , to tendencies toward monopolization 
and stagnation. In essence, the giant corporations generate more eco-
nomic surplus than they are able to fi nd profi table investment outlets 
for—given structural weaknesses in demand caused by insuffi  cient real 
wage growth and a tendency toward growing idle capacity inhibiting 
investment. Th e result is a long-term decline in net investment. Th e 
system thus gravitates toward slow growth or stagnation, compensated 
for by various factors, such as military spending, and more recently 
fi nancial expansion.

Th e diversion of surplus investment-seeking capital into speculation 
on asset prices—and the creation by the fi nancial services industries 
of seemingly endless new products to absorb this infl ow capital while 
leveraging it upward with ever larger amounts of debt—constituted 
the new phenomenon of fi nancialization, viewed as a long-term and 
global process. In the US economy the profi ts of fi nancial corpora-
tions grew from 13 percent of domestic corporate profi ts in 1965 to 
44 percent in 2003 (Council of Economic Advisers, 2008). Average 
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compensation in the fi nancial sector also jumped. As Simon Johnson, 
professor at MIT’s Sloan School of Management, noted, “From 1948 
to 1982, average compensation in the fi nancial sector ranged between 
99 percent and 108 percent of the average for all domestic private 
industries. From 1983, it shot upward, reaching 181 percent in 2007” 
(Johnson, 2009). In fact, economists Th omas Philippon and Ariell 
Reshef (2008: 3–4) circulated a paper that demonstrated that wages 
of the fi nancial sector relative to the rest of private industry followed 
what they call a “U-shaped pattern from 1909 to 2006”. In the 1920s 
relative pay in fi nance shot up, but this wage premium was lost in the 
1930s, before beginning to rise again in the 1980s, reaching the same 
heights as in the late 1920s (before the 1929 crash) by 2006 (Johnson, 
2009; Edmunds, 2006: 118–33). Refl ecting this fi nancialization of the 
system, the wealth of the top tier of the capitalist class, as we have seen, 
increasingly came from the fi nancial sector. It was the fi nance king 
Warren Buff et, even more than the technology king, Bill Gates, who 
most exemplifi ed the new age of monopoly-fi nance capital.

Financialization, conceived in these terms, was a long-term response 
of the system to stagnation or the slowdown in growth of the underly-
ing economy. Under these circumstances FIRE (fi nance, insurance, and 
real estate) helped lift  the economy, providing new sources of demand. 
It continued as a long-term process despite the periodic bursting of 
fi nancial bubbles—such as the stock market crash of 1987, the Savings 
and Loan crisis of the late 1980s and early 1990s, the Asian fi nan-
cial crisis of the late 1990s, the New Economy crash of 2000—during 
these same decades. In spite of such periodic severe credit crunches 
fi nancialization remained a seemingly unstoppable trend, leading to 
new and greater bubbles—and the expectation each time that this sys-
tem had freed itself from the real economy of production, creating 
enhanced asset values endlessly out of the buying and trading of paper 
claims to wealth.

Perhaps the most fantastic example of such illusions was an article 
by fi nancial economist John C. Edmunds, entitled, “Securities: Th e 
New World Wealth Machine,” published in Foreign Policy in 1996. 
Edmunds claimed that securitization or the repackaging and bundling 
of a myriad of fi nancial claims into “high quality bonds and stocks” 
constituted “the most powerful engine of wealth creation in today’s 
world economy” and had far surpassed the relatively minute pro-
cesses of actual production. “Securitization,” Edmunds argued, “cre-
ates value as it spreads.” Governments should, he suggested, no longer 
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focus on economic growth but on wealth creation through asset infl a-
tion, resulting from the magic of securitization. “More and more,” he 
wrote, “states have the opportunity to benefi t from the global increase 
in wealth that securitization has brought. We have entered a new eco-
nomic age” (Edmunds, 1996). A little more than a decade later this 
‘new economic age’ had generated the greatest fi nancial and economic 
crisis since the Great Depression of the 1930s. Th e mortgage-based 
securities glorifi ed by Edmunds and others had turned into fi nancial 
toxic waste.

Th e US Economy and the Future of Financial Dominance

If recent decades saw ‘the triumph of fi nancial capital’, we are now wit-
nessing the greatest fi nancial crisis since the 1929 stock market crash. 
Taken together these seem to represent contradictory tendencies.

On one side of the coin, ‘big banks’, as Johnson observed in the 
Atlantic in May 2009, “have only gained political strength since the 
crisis began. . . . With the fi nancial system so fragile, the damage that 
a major bank failure could cause—Lehman was small relative to 
Citigroup or Bank of America—is much greater than it would be dur-
ing ordinary times. Th e banks have been exploiting this fear as they 
wring favourable deals out of Washington. Bank of America obtained 
its second bailout package (in January) aft er warning the government 
that it might not be able to go through the acquisition of Merrill 
Lynch, a prospect that Treasury did not want to consider.” Indeed, 
as Senate Majority Whip Richard Durbin of Illinois has noted: “Th e 
banks—hard to believe in a time when we’re facing a banking crisis 
that many of the banks created—are still the most powerful lobby on 
Capitol Hill. And they frankly own the place” (Johnson, 2009; Durban, 
quoted in Moyers and Winship, 2009; Krugman, 2009).

Yet, on the other side of the coin, just as the domination of fi nance 
within the US ruling class and its centrality to the economy and the 
global system as a whole has become crystal clear, its future, given the 
arrested state of bank lending and the new era of fi nancial risk avoid-
ance, is in question. Th e stock market crash of 1929 that ignited the 
Great Depression of the 1930s resulted in the US government attempts 
to salvage banks. But it also led in the long-term to a decline in the 
power and infl uence of fi nancial capital in relation to industrial capital. 
Much tighter regulations were imposed on the former in the decades 
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that followed. Some economists are arguing that the economy needs 
to be steered clear of fi nancial dominance.

Th e approach of the Obama administration with regards to these 
matters at present seems very straightforward. Treasury Secretary 
Timothy Geithner and Obama’s chief economic adviser Lawrence 
Summers, director of the White House’s National Economic Council, 
both worked under banker-fi nancier Robert Rubin when the latter was 
Clinton’s fi rst Treasury Secretary (Summers succeeded in the job) and 
are widely viewed as Rubin’s protégées. Rubin was employed for 26 
years by Goldman Sachs prior to becoming Clinton’s Treasury secre-
tary. Aft er leaving the administration he became a director and senior 
counselor at Citigroup (resigning in January 2009). Geithner, accord-
ing to the New York Times, has also been particularly close to Sanford 
Weill, the fi nancial baron who assembled Citigroup. Weill proudly 
displays in the carpeted hallway of his skyscraper Manhattan offi  ce the 
pen with which President Clinton revoked the Glass-Steagall Act in 
1999, thereby removing the main regulatory measures which restricted 
the growth and concentration of fi nancial institutions by creating fi re-
walls separating commercial and investment banking and stock bro-
kerage (Uchitelle, 2007). Rubin, Summers and Geithner played leading 
roles (along with Alan Greenspan as chairman of the Federal Reserve, 
assisted by current Federal Reserve chairman Ben Bernanke who was 
then a Federal Reserve governor) in the US government’s promotion 
of the fi nancial bubbles of the late 1990s and early 2000s.

Obama’s choice of these particular fi gures to direct economic pol-
icy in his administration in the context of the worst fi nancial crisis 
since the Great Depression was an indication that the goal was not to 
change, but to stabilize, and if possible restart, the fi nancialization pro-
cess. Th ere can be little doubt that this refl ects the power, as we have 
seen, of fi nance within the ruling class, and not simply the economic 
needs of the country. As of May 2009 the US government had com-
mitted $14.9 trillion in the form of capital infusions, loans, and debt 
guarantees primarily to the fi nancial sector in the context of this crisis. 
Th e great bulk of this, according to the Wall Street Journal (May 21, 
2009), “is designated for propping up areas including money-market 
mutual funds and commercial-paper markets, and for purchases of 
asset backed securities.” One problem, according to the Wall Street 
Journal, is that government aid appears to be becoming ‘entrenched’ 
and won’t necessarily go away when the recovery starts.
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Some, however, even within the mainstream economic tradition—
including Paul Krugman and Joseph Stiglitz (both winners of the Bank 
of Sweden’s Nobel Memorial Prize in Economic Sciences), along with 
more heterodox economists like James K. Galbraith—argue for nation-
alization of troubled banks, increased regulation, pulling the economy 
back from an emphasis on fi nance, and re-grounding it in production. 
Krugman wants to see the country go back to what he calls ‘the era of 
boring banking’ that succeeded the 1930s, during which fi nance played 
a distinctly secondary role in the economy. If restrictions on fi nance 
are not imposed, he warns, “the current crisis won’t be a one-time 
event; it will be the shape of things to come” (Krugman, 2009).

Still, these critics are well outside the administration at present, and 
are bucking the high tide of fi nancial power built up for decades, which 
is governing the economic rescue eff ort. As James Petras (2007) noted 
early in the crisis, this has become a problem for the entire capitalist 
class: “the risk of letting the bad boys sink is that there are too many of 
them, working in most of the most powerful investment houses, man-
aging too many funds, for the most powerful fi nanciers.” If anything, 
this has become far clearer as we have gone further into the “Black 
Hole of the fi nancial crisis” (Petras, 2007).

Indeed, it is highly unlikely that the Obama administration—or, 
more to the point, a US ruling class increasingly geared to fi nancializa-
tion—will take advice to de-fi nancialize the economy seriously, barring 
a major social revolt from below that changes the power constellation 
of US society. With the underlying capitalist economy slowing down 
decade by decade, the only substantial stimulus during this period has 
come from fi nancial bubbles (Foster and Magdoff , 2009: 11–40). In 
this sense the system is caught in a trap of its own making with no 
obvious way out. Although further fi nancialization (if possible) will 
only worsen the overall problem, no other immediate options present 
themselves. Financial globalization based on dollar hegemony further 
limits US options, if the crisis is not to be followed by a crash of the 
dollar itself, and with it the US economy and empire. From the stand-
point of contemporary monopoly-fi nance capital then there is no vis-
ible exit strategy. Indeed, all rational human courses of action point 
beyond the present system.





CHAPTER NINE

FOOD, WATER AND FUEL: 
THE CRISIS OF LIFE UNDER CAPITALISM

Michel Chossudovsky

Th e sugar-coated bullets of the [free market’ are killing our children. 
Th e act to kill is unpremeditated. It is instrumented in a detached 
fashion through computer programme trading on the New York and 
Chicago mercantile exchanges, where the global prices of rice, wheat 
and corn are decided upon. Poverty is not solely the result of pol-
icy failures at a national level. People in diff erent countries are being 
impoverished simultaneously as a result of a global market mechanism. 
A small number of fi nancial institutions and global corporations have 
the ability to determine, through market manipulation, the standard 
of living of millions of people around the World.

We are at the crossroads of the most serious economic and social 
crisis in modern history. Th e process of global impoverishment 
unleashed at the outset of the 1980s debt crisis has reached a major 
turning point, leading to the simultaneous outbreak of famines in 
all major regions of the developing World. Th ere are many complex 
features underlying the global economic crisis pertaining to fi nancial 
markets, the decline in production, the collapse of state institutions 
and the rapid development of a profi t-driven war economy. What is 
rarely mentioned in this analysis is how this global economic restruc-
turing forcibly impinges on three fundamental necessities of life: food, 
water and fuel.

Th e provision of food, water and fuel is a precondition of civilized 
society. Th ey are necessary factors for the survival of the human spe-
cies as well as basic human needs. In recent years, the prices of these 
commodifi ed goods have increased dramatically at the global level, 
with devastating economic and social consequences (Engdahl, 2007).

Th ese three essential goods or commodities, which in a real sense 
determine the reproduction of economic and social life on planet 
earth, are under the control of a small number of global corporations 
and fi nancial institutions that make up what neoliberals and neocon-
servatives term ‘forces of freedom’—forces that the capitalist state in 
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its diverse forms and current regimes are committed to protect and 
advance. Both the State as well as the gamut of international organi-
zations—oft en referred to as the ‘international community’—serve the 
interests of global capitalism be they unfettered as prescribed by the 
neoliberal model or fettered (regulated) as prescribed by Keynesian 
and institutional economists (Petras and Veltmeyer, 2001, 2003, 2005). 
Th e main intergovernmental bodies, including the United Nations 
and the original Bretton Woods institutions as well as the then still-
born (in 1944) but now reconstituted (50 years later) World Trade 
Organization, have endorsed the New World Order on behalf of their 
corporate sponsors. In the name of this new world order—the price 
of admission, in eff ect—governments in both developed and develop-
ing countries have abandoned their historical role of regulating key 
economic activities and the markets of the private sector, especially in 
regard to the fi nancial institutions and capitalist corporations in this 
sector. As a result they also abrogated their historical responsiblity (in 
the context of the welfare and development state formed respectively 
in the wake of the Great Depression and the a post-war decoloniza-
tion)1 for ensuring a minimum standard of living and livelihood for 
their people.

Protest movements directed against the hikes in the prices of food 
and gasoline have erupted simultaneously in diff erent regions of the 
World. On this see inter alia several studies by James Petras published 
in Rebelion as well Global Research (1). Conditions are particularly 
critical in Haiti, Nicaragua, Guatemala, India and Bangladesh but the 
global crisis in the current conjuncture is exacerbating conditions in 
many other parts of the world as well. Spiraling food and fuel prices in 
Somalia have precipitated the entire country into a situation of mass 
starvation, coupled with severe water shortages. A similar and equally 
serious situation prevails in Ethiopia.

Other countries aff ected by spiraling food prices include Indonesia, 
the Philippines, Liberia, Egypt, Sudan, Mozambique, Zimbabwe, 
Kenya, Eritrea—a long list of impoverished countries not to mention 
those under foreign military occupation, including Iraq, Afghanistan 
and Palestine.

1 Please Supply Footnote text.
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Th e Crisis Dynamics of Financial and Market Deregulation

Th e provision of food, water and fuel are no longer the object of gov-
ernmental or intergovernmental regulation or intervention, with a 
view to alleviating poverty or averting the outbreak of famines. Th e 
fate of millions of human beings is managed behind closed doors 
in the corporate boardrooms as part of a profi t-driven agenda. And 
because these powerful economic actors operate through a seem-
ingly neutral and ‘invisible’ market mechanism, the devastating social 
impacts of engineered hikes in the prices of food, fuel and water are 
casually dismissed as the result of supply and demand forces that are 
beyond control.

Th e Nature of the Global Economic and Social Crisis

Largely obfuscated by offi  cial and media reports, both the ‘food crisis’ 
and the ‘oil crisis’ are the result of the speculative manipulation of 
market values by powerful economic actors.

We are not dealing with distinct and separate food, fuel and water 
‘crises’ but with a single global process of economic and social restruc-
turing that is designed to shed labour as well as reduce the rate of 
participation of labour in the global social product. In the context of 
this ‘restructuring’, as shown by Walden Bello in his contribution to 
this festschrift , the dramatic price hikes of these three essential com-
modities is anything but haphazard or incidental. All three variables, 
including the prices of basic food staples, water for production and 
consumption, and fuel are the object of deliberate and simultaneous 
market manipulation.

At the heart of the food crisis is the rising price of food staples 
coupled with a dramatic increase in the price of fuel. Concurrently, 
the price of water, an essential input into agricultural and industrial 
production, social infrastructure, public sanitation and household 
consumption has increased abruptly as a result of a worldwide push 
to privatize water resources (Barlow and Clarke, 2004).

We are dealing with a major economic and social upheaval, an 
unprecedented global crisis, characterized by the triangular relation-
ship between water, food and fuel: three fundamental variables, which 
together aff ect the very means of human survival.
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In very concrete terms, these price hikes impoverish and destroy 
people’s lives. Moreover, the worldwide collapse in living standards 
is occurring at a time of war. It is intimately related to the military 
agenda. Th e war in the Middle East bears a direct relationship to the 
control over oil and water reserves.

While water is not at present an internationally tradeable or traded 
commodity in the same way as oil and food staples, it is also the object 
of market manipulation through the privatization of water. Th e eco-
nomic and fi nancial actors operating behind closed doors include:

•  the major Wall Street banks and fi nancial houses, including the 
institutional speculators which play a direct role in commodity mar-
kets including the oil and food markets

•  Th e Anglo-American oil giants, including British Petroleum, Exxon-
Mobil, Chevron-Texaco, Royal Dutch Shell

•  Th e biotech-agribusiness conglomerates, which own the intellectual 
property rights on seeds and farm inputs. Th e biotech companies 
are also major actors on the New York and Chicago mercantile 
exchanges

•  Th e water giants including Suez, Veolia and Bechtel-United Utilities, 
involved in the extensive privatization of the world’s water resources

•  Th e Anglo-American military-industrial complex which includes 
the big fi ve US defense contractors (Lockheed Martin, Raytheon, 
Northrop Grunman, Boeing and General Dynamics) in alliance with 
British Aerospace Systems Corporation (BAES) constitutes a power-
ful overlapping force, closely aligned with Wall Street, the oil giants 
and the agribusiness-biotech conglomerates.

Th e Oil Price Bubble

Th e movement in global prices on the New York and Chicago mer-
cantile exchanges bears no relationship to the costs of producing oil. 
Th e spiraling price of crude oil is not the result of a shortage of oil. 
It is estimated that the cost of a barrel of oil in the Middle East does 
not exceed 15 dollars. Th e cost of a barrel of oil extracted from the 
tar sands of Alberta, Canada, is of the order of $30 (Antoine Ayoub, 
Radio Canada, May 2008). Th e price of crude oil is currently in excess 
of $120 a barrel. Th is market price is largely the result of the specula-
tive onslaught.
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Source: NYMEX
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Fuel enters into the production of virtually all areas of manufacturing, 
agriculture and the services economy. Th e hikes in fuel prices have 
contributed, in all major regions of the World, to precipitating tens 
of thousands of small and medium sized businesses into bankruptcy 
as well as undermining and potentially paralyzing the channels of 
domestic and international trade.

Th e increased cost of gasoline at the retail level is leading to the 
demise of local level economies, increased industrial concentration 
and a massive centralization of economic power in the hands of a small 
number of global corporations. In turn, the hikes in fuel backlash on 
the urban transit system, schools and hospitals, the trucking industry, 
intercontinental shipping, airline transportation, tourism, recreation 
and most public services.

Infl ation

Th e rise in fuel prices unleashes a broader infl ationary process that 
results in a compression of real purchasing power and a consequent 
worldwide decline in consumer demand. All major sectors of society, 
including the middle classes in the developed countries are aff ected.

Th ese price movements are dictated by the commodity markets. 
Th ey are the result of speculative trade in index funds, futures and 
options on major commodity markets including the London ICE, 
the New York and Chicago mercantile exchanges. Th e dramatic price 
hikes are not the result of a shortage of fuel, food or water.

Th e upheaval in the global economy is in fact deliberate. Th e State’s 
economic and fi nancial policies are controlled by private corporate 
interests. Speculative trade is not the object of regulatory policies. Th e 
economic depression contributes to wealth formation—to enhancing 
the power of a handful of global corporations. According to William 
Engdahl, at least 60% of the 128 per barrel price of crude oil comes 
from unregulated futures speculation by hedge funds, banks and fi nan-
cial groups using the London ICE Futures and New York NYMEX 
futures exchanges and uncontrolled inter-bank or over-the-coun-
ter trading to avoid scrutiny. US margin rules of the government’s 
Commodity Futures Trading Commission allow speculators to buy a 
crude oil futures contract on the Nymex by having to pay only 6% 
of the value of the contract. At today’s price of $128 per barrel that 
means a futures trader only has to put up about $8 for every barrel. He 
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borrows the other $120. Th is extreme ‘leverage’ of 16 to 1 helps drive 
prices to wildly unrealistic levels and off set bank losses in sub-prime 
and other disasters at the expense of the overall population (Global 
Research, May 2008).

Among the main players in the speculative market for crude oil are 
Goldman Sachs, Morgan Stanley, British Petroleum (BP), the French 
banking conglomerate Société Générale, Bank of America, the largest 
Bank in the US, and Switzerland’s Mercuria (Miguel Angel Blanco, 
La Clave, Madrid, June 2008). British Petroleum controls the London 
based International Petroleum Exchange (IPE), which is one of the 
world’s largest energy futures and options exchanges. IPE’s major 
shareholders include Goldman Sachs and Morgan Stanley. According 
to Der Spiegel, Morgan Stanley is one of the main institutional actors 
in the London based speculative oil market (IPE). According to Le 
Monde, France’s Société Générale together with Bank of America and 
Deutsche Bank have been involved in spreading rumors with a view to 
pushing up the price of crude oil (See Miguel Angel Blanco, La Clave, 
Madrid, June 2008).

Spiraling Food Prices

Th e global food crisis, characterized by major hikes in the prices of 
basic food staples has spearheaded millions of people around the 
World into starvation and chronic deprivation.

According to the FAO, the price of grain staples has increased by 
88% since March 2007. Th e price of wheat has increased by 181% over 
a three-year period. Th e price of rice has increased by 50% over the 
last three months (Angus, 2008; GlobalResearch, April 2008). Th e price 
of rice has tripled over a fi ve year period, from approximately 600$ a 
ton in 2003 to more than 1800$ a ton in May 2008 (see chart below).

Th e most popular grade of Th ailand rice sold for $198 a ton, fi ve 
years ago and $323 a ton a year ago. In April 2008, the price hit $1,000. 
Increases are even greater on local markets: in Haiti, the market price 
of a 50 kilo bag of rice doubled in one week at the end of March 2008. 
Th ese increases are catastrophic for the 2.6 billion people around the 
world who live on less than US$2 a day and spend 60 to 80 per cent 
of their incomes on food. Hundreds of millions cannot aff ord to eat’ 
(ibid.).
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Th e main actors in the grain market are Cargill and Archer Daniels 
Midland (ADM). Th ese two corporate giants control a large share of 
the global grain market. Th ey are also involved in speculative transac-
tions in futures and options on the NYMEX and the Chicago Board 
of Trade (CBOT). In the US, ‘the world’s largest grower of GM crops, 
Cargill, ADM and competitor Zen Noh between them control 81 
percent of all maize exports and 65 percent of all soyabean exports’ 
(Muttitt, 2001).

Background of Agricultural Reform

Since the early 1980s coinciding with the onslaught of the debt crisis,
the gamut of neoliberal macroeconomic policy reforms have largely 
contributed to undermining local agriculture. Over the last 25 years, 
food farming in developing countries has been destabilized and 
destroyed by the imposition of IMF-World Bank reforms.

Commodity dumping of grain surpluses from the US, Canada and 
the European Union has led to the demise of food self-suffi  ciency and 
the destruction of the local peasant economy. In turn, this process 
has resulted in multi-billion dollar profi ts for Western agribusiness, 
resulting from import contracts by developing countries, which are 
no longer able to produce their own food. Th ese preexisting historical

CORN

Source: CME Group / Chicago Board of Trade (CBOT)
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conditions of mass poverty have been exacerbated and aggravated 
by the recent surge in grain prices, which have led in some cases to 
the doubling of the retail price of food staples. Th e price hikes has 
also been exacerbated by the use of corn to produce ethanol. In 2007, 
global production of corn was of the order of 12.32 billion bushels of 
which 3.2 billion were used for ethanol production. Almost 40 percent 
of corn production in the US will be channeled towards ethanol.

Genetically Modifi ed Seeds

Coinciding with the establishment the World Trade Organization 
(WTO) in 1995, another important historical change has occurred in 
the structure of global agriculture.

Under the articles of agreement of the WTO, the food giants have 
been granted unrestricted freedom to enter the seeds’ markets of 
developing countries.

Th e acquisition of exclusive ‘intellectual property rights’ over plant 
varieties by international agroindustrial interests, also favours the 
destruction of biodiversity. Acting on behalf of a handful of biotech 
conglomerates GMO seeds have been imposed on farmers, oft en in 
the context of ‘food aid programmes’. In Ethiopia, for instance, kits 
of GMO seeds were handed out to impoverished farmers with a 
view to rehabilitating agricultural production in the wake of a major 
drought.

Th e GMO seeds were planted, yielding a harvest. But then the 
farmer came to realize that the GMO seeds could not be replanted 
without paying royalties to Monsanto, Arch Daniel Midland et al. 
Th en the farmers discovered that the seeds would harvest only if they 
used the farm inputs including the fertilizer, insecticide and herbi-
cide, produced and distributed by the biotech agribusiness companies. 
Entire peasant economies were locked into the grip of the agribusiness 
conglomerates.

Th e main biotech giants in GMO include Monsanto, Syngenta, 
Aventis, DuPont, Dow Chemical, Cargill and Arch Daniel Midland. 
Breaking Th e Agricultural Cycle. With the widespread adoption of 
GMO seeds, a major transition has occurred in the structure and his-
tory of settled agriculture since its inception 10,000 years ago. Th e 
reproduction of seeds at the village level in local nurseries has been 
disrupted by the use of genetically modifi ed seeds. Th e agricultural 
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cycle that enables farmers to store their organic seeds and plant them 
to reap the next harvest has been broken. Th is destructive pattern—
invariably resulting in famine—is replicated in country aft er country 
leading to the worldwide demise of the peasant economy.

Th e FAO-World Bank Consensus

At the June 2008 FAO Rome Summit on the food crisis, politicians and 
economic analysts alike embraced the free market consensus: the out-
break of famines was presented as a result of the usual supply, demand 
and climatic considerations, beyond the control of policymakers. ‘Th e 
solution’: to channel emergency relief to aff ected areas under the aus-
pices of the World Food Programme (WFP). Th at is, do not intervene 
with the interplay of market forces. Ironically, these ‘expert opinions’ 
are refuted by the data on global grain production: FAO forecasts for 
world cereal production point to a record output in 2008.

Contradicting their own textbook explanations, according to the 
World Bank, world prices are expected to remain high, despite the 
forecasted increased supply of food staples.

State regulation of the prices of food staples and gasoline is not 
considered an option in the corridors of the FAO and the World Bank. 
And of course that is what is taught in the economics departments of 
America’s most prestigious universities. Meanwhile, local level farm-
gate prices barely cover production costs, spearheading the peasant 
economy into bankruptcy.

Th e Privatization of Water

According to UN sources, which vastly underestimate the seriousness 
of the water crisis, one billion people worldwide (15% of the World 
population) have no access to clean water “and 6,000 children die 
every day because of infections linked to unclean water” (BBC News, 
24 March 2004).

A handful of global corporations including Suez, Veolia, Bechtel-
United Utilities, Th ames Water and Germany’s RWE-AG are acquiring 
control and ownership over public water utilities and waste manage-
ment. Suez and Veolia hold about 70 per cent of the privatized water 
systems Worldwide.
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Th e privatization of water under World Bank auspices feeds on 
the collapse of the system of public distribution of safe tap drinking 
water: “Th e World Bank serves the interests of water companies both 
through its regular loan programmes to governments, which oft en 
come with conditions that explicitly require the privatization of water 
provision . . .” (Barlow and Clarke, 2004). “Th e modus operandi [in 
India] is clear—neglect development of water resources [under World 
Bank budget austerity measures], claim a ‘resource crunch’ and allow 
existing systems to deteriorate” (Ninan, 2003).

Meanwhile, the markets for bottled water have been appropriated 
by a handful of corporations including Coca-Cola, Danone, Nestlé 
and PepsiCo. Th ese companies not only work hand in glove with the 
water utility companies, they are linked up to the agribusiness-biotech 
companies involved in the food industry. Tap water is purchased by 
Coca-Cola from a municipal water facility and then resold on a retail 
basis. It is estimated that in the US, 40 per cent of bottled water is tap 
water (Blumenfeld and Leal, 2007).

In India, Coca-Cola has contributed to the depletion of ground water 
to the detriment of local communities. Communities across India liv-
ing around Coca-Cola’s bottling plants are experiencing severe water 
shortages, directly as a result of Coca-Cola’s massive extraction of 
water from the common groundwater resource. Th e wells have run dry 
and the hand water pumps do not work any more. Studies, including 
one by the Central Ground Water Board in India, have confi rmed the 
signifi cant depletion of the water table. When the water is extracted 
from the common groundwater resource by digging deeper, the water 
smells and tastes strange. Coca-Cola has been indiscriminately dis-
charging its waste water into the fi elds around its plant and sometimes 
into rivers, including the Ganges, in the area. Th e result has been that 
the groundwater has been polluted as well as the soil. Public health 
authorities have posted signs around wells and hand pumps advising 
the community that the water is unfi t for human consumption.

Tests conducted by a variety of agencies, including the government 
of India, confi rmed that Coca-Cola products contained high levels of 
pesticides, and as a result, the Parliament of India has banned the sale 
of Coca-Cola in its cafeteria. However, Coca-Cola not only continues 
to sell drinks laced with poisons in India (that could never be sold in 
the US and EU), it is also introducing new products in the Indian mar-
ket. And as if selling drinks with DDT and other pesticides to Indians 
was not enough, one of Coca-Cola’s latest bottling facilities to open in 
India, in Ballia, is located in an area with a severe contamination of 
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arsenic in its groundwater (India Resource Centre, Coca-Cola Crisis 
in India, undated).

In developing countries, the hikes in fuel prices have increased the 
costs of boiling tap water by households, which in turn favours the 
privatization of water resources.

In the more advanced phase of water privatization, the actual own-
ership of lakes and rivers by private corporations is contemplated. 
Mesopotamia was not only invaded for its extensive oil resources, the 
Valley of the two rivers (the Tigris and Euphrates) has extensive water 
reserves.

Concluding Remarks

We are dealing with a complex and centralized constellation of eco-
nomic power in which the instruments of market manipulation have 
a direct bearing on the lives of millions of people.

Th e prices of food, water, fuel are determined at the global level, 
beyond the reach of national government policy. Th e price hikes of 
these three essential commodities constitute an instrument of ‘eco-
nomic warfare’, carried out through the ‘free market’ on the futures 
and options exchanges.

Th ese hikes in the price of food, water and fuel are contributing in 
a very real sense to ‘eliminating the poor’ through ‘starvation deaths’. 
Th e sugar-coated bullets of the ‘free market’ kill our children. Th e 
act to kill is instrumented in a detached fashion through computer 
programme trading on the commodity exchanges, where the global 
prices of rice, wheat and corn are decided upon (‘Th e Commission on 
Population Growth and the American Future’).

But we are not dealing solely with market concepts. Th e outbreak 
of famines in diff erent parts of the World, resulting from spiraling 
food and fuel prices have broad strategic and geopolitical implications. 
President Richard Nixon at the outset of his term in offi  ce in 1969 
asserted “his belief that overpopulation gravely threatens world peace 
and stability”. Henry Kissinger, who at the time was Nixon’s National 
Security adviser, directed various agencies of government to jointly 
undertake “a study of the impact of world population growth on US 
security and overseas interests”. In March 1970, the US Congress set 
up a Commission on Population Growth and the American Future 
(Centre for Research on Population and Security).
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Th e Commission was no ordinary Task Force. It integrated rep-
resentatives from USAID, the State Department and the Department 
of Agriculture with CIA and Pentagon offi  cials. Its objective was not 
to assist developing countries but rather to curb World population 
with a view to serving US strategic and national security interests. Th e 
Commission also viewed population control as a means to ensuring 
a stable and secure environment for US investors as well as gaining 
control over developing countries’ mineral and petroleum resources.

Th is Commission completed its work in December 1974 and 
circulated a classifi ed document entitled National Security Study 
Memorandum 200: Implications of Worldwide Population Growth 
for US Security and Overseas Interests to Designated Secretaries and 
Agency Heads for their Review and Comments. In November 1975, the 
Report and its recommendations were endorsed by President Gerald 
Ford. It turns out that Kissinger had indeed intimated in the context 
of the ‘National Security Study Memorandum 200’  that the recurrence 
of famines, disease and war could constitute a de facto instrument of 
population control.

Although the NSSM 200 report did not assign, for obvious reasons, 
an explicit policy role to famine formation, it nonetheless intimated that 
the occurrence of famines could, under certain circumstances, provide 
a de facto solution to overpopulation. Accordingly, those countries 
where large-scale hunger and malnutrition are already present face the 
bleak prospect of little, if any, improvement in the food intake in the 
years ahead barring a major foreign fi nancial food aid programme, 
more rapid expansion of domestic food production, reduced popula-
tion growth or some combination of all three. Worse yet, a series of 
crop disasters could transform some of them into classic Malthusian 
cases with famines involving millions of people.

While foreign assistance probably will continue to be forthcoming 
to meet short-term emergency situations like the threat of mass starva-
tion, it is more questionable whether aid donor countries will be pre-
pared to provide the sort of massive food aid called for by the import 
projections on a long-term continuing basis.

Reduced population growth rates clearly could bring signifi cant 
relief over the longer term. In the extreme cases where population 
pressures lead to endemic famine, food riots, and breakdown of social 
order, those conditions are scarcely conducive to systematic explora-
tion for mineral deposits or the long-term investments required for 
their exploitation. Short of famine, unless some minimum of popular 
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aspirations for material improvement can be satisfi ed, and unless the 
terms of access and exploitation persuade governments and peoples 
that this aspect of the international economic order has “something 
in it for them”, concessions to foreign companies are likely to be 
expropriated or subjected to arbitrary intervention. Whether through 
government action, labour confl icts, sabotage, or civil disturbance, the 
smooth fl ow of needed materials will be jeopardized. Although popu-
lation pressure is obviously not the only factor involved, these types 
of frustrations are much less likely under conditions of slow or zero 
population growth (NSC, 2004).

Th e report concludes with a couple of key questions pertaining to 
the role of food as ‘an instrument of national power’, which could be 
used in the pursuit of US strategic interests. “On what basis should 
such food resources then be provided? Would food be considered an 
instrument of national power? Will we be forced to make choices as 
to whom we can reasonably assist, and if so, should population eff orts 
be a criterion for such assistance? Is the US prepared to accept food 
rationing to help people who can’t/won’t control their population 
growth?” (ibid.). In the words of Henry Kissinger: “Control oil and 
you control nations; control food and you control the people”.
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CHAPTER TEN

‘NOT ABOUT TO LOSE CHILE’:1 
DEMOCRATIC SOCIALISM CONFRONTS 

THE IMPERIAL STATE

Morris Morley

Th e US response to democratic socialist rule in Chile between 1970 
and 1973 must be placed within the context of its global and regional 
policy imperatives. Since the late 1940, the US had been locked in a 
worldwide political, economic and ideological confl ict with the Soviet 
Union. When Richard Nixon entered the White House in January 
1969, he confronted a number of interrelated global problems that 
threatened America’s position as the world’s dominant power: how to 
end the war in Vietnam—whose costs had weakened America’s ability 
to compete economically on the world stage with powerful capital-
ist allies in Europe and Asia; how to maintain the postwar policy of 
‘containment’ of the Soviet Union and China, especially given that the 
former was now a military superpower; and how to confront a resur-
gent nationalism in the Th ird World.

Th e President and his National Security Council (NSC) Adviser 
Henry Kissinger quickly concluded that if America was to maintain a 
stable global order and its status as the global hegemon, and solve these 
various challenges, it had to devise an alternative, more cost eff ective 
means of ‘containing communism’ and pursuing US Cold War foreign 
policy objectives into the 1970s. Th e outcome of their thinking was the 
idea of détente, based on developing a new relationship with the two 
most powerful communist states. Th e strategic objective was to gain the 
participation of the Soviet Union and China in a new international sys-
tem the White House was intent on constructing, based on the notion 
of ‘linkage’ politics, that would commit all participants to ensuring 
global stability: in return for applying their perceived infl uence with 

1 All footnoted documents are declassifi ed under US Freedom of Information Act. 
‘Truman had lost China, Kennedy had lost Cuba. Nixon was not about to lose Chile.’ 
CIA Director Richard Helms quoted in Munoz (2008: 67). 
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Th ird World nationalist and revolutionary states or movements to end 
confl icts (especially in Vietnam), and/or dampen down unrest in these 
regions, Moscow and Beijing would receive signifi cant economic and 
political rewards. Th us began a process of bridge building, highlighted 
by Nixon’s 1972 path-breaking trips to Beijing, which ultimately led 
to the restoration of full diplomatic relations, and to Moscow where 
he signed the Strategic Arms Limitations Treaty (SALT 1) and sought 
to enmesh the Soviets in a web of trade, technology, investment and 
mutual cooperation agreements with Washington (Garthoff , 1994: 279–
403; Isaacson, 1992: 399–438; Bowker and Williams, 1988: 30–61).

Th is new emphasis on geopolitics did not imply a downgrading 
of anticommunist ideology in the shaping of Nixon-Kissinger for-
eign policy, especially as it related to Western Europe. By the early 
1970s, Communist Parties were beginning to emerge as the potential 
contenders for political power in coalition governments, especially in 
Italy and Portugal, but also France and even in a post-Franco Spain if 
the Communist Party was legalized. ‘It is hard to imagine’, Kissinger 
told a group of US Ambassadors stationed in European capitals, 
‘that if one or the other of these [Communist Parties] takes control 
of a Western government, it will permit the democratic process to 
operate and thereby face the possibility that it may itself be removed 
from offi  ce. . . .’ (Kissinger 1999: 628). Railing against what came to be 
described as ‘Eurocommunism,’ he dismissed out of hand the idea of 
national Communist Parties pursuing foreign policies independently 
of the Soviet Union and willing to pursue their socialist objectives 
via the parliamentary system (Kissinger, 1979: 659). Th is was simply 
another means of promoting Soviet objectives on the continent ‘and a 
grave threat to the Western Alliance’ (Schneidman 2004: 146).

Embedded in Nixon and Kissinger’s carefully thought-out concep-
tual framework were two fl awed assumptions that contributed might-
ily to the ultimate unraveling of the détente strategy. First was a belief 
that the Soviet Union needed détente more than the US and would 
be willing to make greater concessions. It would be more receptive to 
‘self containment’ and accept that further eff orts to project its power 
globally, especially in the Th ird World, were inconsistent with détente. 
But as far as Moscow was concerned, the whole idea of détente was 
to reconstruct the international system in such a way that superpower 
competition could occur, especially in regions of the Th ird World out-
side of each other’s sphere of infl uence, without destabilizing eff ects. 
Second was the belief that Moscow was responsible for most of the 
instability in the Th ird World from which the US deduced, just as 
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unrealistically, that the Soviet Union was therefore in a position to 
wield maximum pressure on its allies (governments and movements) 
to weaken or eliminate their opposition to US political and economic 
interests. Here the White House confl ated Moscow’s close, fraternal 
ties to the likes of Vietnam’s Ho Chi Minh, Cuba’s Fidel Castro, and 
Angola’s Aghostino Neto with Soviet infl uence to dictate to these and 
other forces of nationalism and revolution in the Th ird World whose 
origins or accession to political power were overwhelmingly a function 
of internal or indigenous factors.

If an anticommunist outlook co-habited with geopolitics in pur-
suit of détente with the Soviet Union and China, when it came to 
Washington’s traditional sphere of infl uence in the Th ird World—Latin 
America—waging the Cold War and imperial ambitions continued to 
drive US policy initiatives. Determined to maintain a strong hold over 
its informal empire, the White House fashioned an interrelated tri-
partite strategy: a free market economic policy based on eliminating of 
decades of state regulations, selling off  public enterprises, expanding 
the opportunities for foreign investors and traders at the expense of 
domestic producers and markets, and imposing greater ‘discipline’ on 
workers to lower costs and intensify rates of labour exploitation; a 
military strategy geared to promoting and sustaining in power regimes 
supportive of this capitalist economic model and capable of resisting 
nationalist movements or toppling governments advocating alternative 
non or anti-capitalist development strategies; and a political strategy 
that actively promoted class movements and governments consonant 
with broader US regional objectives and interests.

At the beginning of the Nixon presidency, however, the region was 
viewed as marginal to the proposed new global architecture the new 
administration was intent on constructing. With typical arrogance, 
Kissinger lectured Chile’s Foreign Minister Gabriel Valdez in mid-
1969 on the global signifi cance he attached to the Western Hemisphere: 
‘Th e axis of history starts in Moscow, goes to Bonn, crosses over to 
Washington, and then goes to Tokyo. What happens in the South is 
of no importance’ (Dallek, 2007: 229). In a memo to senior White 
House offi  cials, Nixon defi ned the region as one of the ‘lower priority 
[foreign policy] items’.2

2 Memo to Haldeman, Erlichman and Kissinger, March 2, 1970. Reprinted in 
Oudes (1989: 99–100).
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In October 1969, the President had declared that ‘on the diplo-
matic level we must deal realistically with governments in the inter-
American system as they are’ irrespective of their origins or methods 
of rule—except for Cuba (quoted in James D. Cochrane, 1972: 282). 
Operationally this shift  to a policy of maximum fl exibility refl ected 
specifi c priorities: stability and security took precedence over democ-
racy and human rights; autocratic, anticommunist governments com-
mitted to political-economic agendas compatible with US interests 
and willing to work with the imperial state were rewarded with large-
scale economic and military aid; popular nationalist and social revo-
lutionary movements, and change-oriented regimes were the targets 
of economic embargoes and collaborative eff orts by Washington and 
internal opposition forces to crush the former and destabilize the lat-
ter. To achieve these outcomes, Nixon stressed the key role played by 
the region’s armed forces and the imperative of maintaining linkages 
with that most formidable of state institutions in every country in the 
hemisphere. ‘I will never agree with the policy of downgrading the 
military in Latin America’, he told a National Security Council (NSC) 
meeting in November 1970. “Th ey are power centres subject to our 
infl uence”.3

While such Faustian deals caused periodic concern among sec-
tors of the foreign policy establishment, eff orts to contest this Nixon-
Kissinger policy approach were limited, typically confi ned to a small 
number of individuals, and achieved few victories. When it came to 
elected or non-elected nationalist governments in the region attempt-
ing to assert greater control over their economies and societies, the 
majority of Congress was reluctant to challenge a White House that 
invoked the danger of ‘falling dominoes’, the need to prevent these 
situations being taken over by radicals and getting ‘out of hand’, and 
exaggerated the Soviet ‘threat’ to, on occasion, justify regime change 
based on the destructive application of covert subversion, fi nancial 
pressures, and economic and political sanctions.

During the early 1970s, with the Vietnam War drawing to a close, 
Washington refocused its gaze on the Western Hemisphere and began 
a sustained eff ort to reconsolidate its power and infl uence which had 
been weakened by the nationalist political transitions of the previous 

3 Memo of Conversation, National Security Council Meeting—Chile (NSSM 97), 
November 6, 1970. 
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period that brought to power a number of regimes intent on pursuing 
domestic and foreign policies that ran counter to the interests of the 
hegemonic power. Th e Nixon administration moved aggressively to 
confront perceived ‘hostile’ governments in Latin America, typically 
those intent on imposing limits on US investors within the national 
economy and pursuing a more independent foreign policy, or those 
engaged in large-scale socio-economic change designed to move the 
country out of the US regional political-economic orbit. ‘Outsider’ 
economic sanctions complemented ‘insider’ political-covert strate-
gies based on deepening of ties with key state institutions and societal 
institutions, separating them from the national project, and gaining 
their willing collaboration in achieving the imperial state objective-
regime change consummated via military coup. Th ese eff orts were soon 
rewarded as anti-communist military ousted these nationalist regimes 
and assumed political control. Th e Southern Cone was the epicentre 
of these pro-US ‘regime changes’ characterized by high levels of state-
authored repression and the implementation of a common [free mar-
ket] economic model based on increased fl ows of foreign capital, wage 
controls and a ‘disciplined’ labour force, in the process undermining 
previous eff orts to limit the activities of foreign multinationals in the 
pursuit of greater autonomy.

Chile: Keeping the Left  out of Power

By the end of the 1960s, the failure of the multibillion aid programme 
for Latin America (‘Alliance for Progress’), initiated by the Kennedy 
administration to satisfy popular expectations of social and economic 
change, triggered a new cycle of nationalist unrest accompanied by 
a distinct anti-foreign capital, anti-US tinge. Political and military 
forces advocating greater national control over economic resources 
and transforming or redefi ning relations with the regional hegemon 
assumed political power in Bolivia, Peru and Chile; formidable nation-
alist movements began to emerge in Argentina and Uruguay; while 
sympathetic regimes governed in Venezuela, Ecuador and Colombia. 
Th ese developments, warned an NSC study, indicated, ‘a readiness to 
experiment with radical and extremist solutions’ hostile to American 
interests (quoted in Schmitz, 2006: 93).

Th e organizational focal point of this nationalist resurgence was 
the Andean Pact signed by the governments of Chile, Bolivia, Peru, 
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Ecuador, and Colombia in May 1969 which represented the latest 
hemispheric eff ort at regional economic integration. Th e agreement 
delineated three areas of central concern: the elimination of barriers to 
reciprocal intraregional trade; the establishment of a common external 
tariff ; and the hammering out of joint economic planning strategies. 
Th e centrepiece of the project was a foreign investment code (Decision 
24) intended to limit the infl uence and impact of foreign investors 
within the member economies. Despite the formidable array of prob-
lems in the hemisphere, the Pact took hold and came to embody the 
new ethos of economic nationalism. Th e reason for its initial suc-
cess was simple: the policies of each member state were compatible 
with the larger project of a common market to promote national
industrialization.

Th e view from the White House was that modifi cations in trade 
ties and the growth of national industry that did not pose a challenge 
to US hegemony could be accommodated. But the internal changes 
in some of the regimes that underwrote this regionalist strategy also 
implied a shift  toward greater autonomy vis-à-vis the US. Th e com-
bination of support for a regional economic bloc, structural changes 
in the domestic political-economies, the nationalization of properties 
owned by American investors, and the shift  to a more independent 
foreign policy were not changes that Nixon was prepared to tolerate, 
making such regimes vulnerable to destabilizing counter-measures by 
the imperial state. Th e linchpin of this resurgent hemispheric nation-
alism, and the prime target of Washington’s antagonism, was the 
democratic socialist government of Salvador Allende in Chile. In the 
words of an NSC staff  memo, if allowed to consolidate its rule, such 
a government “would create considerable political and psychological 
losses to the US: hemispheric cohesion would be threatened; sources 
of anti-US policy would be consolidated in the hemisphere”; and it 
would be a Cold War victory for the Soviet Union (Kissinger, 1979: 
668). To Nixon and Kissinger, the Chilean election had produced a 
‘cancer’ or ‘poison’ that had to be eliminated lest it spread uncontrol-
lably through the whole regional ‘body politic.’4 Given that détente 

4 Transcript of Conversation between President Nixon, Mexican President Luis 
Echeverria Alvarez and Alexander Haig Jr, June 15, 1972, Conversation No. 735–1, 
Cassette Nos. 2246–2248, Oval Offi  ce, White House, Th e Nixon Tapes, National 
Security Archive, Washington, D.C. Senior administration offi  cials were attracted to 
medical metaphors in discussing the interrelated issues of communism and the “prob-
lem of Chile” in Latin America.
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was in part premised on both superpowers acknowledging each others 
authority within their respective ‘spheres of infl uence’, what followed 
was a White House decision to mobilize all of the resources at its com-
mand to destabilize and topple this elected regime from power, in the 
process severely weakening a regionalist pact that sought to place new 
limits on foreign capital accumulation and the US presence in Latin 
America.

As Chile’s major political parties began mobilizing for the 1970 presi-
dential elections during the last year of the Frei presidency, Washington 
policymakers once again expressed their concerns about the possibility 
of the left  gaining national political power. Having funded a major 
covert action programme to, successfully, forestall this outcome in 
1964, the idea of a government led by Salvador Allende had no more 
appeal six years later—even though there was a greater reluctance 
this time around, especially in the State Department, to replicate the 
massive electoral intervention in support of the Christian Democratic 
Party (PDC) presidential candidate, Eduardo Frei. At the same time, 
senior State offi  cials in the Bureau of American Republic Aff airs (ARA) 
were willing to support low-level anti-Allende covert political initia-
tives. In March 1970, a memo from ARA’s John Crimmins requested 
that the interagency ‘40 Committee’ endorse such a proposal as long 
as it targeted the left ist Popular Unity (UP) coalition and could not 
be interpreted as providing support to the right-wing National Party 
candidate, Jorge Alessandri. ARA was above all fearful of the regional 
consequences of a UP government, that it would bolster ‘extremist 
groups in other countries—most immediately, Bolivia and Peru’.5 Th e 
CIA, on the other hand, also advocated the need for covert interven-
tion but in more traditional Cold War terms: an Allende win was ipso 
facto a win for the Soviet Union and therefore a ‘major strategic set-
back’ for the US. To prevent this outcome would send a clear message 
to Moscow as to “our determination [to] rebuff  any Soviet attempt [to] 
establish another beachhead in the Western Hemisphere”.6

By mid-year, the White House had designated Chile as a ‘high prior-
ity’ issue. In late July, President Nixon requested an urgent interagency 
(National Security Study Memorandum 97 or NSSM 97) review of how 
the US should respond to an Allende presidency.7 Within a week, the 

5 Memo, Crimmins to Johnson, March 17, 1970. 
6 Memo, CIA, from Santiago for the DCI, May 5, 1970. 
7 National Security Study Memorandum 97, July 24, 1970. 
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CIA had produced a National Intelligence Estimate (NIE) on Chile 
detailing the problems Washington was likely to confront depending 
on the outcome of the September elections. Although bilateral rela-
tions would not be trouble-free if either Jorge Alessandri (National 
Party) or Radimiro Tomic (PDC) became president, both ‘appear 
persuaded of the value of good relations with the US’. By contrast, 
an Allende government dominated by he Socialist and Communist 
Parties would produce ‘much greater’ problems. Apart from the threat 
to US economic interests in Chile it will likely pose a direct challenge 
to the US in Latin America and globally which will be ‘extremely dif-
fi cult to manage’. Th ese range from normalizing relations with Cuba 
and increasing ties with the socialist bloc countries to adopting an 
‘openly hostile’ or neutral stance on key issues involving ‘East-West 
confrontation’ at the UN and in ‘world aff airs generally’.8

Soon aft er, the interdepartmental group (IG) approved NSSM 97, 
which, for all practical purposes, supplanted the NIE. Its major con-
clusions treated a Socialist Chile as a threat to US interests in some-
what more measured terms, stating that it would not pose a direct 
threat to ‘vital [US] national interests within Chile’; nor would it ‘sig-
nifi cantly alter’ the global military balance of power. Th is, however, 
did not exclude the likelihood of ‘tangible economic losses’ and sig-
nifi cant ‘political and psychological costs’ if the election resulted in 
the worst case outcome.9 Nonetheless, the Principal Deputy Assistant 
Secretary of State John Hugh Crimmins, who chaired the IG meetings, 
recalled a consensus that ‘the world was not going to come to an end’ 
if Allende won and the White House ‘should sort of live with that 
situation’. Chile’s democratic political culture would ensure that ‘there 
was another election down the line’.10

Washington’s least favoured outcome was confi rmed on September 
7 when Allende and the UP coalition won a narrow victory over the 
National Party’s Alessandri. Th e CIA’s Directorate of Intelligence pro-
duced a same day assessment which basically repeated the conclusions 
of NSSM 97 and followed it up with a paper for discussion at a ‘40 
Committee’ meeting to assess the possibilities for reversing the elec-
tion result. Th e military coup option was ruled out on the grounds 

 8 CIA, National Intelligence Estimate, July 30, 1970. 
 9 Memo, National Security Council, August 20, 1970. 
10 Interview with John Hugh Crimmins, Foreign Aff airs Oral History Program, 

Association for Diplomatic Studies, Arlington, VA.
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that the armed forces are ‘incapable and unwilling to seize power’. 
Th e Agency was almost as pessimistic about a political strategy, which 
would require the ‘unqualifi ed support’ of outgoing president Eduardo 
Frei to ‘corral’ suffi  cient PDC and Radical party votes in Congress 
to elect Alessandri. And while US may have a ‘crucial’ role to play it 
must be confi ned to ‘backstopping a Chilean eff ort’. Whether the US 
should become involved or not is ‘the crux of the issue’, NSC staff er 
Viron Vaky wrote in a memo to Henry Kissinger. He suggested that 
the ‘risks’ of an Allende government ‘outweighed’ the possible unan-
ticipated consequences that might fl ow from direct US intervention 
to countermand the election vote. While conceding that Allende “is 
a serious problem that would cost us a great deal”, Vaky was not 
convinced that the UP leader posed any kind of ‘mortal threat to the 
US’ or that this was the start of ‘dominos falling’ in the region. “Th e 
impact of [a] Marxist state in the rest of Latin America”, he believed, 
“is containable”.11

Th is was not an assessment that the President wanted to hear. 
Returning from leave just days aft er the election, State’s John Crimmins 
encountered a White House that “had gone ape about this—ape. Th ey 
were frantic, just besides themselves”.12 On September 15, Richard Nixon 
denounced Allende’s victory at a meeting with Central Intelligence 
Agency (CIA) Director Richard Helms and Kissinger. Terming the 
result ‘unacceptable to the US’, the President instructed the head of 
the covert agency “to prevent Allende from coming to power or to 
unseat him by whatever means possible”. Th e White House, according 
to Helms’ handwritten notes of the conversation, was determined to 
‘save Chile!’ irrespective of the ‘risks involved’, and in order to achieve 
this objective it was necessary to “make the economy scream”.13 Th e 
CIA Director recalled that attempting to tell Nixon that no Agency 
offi  cial though it was possible to prevent Allende from being inau-
gurated as President in early November ‘was like talking into a gale’ 
(Frost, 1981: 116).

If Nixon, in Kissinger’s words, ‘was beside himself ’ over the election 
outcome, and took out his frustration on Helms, a similarly apoplectic 

11 Memo, Vaky to Kissinger, September 14, 1970. 
12 Interview with John Hugh Crimmins.
13 Quoted in US Congress, Senate, Select Committee to Study Governmental 

Operations, Alleged Assassination Plots Involving Foreign Leaders, 94 Cong., 2nd 
Sess., Report No. 94–465, November 20, 1975, pp. 227, 228.
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NSC Adviser directed his wrath at the relevant foreign policy agen-
cies whom he accused of engaging in “a complicated three cornered 
minuet that kept the problem from high level attention”, singling out 
the State Department’s Latin American Bureau for not “put[ting] the 
chips on anybody” and dismissing the possibility of an Allende vic-
tory (quoted in Dallek, 2007: 323). He conjured up the specter of dire 
global and regional consequences for the US if the vote was allowed 
to stand. Internationally, it had major implications for the future suc-
cess of Communist Parties in Western Europe. An NSC aide recalled 
that Kissinger was especially preoccupied with the growing political 
support for the Italian Communist Party and the negative message 
communist participation in Chile’s democratic electoral process, and 
its acceptance of the result, would send to the Italian voter (Hersh, 
1983: 270; Kissinger, 1990: 622). Beyond warnings about the threat 
of ‘falling dominoes’ across southern Europe, Kissinger also situated 
Allende’s election and the US response ‘against the backdrop of the 
[pro-Moscow] Syrian [government’s] invasion of Jordon and our 
eff orts to force the Soviet Union to dismantle its installation for ser-
vicing nuclear submarines in the Caribbean’ (Kissinger, 1979: 654). 
Closer to home, its location in the heartland of South America and 
the democratic origins of the socialist-communist coalition election 
victory posed a even greater threat to US regional interests than had 
the Cuban Revolution during the 1960s. What happened in Chile 
had the potential to “undermine our position in the entire Western 
Hemisphere. . . .” (Kissinger, 1979: 657).

Th e day aft er Richard Helms was given his marching orders, Henry 
Kissinger held a White House briefi ng in which he spelled out the 
broader strategic implications of the election result. Prefacing his 
remarks with the assertion that an ‘irresponsible’ populace had almost 
certainly doomed Chilean democracy because Allende was ‘probably a 
Communist’ who headed a ‘non-democratic party which tends to make 
his election pretty irreversable’, a gloomy NSC Adviser then launched 
into a discussion of the ‘threat’ that a communist Chile posed to the 
hemisphere, singling out for particular attention Argentina (‘which 
is already deeply divided’), Peru (‘which has already been heading in 
directions that have been diffi  cult to deal with’) and Bolivia (“which 
has already gone in a more left ist, anti-US direction’). Implicitly treat-
ing Allende’s democratic electoral victory as akin to the Soviet Union 
forcibly establishing a client regime in one of its Eastern European 
satellites, he issued an ominous warning: “. . . I don’t think we should 
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delude ourselves that an Allende takover in Chile would not present 
massive problems for us, and for democratic forces and for pro-US 
forces in Latin America, and indeed to the whole Western Hemisphere”. 
Washington’s dilemma, however, was that current circumstances were 
not favourable to implementing its policy goal. Realistically, Kissinger 
acknowledged, “the situation . . . it not one in which our capacity for 
infl uence is very great at this particular moment now that matters have 
reached this particular point”.14

Th at said, having failed to prevent the left ’s political victory, the 
White House was determined to overturn the result if at all possible. 
Mobilizing resources to prevent Allende’s inauguration as President, 
Nixon authorized a two-track strategy. Track 1 consisted of a political, 
economic and propaganda programme to induce the opposition forces 
to block a formal transfer of power. Track 2 concentrated on eff orts 
to foment a military coup.15 In a telegram to Santiago on September 
28, the head of a special CIA task force on Chile, “instructed his team 
that every plot, however bizarre must be explored to prod the military 
into action” (quoted in Streeter, 2004: 7). Kissinger was skeptical about 
a successful covert operation, terming it a ‘long shot’ made worse by 
‘bureaucratic resistance’ especially from a ‘timid and unsympathetic’ 
State Department.16 Not surprisingly, given their relative lack of enthu-
siasm, the senior ARA offi  cials were kept pretty much in the dark about 
Track 2 programmes.17 Although the odds were against it, Kissinger 
directed Ambassador Edward Korry in Santiago to inform the Chilean 
military leadership that ‘we do not want them to be deterred by what 
they may feel is any ambiguity with respect to our attitude toward the 
election of Allende’ and that if they did block such an outcome the 
reward would be increased military aid.18 Meanwhile, the NSC Adviser 
began chairing interagency meetings to devise a programme of eco-
nomic sanctions in the event Allende’s election was confi rmed by the 
Chilean Congress. “Th e whole purpose of the meetings”, an adminis-
tration source recalled, “was to ensure that the various aid agencies and 

14 US Congress, Senate, Committee on Foreign Relations, Subcommittee on Multi-
national Corporations, Multinational Corporations and United States Foreign Policy, 
Part 2, 93rd Cong, March 20, 21, 22, 27, 28, 29, and April 2, 1973, pp. 542–543 (my 
emphasis).

15 See US Congress, Alleged Assassination Plots Involving Foreign Leaders, pp. 229–254.
16 Memo, Kissinger to Nixon, September 17, 1970.
17 Interview with John Hugh Crimmins.
18 Memo, Kissinger and Alex Johnson to Ambassador Korry, October 7, 1970.
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lending agencies were rejiggered to make sure that [Allende] wasn’t to 
get a penny” (quoted in Hersh, 1974: 19).

Having failed to prevent Allende’s accession to the presidency, 
the Nixon White House redoubled its eff orts to make certain that a 
government they viewed as a profound threat to US interests in Chile, 
in Latin America, and globally, did not complete its six-year term of 
offi  ce. US policy was not determined by any particular policy decision 
taken by the Allende government but derived from a commitment to 
oppose structural ideological developments: the transformation of Chile 
into a democratic socialist society. Although the changes envisioned 
were likely to restrict the capacity of US capital to expand in Chile, the 
nationalization of American property interests, wrote Kissinger, “was 
not the [primary] issue”. While all of the foreign policy departments 
were committed to seeking redress for aff ected US investors, the inter-
ests and responsibilities of the imperial state were not identical to that 
of its overseas capitalist class in Chile. “We have the national interest 
to think about of ”, he told a group of US corporate executives who 
supported Treasury Secretary John Connally’s proposal for negotiat-
ing a quiet government bailout of the corporations and an ‘expropria-
tion peace’ with Allende (Kissinger, 1979: 656; Morris, 1977: 241–242). 
What the White House refused to countenance was nationalization of 
US economic interests in a country where nationalization was linked 
to a socialist, anti-capitalist development strategy.

With Allende seemingly assured of victory in the congressional vote 
on October 24, as a result of post-election guarantees negotiated with 
the PDC, and in the absence of propitious conditions for a military 
coup, formulating a strategy for dealing with the UP in government 
now became all the more imperative. A number of key assumptions 
informed the subsequent policy debate. First, given his ‘profound anti-
American bias’, Allende and the UP ‘[are] likely to lead opposition to 
US infl uence in the hemisphere, to promote policies counter to ours 
and to seek the adoption of a neutralist Th ird Word stance by Latin 
America’. Second, the new government will almost certainly deepen 
relations with Cuba, the Soviet Union, and the socialist bloc, thereby 
creating an ‘entry point’ for these countries to expand their infl uence 
in the hemisphere. Th ird, US investments in Chile will ‘almost cer-
tainly’ be expropriated in due course, possibility without compensa-
tion. Fourth, the simple reality of a Marxist government in Chile “is 
likely to encourage elements opposed to us in other Latin American 
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countries. . . .”19 While the State Department expressed particular con-
cern over a possible Chilean ‘turn’ to the Soviet Union for military 
and economic aid, the CIA assessment was that closer relations with 
Moscow, however, would not lead Allende “to make Chile a Soviet 
vassal . . . or submit to Soviet domination”.20

At the end of October, Kissinger received an ‘Options Paper on Chile’ 
prepared by the State Department in consultation with the Department 
of Defense (DOD) and the CIA for future consideration by the NSC 
which spelled out in much greater detail than earlier memos, policy-
makers’ assumptions regarding an Allende government’s regional 
and global policies. In addition to its “profound anti-American bias” 
that will translate into eff orts to ‘extirpate’ the US presence in Chile 
and challenge its infl uence in the rest of the hemisphere, it is likely 
to exploit the OAS “as a forum for advancing its interests principally 
at the expense of the US”, to encourage other countries in the region 
to replicate the Chilean experience, to “become a haven for Latin 
American subversives”, and will certainly re-establish diplomatic and 
economic ties with Cuba. Internationally, it will expand its relations 
with the socialist bloc countries in Asia and Eastern Europe while at 
the same time seeking ‘to avoid dependence’ on the Soviet Union. Th is 
presents a potential security threat to the Western Hemisphere if it 
leads to a developing military relationship between Santiago and the 
Communist world that can only worsen if Chile adopts an ‘actively 
hostile’ stance toward inter-American organizations.21

When offi  cials in State’s ARA and Policy Planning Bureaus received 
copies of the ‘Option Paper,’ they responded coolly to its more pro-
vocative policy implications. In a briefi ng memo to Secretary William 
Rogers, on the day of Allende’s inauguration (November 3), in prepa-
ration for an NSC meeting on Chile that aft ernoon, they agreed that 
the election result was ‘clearly a setback for the US’ but counseled that 
Washington should think carefully about how it treats a democrati-
cally-elected government in a region where nationalism is on the rise, 
fuelled in large part by a perception of ‘US domination’. An approach 
based on ‘overt’ hostility in preference to a more ‘restrained’ posture, 

19 Memo, Vaky to Kissinger, October 18, 1970.
20 Telegram, Under Secretary of State Irwin to All ARA Diplomatic Posts, October 

22, 1970; Memo, CIA, ‘Special Report,’ October 21, 1970.
21 Options Paper on Chile, October 28, 1970.
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the memo argued, risked the possibility of ‘even more serious losses 
for us in the hemisphere and elsewhere in the world’. Moreover, 
Washington’s ability to infl uence developments in Chile by any means 
short of direct military intervention over the next several months was 
“marginal at best and could be seriously counterproductive”.22

As for Moscow’s response to Allende’s confi rmation as President, 
State’s Bureau of Intelligence and Research (BI&R) reported that the 
Soviet Union seemed determined not to ‘unduly provoke’ Washington 
by avoiding any commitment that might be interpreted as helping the 
UP to consolidate its hold on political power. Rather, it had adopted 
a conservative approach to developing ties with the regime character-
ized by ‘friendly but not eff usive public’ support. BI&R attributed this 
posture not only to the commitments under global détente but also to 
Moscow’s own domestic economic problems, its existing major inter-
national fi nancial commitments to Th ird World allies, and its concern 
over the survival prospects of the Allende government, especially given 
Washington’s vehement hostility.23

In his Council offi  ce, Henry Kissinger was projecting a much darker 
scenario. A November 5 memo to the President prior to a second NSC 
meeting on Chile the next day spelled out the dimensions of ‘one of 
the most serious challenges ever faced in this hemisphere’. Describing 
Allende as “a tough dedicated Marxist . . . with a profound anti-US 
bias”, Kissinger hyperventilated that his ‘consolidation in power’ 
would lead to the establishment of “a socialist, Marxist state in Chile”, 
the total loss of US infl uence not only in Chile but throughout the 
region, and a deepening of ties between Santiago and the socialist bloc. 
Th e consequences of regime consolidation would be bilateral, regional 
and global: the billion dollar US investment stake will be immediately 
threatened together with the prospect of a default on the approxi-
mately $1.5 billion in debt owed to the US government and US private 
banks; “Chile would probably become a leader of opposition to us in 
the inter-American system . . . and a focal point for subversion in the 
rest of Latin America” and the global impact of a successful democrati-
cally elected Marxist government, “especially in Italy”, could have a 
multiplier eff ect “signifi cant[ly] aff ect[ing] the world balance and our 

22 Early [undated] November 1970, Briefi ng Memorandum, ARA, Robert Hur-
witch, Acting and S/PC Arthur Hartman to S/S Rogers, for NSC meeting on Chile, 
Nov 3, 1970.

23 Intelligence Note, BIR, INR/USSR and EE, Dir IM Tobin, October 30, 1970.
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own position in it”. Th us, Kissinger cautioned against taking a “benign 
or optimistic view of an Allende regime over the long term” and seek-
ing some kind of accommodation on the grounds that domestically 
such an approach ‘plays into his game plan’ and, worse still, a socialist 
Chile linked to Moscow and Havana “can be even more dangerous for 
our long-term interests than a very radical regime”. His recommenda-
tion is predictable: “oppose Allende as strongly as we can and do all 
we can to keep him from consolidating power”.24

On November 6, Nixon and his senior foreign policy offi  cials gath-
ered in the Cabinet Room of the White House to discuss the ‘problem 
of Chile.’ It quickly became clear that the President himself was preoc-
cupied with the potential regional and global consequences of a con-
solidated left -wing government in Santiago and, as such, gave short 
shrift  to those in State and the CIA who contemplated an accommo-
dation, under certain circumstances, with this democratically-elected 
regime. Under Secretary of State John Irwin set the tone of the meeting 
in his opening sentence. “Th e problem is”, he told the room, “how to 
bring about his [Allende’s] downfall”. Th is, he continued, can only be 
achieved in collaboration with internal forces opposed to the regime 
given the limits on “our capability to do it [alone]’. Hostile initiatives 
should only taken “if we can be sure [they] will have a signifi cant eff ect 
on the internal forces there in a way that will hurt Allende and prevent 
his consolidation”. To the President it was “all a matter of degree”. 
If the UP government “is able to get away with” its socialist strat-
egy, it will embolden other Latin governments who are “sitting on 
the fence”. What the region’s democracies thought was irrelevant; the 
main ‘game’, said Nixon, is in Argentina and Brazil, both governed by 
military dictatorships.

For Nixon, an even worse scenario than Allende’s election would 
be his ability to consolidate his hold on power and project a posi-
tive global image of Chilean socialism. Determined to prevent this 
happening, he settled on a two-pronged strategy: maintaining a cool 
and correct public relationship but privately sending ‘the message’ 
that Washington opposes his government and also let other Latin 
American leaders or potential leaders know they are asking for ‘trou-
ble’ if they think “they can move like Chile and have it both ways”. 
At this point, he told the assembled offi  cials, Chile is ‘gone’ because 

24 Memo, Kissinger to President, November 5, 1970.
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Allende “isn’t going to mellow”. So, we should try to “hurt him” in 
any way possible. “I want them to know our policy is negative”, Nixon 
impressed on those present. ‘Th ere should be no guarantees’. Likewise, 
it should be made absolutely clear to other governments in the region 
that any attempt to replicate what happened in Chile would not be 
tolerated. “No impression should be permitted in Latin America that 
they can get away with this, that it’s safe to go this way”.25 Following 
the meeting, Nixon informed his senior policy offi  cials that the public-
private tracks would be accompanied by ongoing consultations with 
the military rulers in Argentina and Brazil, greater eff orts to ensure 
good relations with other pro-US military dictatorships, and attempts 
to coordinate anti-Chile regional actions.

Indeed, the constraints and options that Nixon policymakers faced in 
devising a policy for Chile were partly dictated by the course of events 
in the region where the political landscape at the time of Allende’s 
election provided opportunities for containing any revolutionary 
‘multiplier’ so long as they were tempered by a realistic appreciation 
of the need to accommodate diff erent non-socialist nationalist devel-
opment models. Th e two countries that played a key role in White 
House eff orts to contain Chile were Brazil, a major ally and Peru, a 
possible adversary.

With the advent of a Marxist Chile, US policymakers increasingly 
viewed the Brazilian generals and their repressive economic develop-
ment ‘model’ as a counterweight to the Chilean experiment, and as 
Washington’s most important regional partner in contesting the forces 
of political and economic nationalism on the continent. Testifying 
before Congress in mid-1971, Assistant Secretary of State for Inter-
American Aff airs Charles Meyer characterized Brazil’s development 
record as ‘transcendental’.26 Some months later, during a White House 
meeting, an approving Nixon told British Prime Minister Edward 
Heath that the generals “helped rig the [November 1971] Uruguayan 
election” to prevent the left -wing Frente Amplio winning political offi  ce 

25 Memo of Conversation, NSC Meeting-Chile (NSSM 97), November 6, 1970; 
Memo, Kissinger to Secretary of State, et al., Policy Toward Chile—NSDM 93, 
November 9, 1970.

26 US Congress, House, Committee on Foreign Aff airs, Subcommittee on Inter-
American Aff airs, New Directions for the 1970s—Part 2: Development Assistance 
Options for Latin America, 92nd Cong., 1st Sess., February 18, July 12, 19, 26, 27 and 
August 4, 1971, p. 265.
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and creating “another Chile” in Latin America. Brazil, he emphasized 
was “the key to the [region’s] future”.27

In the case of Peru, the Nixon administration was initially more con-
cerned with neutralizing, not toppling, a possible adversary. In 1968, 
a military coup in Peru brought to power a nationalist and anticom-
munist military junta intent on expanding relations with the social-
ist bloc as part of a more independent foreign policy and committed 
to a programme of dynamic capitalist-industrial development ‘from 
above’. Th e latter translated into a policy of selective reforms and sec-
toral nationalization but one that was not incompatible with private 
foreign and domestic capital investment. Th e intent was to redefi ne, 
not eliminate, the country’s dependence on foreign capital. Overseas 
investors were welcome, and off ered new concessions, provided they 
adhered to the new “rule of the economic game” (reinvested profi ts, 
specifi c economic sectors off  limits to foreign investors, etc.). Th e 
sticking point for Washington, however, was the military’s decision 
to expropriate, without compensation, the US-owned International 
Petroleum Company (IPC).

Ultimately, an accommodation was reached because, unlike Chile, 
the Peruvian military were not engaged in a socialist transformation; the
nationalists generals’ process of change was based on modifying the
terms of its dependency relationship with the outside world while 
promoting national industrialization that included a role for foreign 
capital, compensation to some nationalized US property holders, a con-
tinued willingness to negotiate on the IPC issue; and new concessions 
to foreign capital including major US and foreign companies in the 
petroleum, mining and industrial sectors. In other words, the nation-
alist generals were intent on redefi ning, not eliminating, the country’s 
dependence on foreign investment. Or, as NSC adviser Kissinger told 
his colleagues at a Senior Review Group (SRG) meeting on Chile in 
late October 1970, “we judged that Velasco was a nationalist but not 
unreasonable and that we could keep some lines open to him”.28

By late 1971, Nixon policymakers began to distinguish between 
changes within capitalist property relations in Peru and changes away 
from capitalism in Chile. Kissinger described the Allende challenge as 

27 Memo, “Th e President’s File,” From Kissinger, December 21, 1971, NSA. Kissinger 
himself wrote that developing a “special relationship” with Brazil would “serve as a 
pattern for the dealings of the US with other nations of the hemisphere.” Kissinger 
(1979: 738).

28 Senior Review Group Minutes, ‘Summary of Conclusions,’ October 29, 1970.
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‘fundamentally diff erent’ from Peru’s capitalist modernization-from-
above strategy based on restricted mass mobilization from below 
(Kissinger, 1979: 657). Moreover, a policy of intransigent opposition 
in the absence of any signifi cant pressure points in the regime might 
conceivably provoke the Peruvians to take measures replicating the 
Chilean pattern. Th is key political distinction became the basis for 
negotiating US property nationalizations in one instance and mak-
ing them a reason for confrontation on the other, and helped explain 
the shift  to a more fl exible approach in dealing with Peru—as part 
of a policy designed to isolate Chile from the rest of the hemisphere. 
In June 1973, Secretary of State William Rogers made an offi  cial visit 
Peru and declared Washington’s support for the military junta’s ‘con-
structive nationalism’ (Business Latin America, 1973: 179).

Th e existence of democratic-socialist Chile dictated the elabora-
tion of a fl exible regional policy to meet what Nixon policymakers 
defi ned as a fundamental challenge to US hegemony within its tradi-
tional sphere of infl uence. Th is meant coming to terms with Peruvian 
nationalism while moving to expand and deepen its ties to Brazil, 
promoting that nation as the regional powerhouse supportive of its 
Northern neighbor’s larger policy objectives in Latin America. “If the 
idea gets around in Brazil and Argentina that we are playing along 
with Allende”, said Kissinger, “we will be in trouble”.29

Destabilizing Allende: Th e ‘Outsider’ Strategy

Th e Chilean economy’s vulnerability to US pressures provided a natu-
ral target for the Nixon administration as it set about implementing 
a multi-track destabilization policy. Washington’s ability to make the 
economy ‘scream’ was immensely facilitated by two key factors: a cop-
per industry, accounting for approximately 90 percent of the country’s 
foreign exchange earnings, largely controlled by American corpora-
tions; and Chile’s extensive dependence on funds from US public and 
private sources, as well as US-infl uenced multilateral development 
banks (World Bank, Inter-American Development Bank) and inter-
national fi nancial institutions (International Monetary Fund), both 
for day to day operations and long-term development projects. Th e 

29 Senior Review Group Minutes, ‘Summary of Conclusions,’ October 29, 1970.
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potential consequences for the UP government of these and other sus-
ceptible pressure points would soon become all too obvious.

Following Allende’s inauguration, the US government systemati-
cally went for the economic jugular. First, it terminated all bilateral 
economic (but not military) aid to an economy that, on a per capita 
basis, had been the largest recipient of Alliance for Progress funds dur-
ing the 1960s. Second, it imposed a spare parts embargo that was par-
ticularly devastating for a country whose agroindustrial infrastructure 
was overwhelmingly dependent on purchases of these materials from 
American fi rms (NACLA, 1973: 20–21, 26–27).

Th is cutoff  had a profoundly negative impact on the pivotal cop-
per industry’s production levels and foreign exchange earnings. Th ird, 
between 1970 and 1972, Nixon policy resulted in a precipitous decline 
in short term US commercial credits (from 78.4 to approximately 
6.6%) which further aff ected the Allende government’s ability to pur-
chase replacement parts and machinery for the most critical economic 
sectors—copper, steel, petroleum, electricity and transportation. 
Fourth, the White House sought to limit Chile’s access to capitalist 
bloc export markets, most notably in its partially successful eff ort to 
place an embargo on Chilean copper sales to Western Europe. Fift h, 
Washington successfully mobilized support within the global and 
regional banking institutions for a virtual cutoff  of all loans from these 
sources for the whole period of UP rule. “Our job”, recalled Kenneth 
Guenther, US Alternate Executive Director in the Inter-American 
Development Bank, “was to make sure that not one shekel left  the 
bank for Allende and for Chile”.30

Washington also lobbied Chile’s foreign creditors to participate in 
its global credit squeeze on the basis of Chile’s “lack of creditworthi-
ness”, highlighting domestic economic problems that, in large part, 
could be attributed to US sanctions. Moreover, at the same time as 
the White House was denying Chile access to traditional sources of 
external funding, it instituted its own debt squeeze, demanding that 
interest payments on that part of the debt owed to US government 
agencies (accumulated prior to 1970) be made exactly on schedule as 
compared with the extremely fl exible arrangements that operated dur-
ing the 1960s. Around half of Chile estimated $3.83 billion foreign 

30 Interview with Kenneth Guenther. Foreign Aff airs Oral History Program, 
Association for Diplomatic Studies, Arlington, VA.
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debt as of December 1970 was owed to US government agencies and 
US private lenders (Economist Intelligence Unit, 1973: 15). During the 
1972 Paris Club meeting of Chile’s creditors, the US justifi ed its refusal 
to sign a bilateral rescheduling agreement (the only nation to do so) 
on the grounds of the UP government’s failure to reach an agreement 
on compensations terms for expropriated US properties.

Unlike the credit, fi nancial and trade squeeze, which denied new 
economic resources to the government, the debt squeeze sought to 
extract fi nancial resources from Chile. By demanding payments on 
schedule, US policymakers had a ‘no loss’ strategy in mind: if Chile 
paid up it would have to divert scarce funds from popular programmes 
and development projects; if Chile did not pay, its international credit 
rating would fall, new loans from non-US sources would not be forth-
coming, and the loss of funds to fi nance of imports would cause an 
economic decline generating political discontent.31 With little alter-
native but to meet these increased debt obligations, the government 
was forced to draw on the country’s foreign exchange reserves just to 
keep many of its development and social programmes operating—at a 
time when the world market price for copper was falling (and did not 
recover until mid-1973).

In a porous, dependent society like Chile, these mutually reinforc-
ing US economic sanctions were a formidable instrument in shift ing 
the internal balance of power against the new government. Over time, 
Nixon policy was able to identify gradual economic deterioration 
with internal government policy, thus creating the basis for polarizing 
Chilean society in a manner favourable to the large property owning 
groups and the anti-left  political forces.

Allende’s eff orts to cope with the economic problems resulting from 
US sanctions, based on fi nding alternative sources of funds and new 
trading partners, were ultimately not adequate to the task. Th e Soviet 
Union’s political support did not translate into signifi cant levels of 
economic aid primarily because Moscow was concerned about the sur-
vival prospects of the regime given Washington’s hostility, and did not 
want to become embroiled in a major confl ict with the US in its his-
toric sphere of infl uence and thus risk undermining the new relation-
ship that was being developed under détente. As well, the Brezhnev 

31 For a discussion of the Nixon administration debt strategy, see Department of 
State, Bureau of Public Aff airs, Historical Offi  ce, United States Policy Toward Chile, 
November 1971–September 1973, Research Project No. 1047-A, May 1976, 43pp.
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government (1964–1982) had largely jettisoned the Khrushchev era 
strategy of using economic aid to cultivate political alliances in the 
Th ird World, while paying little or no attention to the needs of the 
domestic economy (Miller, 1989: 127–47; Nogee and Sloan, 1979: 
339–368). As a result, Allende could not at one and the same time 
honor past external obligations, meet current economic pressures, and 
develop the economy that, in turn, severely aff ected his government’s 
ability to budget, plan programmes, and pursue a coherent economic 
policy.

Destabilizing Chile: Th e ‘Insider’ Strategy

Th e eff orts to realize economic dislocation in Chile were paralleled by 
the deepening of ties between the US and critical sectors of the Chilean 
state and civil society. Th e objective was to weaken the capacity of the 
state to realize a nationalist development project, and to enlist these 
forces in support of US policy goals. Th e interagency ‘40 Committee’ 
approved funds for a multi-track covert programme that included 
‘political action to divide and weaken’ the UP coalition, expanding 
contacts with the armed forces, and ‘providing support to non-Marxist 
opposition political groups and parties’ as well as anti-Allende media 
outlets.32 To maximize such eff orts, the Nixon administration made 
a conscious decision not to rupture diplomatic ties with the Allende 
government that enabled it to collect information, lend support to the 
political opposition, mount a devastatingly eff ective covert action pro-
gramme, and facilitate the fl ow of fi nancial resources to those internal 
forces sympathetic to its ultimate ‘state against regime’ strategy.33

Th e circumstances of Allende’s accession to the presidency promised 
to create formidable institutional obstacles to the new government’s 
eff orts to implement a wide-ranging programme of social and eco-
nomic change in Chile. Th e UP achieved offi  ce in a context of divided 
political power. Control over the executive branch did not extend to 
most of the other key state and political institutions. Congress remained 
under opposition control, and time and again was responsible for 
blocking key legislation proposed by the executive (e.g. bills to intro-
duce a progressive income tax). Th e Judiciary remained an opposition

32 Memo, Kissinger to Nixon, November 25, 1970.
33 For an extended discussion of the ‘state-regime’ distinction, see Morley (1994: 

1–32).
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stronghold throughout the Allende presidency. In return for PDC 
votes to confi rm the September 1970 election outcome, Allende guar-
anteed that those offi  cials who staff ed the Bureaucracy in previous 
governments would retain their positions which eff ectively meant that 
the opposition had allies inside the government who were in a position 
to slowdown or sabotage the implementation of UP programmes. Th e 
pre-election guarantee also extended to the Mass Media (newspapers, 
television, radio, fi lms), where the political opposition had a decisive 
advantage in terms of ownership and control that would not be fun-
damentally challenged during Allende’s tenure. Finally, the majority 
of the Armed Forces leadership had longstanding personal and pro-
fessional ties with their Pentagon counterparts, which had played an 
important role in shaping their political outlooks (reinforced by their 
upper or middle class social origins).

Th e elite character of country’s institutions created a very propitious 
environment for the US to obstruct the new government’s eff orts to 
transform Chile into a democratic socialist society, particularly in light 
of the former’s close relations with the most prominent conservative 
and centrist in Chilean society; its history of electoral intervention on 
behalf of the anti-left ist parties since the early 1960s; and the domi-
nating presence of American capital in the most critical sectors of the 
Chilean economy.

Once in offi  ce, the government outlined two sets of economic mea-
sures as part of its gradualist ‘transition to socialism’ strategy: short 
term impact initiatives (wages increases, price controls, improved 
educational and health facilities, etc.) designed to consolidate and 
expand its social base of support; and large-scale, longer-term initia-
tives directed at transforming the basic structures and organization 
of the Chilean economy. During 1971 and 1972, there was a massive 
expropriation and redistribution of agricultural property; the fi nancial 
sector (banks) came under state control; a range of companies in the 
industrial sector were nationalized; so to were the US-owned copper 
mines, along with other American enterprises in the mining and trans-
portation sectors, that became part of an expanding state sector.

Th e UP was able to implement a large part of its structural socio-
economic programme, despite the institutional constraints it con-
fronted, through a judicious and eff ective use of legal-bureaucratic 
machinery that was already in place. Th e initial success of these poli-
cies can be gauged from the signifi cant increase in the UP’s electoral 
and trade union support during the fi rst twelve to fi ft een months in 
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offi  ce. By early 1972, the political opposition’s picture of Chile as a 
country in the process of ‘eco breakdown’ stood in sharp contrast to 
the appraisal by the Inter-American Committee on the Alliance for 
Progress: “the country’s economy is in a situation of full utilization of 
its productive capacity, followed by a year marked by high growth lev-
els. Unemployment has been reduced markedly and a broad process of 
redistribution of income and accelerated land reform has been carried 
out” (OAS, 1972: 148).

But storm clouds were on the horizon. By the latter half of 1971, the 
internal opposition was beginning to recover from the disarray of the 
post-election period. Th e PDC and the National Party had began to 
mend their fractured relationship while the initial ‘panic and paraly-
sis’ (Stallings, 1987: 137) that characterized the industrialist class was 
receding and being replaced by a focus on developing a strategy to 
contest the government and its economic programme. Meanwhile, the 
external sanctions regime was beginning to feed into an array of inter-
related problems confronting the UP: rising infl ation and import costs; 
shortages of goods; declining private domestic and foreign investment, 
and foreign currency reserves; the growth of a black market; and wage 
increases considerably in excess of original projections. Particularly 
concerning was the failure of domestic production to meet the upward 
demand for basic foodstuff s occasioned by the rise in workers’ wage 
levels which, in turn, forced the government to divert more of its 
fi nancial resources to pay for more costly imports as a result of the 
US sanctions. Substantial falls in the price and production of cop-
per—resulting in direct tax collections falling far short of projected 
totals—merely added to the emerging fi scal crisis. Not only was the 
government’s ability to make scheduled payments on the almost $4 
billion foreign debt it inherited that much more diffi  cult; these prob-
lems transformed a $100 million balance of payments surplus in 1970 
into a $299m defi cit in 1971 (Faundez, 1988: 205, 208).

As the government completed its fi rst twelve months in offi  ce, pro-
liferating economic problems accelerated political and ideological dif-
ferences within UP coalition over the tactics and strategy for achieving 
the transition to socialism. Th e ‘moderates’ led by the Allende wing 
of the Socialist Party and the Communist Party, and the ‘radicals’ 
coalesced around the Socialist Party left  clashed over a range of issues: 
relations with the middle class sectors and the PDC; ties to the extra-
parliamentary Movement of the Revolutionary Left  (MIR); support for 
mass mobilization politics; attitudes toward Moscow and the socialist 
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bloc; agrarian reform strategies; unauthorized factory and land occu-
pations (pressure ‘from below’); and, more broadly, the pace and scope 
of socioeconomic change.34 Th ese divergent positions were not easily 
reconciled, delaying the submission of critical legislation to take over 
‘the commanding heights of the economy’ and creating other obstacles 
that hampered government eff orts to pursue a coherent policy pro-
gramme. Not surprisingly, such intra-coalition disagreements did little 
to strengthen the government’s ability to withstand attacks by a more 
united opposition.

Th e issue of pressure ‘from below’ for an accelerated transfer of polit-
ical, economic and class power, for instance, which surfaced as early as 
April 1971, created major tensions within the coalition. In the urban 
centres industrial workers began taking over factories and plants on 
their own initiative, forcing a rather reluctant Allende—fearful of the 
ripple eff ect of such independent actions—to accede to demands that 
they become part of the state sector. In the countryside, pressures on 
the government to legitimate farm expropriations were equally strong; 
by mid-1972, peasant supporters had illegally occupied around 1700 
properties presenting Allende with another largely unwanted problem 
(Stallings, 1987: 13); Loveman, 2001: 250).

By early 1972, the most prominent anti-government forces in civil 
society had regrouped and begun to develop a focused and organized 
counter-response, in particular taking advantage of Allende’s gradu-
alist approach to economic transformation-especially as applied to 
the critical industrial and commercial sectors. Ranged against the UP 
coalition and its lower class base (workers, urban poor and sectors of 
the rural population) was the bulk of the upper and middle classes; 
large landowners and industrialists; the propertied lower middle class 
who abhorred the instability and viewed the government’s nationaliza-
tion policy as a threat to private enterprise and their ability to expand; 
retail and wholesale merchants who opposed the government’s eff orts 
to assume direct control over the distribution of goods in order to pre-
empt the black market; those peasants who wanted their own private 
plots of land rather than work on collective or state farms; and the 
major political parties of the centre-right, the PDC and the National 
Party who had put their ideological and political diff erences aside in 
order to jointly oppose the Allende coalition.

34 See, for example, Haslam (2005: 91, 118–119).
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Holding a decisive advantage in seats in both houses of Congress, 
the opposition political parties signaled their intent to use this power 
to challenge the constitutionality of the government’s programme—to 
vote against individual proposals, to devise means to limit the execu-
tive’s traditional power of veto, to censure cabinet ministers and, more 
generally, displayed an intent to play fast and loose with traditional 
conventions in implementing measures to obstruct the coalition’s 
objectives.

Th e UP’s resort to legislation and laws ‘on the books’ to implement 
its structural changes antagonized sectors of the political opposition 
based on an earlier government commitment to submit new legisla-
tion to Congress to achieve these objectives. In October 1971, the PDC 
announced a fundamental challenge to the gradualist transition to 
socialism by submitting a constitutional amendment to the Senate to 
deprive the Chilean President of ‘the regulatory powers on which the 
government’s nationalization policy was based’ and make illegal any 
further takeover of private fi rms using state funds to become a major-
ity shareholder which had been the strategy employed in the fi nancial 
sector (Faundez, 1988: 217). Th e socialist government countered with 
its own legislation to substantially expand the nationalization sector 
as part of a broader attempt to increase the power of the executive 
branch, setting the stage for a major constitutional confrontation. 
Four months later, following the collapse of negotiations, Congress 
voted to approve the opposition amendment, which the UP govern-
ment predictably vetoed. Further negotiations failed to break the dead-
lock due to a combination of policy diff erences within the coalition 
and the PDC’s refusal to modify its original stance (Faundez, 1988: 
225–26). As this constitutional confl ict unfolded, it did so against 
the background of an emerging electoral collaboration between the 
PDC and the Nationalist Party, and the appearance of a more coordi-
nated challenge by centre-right political parties and there allies in civil 
society to the government.

Th e PDC received considerable support from the Chilean legal 
profession. Th e Comptroller-General, responsible for ‘implementing 
the law through governmental decrees’, deliberately slowed down the 
processing of decrees and actively participated in the constitutional 
debate through eff orts to obstruct the government’s nationalization 
programme by, for instance, consistently ruling that decrees requisi-
tioning privately-owned enterprises for the state sector were unlawful 
(Kaufman 1988: 181). Taking their lead from this ‘new approach to 
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legal interpretation’, the Supreme Court also repeatedly contested the 
constitutional basis of government actions (Faundez, 1988: 232–233).

Despite selective nationalizations in the industrial and commercial 
sectors of the economy, both remained largely under capitalist con-
trol and it was precisely in these sectors that the government con-
fronted its most serious internal economic problems. Industrialists 
stopped investing and cut back on production, used state credits for 
speculative or political purposes, and transferred capital into foreign 
bank accounts; the commercial sector resorted to hoarding goods and 
capital, and selling goods on the black market to circumvent price 
controls. Meanwhile, just as the new government’s initial agricultural 
reforms were beginning to produce results, thousands of small truck 
owners responsible for moving goods and foodstuff s from production 
centres to markets and retail outlets embarked on a series of strikes 
that had the most devastating impact on the government’s social base. 
Th e cumulative impact of these multiple internal economic pressures 
was goods shortages, rising prices, worsening fi scal and trade defi cits, 
skyrocketing infl ation, and economic stagnation. Th e scarcities became 
a major political problem precisely because the government’s income 
redistribution policies had unleashed consumer demands and expecta-
tions among those Chileans long at the bottom of a highly inequitable 
society that could now not be satisfi ed.

Th e political opposition sought to give their eff orts a disciplined and 
focused thrust, and protect their interests, through specifi c organiza-
tional structures with close ties to the centre and right wing political 
parties called gremios or gremio associations—confederations of the 
big landowners and industrialists, the small property owners (truck 
owners, bus owners, taxi owners, small retail merchants and industri-
alists), and the salaried professionals (doctors, lawyers, etc.). Because 
all felt threatened by the new government’s policies, the large property 
owners were able to promote a sense of identity by playing on the 
theme of a common ownership of property against the property-less 
working class, a strategy which eff ectively blunted the diff erences and 
traditional confl icts between big and small property owners. Eff orts to 
organize the latter to oppose the government were greatly facilitated 
by the growing working class pressure on Allende to accelerate the 
process of change. Th is merely served to heighten their sense of being 
embattled in a hostile and chaotic world.
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In Washington, the Nixon administration was carefully monitoring 
these developments as it began to devote more and more time, eff ort 
and dollars to what it described as ‘the problem of Chile’. To comple-
ment and reinforce the internal opposition, and to take advantage of 
the multiple internal and external pressures that were now beginning 
to create major dislocations in the Chilean economy, the White House 
authorized a signifi cant expansion of CIA covert activities.

Covert US support for the centrist and right-wing political par-
ties was a feature of virtually ‘every major election in Chile in the 
decade between 1963 and 1973’, enabling the major opposition politi-
cal parties ‘to maintain an anti-government campaign throughout the 
Allende years’.35 Th e PDC was particularly dependent on the Agency 
for its growth and infl uence in the decade prior to Allende’s election, 
extending its presence into strategic areas of Chile social as well as 
political life (religion, unions, education and the civil service)—which 
Washington fully exploited aft er 1970 in its eff ort to destabilize and 
terminate Popular Unity rule.

CIA expertise and fi nancial support also facilitated a sustained pro-
paganda assault against the government in the newspapers (especially 
El Mercurio), radio stations and on television. Th e mass media played 
a key role in infl uencing popular consciousness by formulating public 
issues in a manner compatible with US policy objectives. Th e negative 
eff ects of increasing US economic pressures and covert intervention 
were depicted as the result of government policy, the breakdown of 
law and order, and an undisciplined labour force. What this did was 
to exacerbate the inevitable problems and errors that accompany any 
process of rapid, large-scale social and economic change—in the pro-
cess, creating at least the appearance of large-scale opposition to the 
government’s policies.

Supported by the traditional elites, the CIA moved to mobilize and 
fi nance those social forces most adversely aff ected by the deteriorating 
economic conditions and direct their political energies against the UP 
government. A principal target was the property-owning lower middle 
class which was not only numerous but also concentrated in the capital 
of Santiago, the nerve centre of government. As a class they exhibited 
a contradictory attitude toward the state: while opposed to wage and 

35 US Congress, Senate, Select Committee on Intelligence, Covert Action in Chile 
1963–1973, 94th Cong., 1st Sess., December 18, 1975, pp. 9, 29.
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price controls, they sought tariff  protection, lines of credit and state 
infrastructure investments. Initially, many of these individuals had 
been attracted to the UP policies from which they directly benefi ted: 
increased access to state credits, rising sales due to wage increases 
for workers, and greater spending by a frightened upper class. But 
as Washington’s economic blockade began to bite, the lines of credit 
dried up, spare parts became harder to obtain, and Allende’s work-
ing class supporters became more militant in demanding a quickened 
pace of socioeconomic transformation, organizing street rallies on an 
almost daily basis. To a class who abhorred instability and ‘disorder,’ 
the world was becoming an increasingly hostile and threatening place, 
sentiments that led them to abandon their support of, or at least non-
opposition to, the government. Th ey, in turn, became exceedingly 
receptive to traditional rightist appeals on the need to restore order, 
defend the sanctity of private property, the family and religion, and 
to reverse a perceived trend toward economic anarchy—making them 
available for mobilization by the traditional elites and the CIA who 
proceeded to organize and channel their resentments in a political 
direction.

Th e right-wing political parties and the gremios began developing a 
coordinated strategy in March 1972 centred around a series of strikes 
that they hoped would weaken and eventually oust the UP govern-
ment from power—either by forcing Allende to resign or the armed 
forces to intervene into the political arena. Th at October, any doubts 
about the class nature of the confl ict were swept away when the Truck 
Owners’ Confederation went on strike, ostensibly over specifi c eco-
nomic grievances. Within 48 hours, it had ballooned into the fi rst gen-
eral strike of the capitalist class as a whole, partly funded by the CIA. 
Th e entire gremialista movement joined the truckers: the big industri-
alists called on its members to lock the workers out of their factories; 
retail shopkeepers closed their doors; private transport fi rms locked 
up their vehicles; doctors, lawyers and other professionals closed their 
practices, and a newly formed Gremialista Front performed a coordi-
nating role. Endorsed by the National Party and the PDC, what began 
as a strike by a single gremio triggered an eff ort to paralyze the econ-
omy and was then rapidly transformed into a political strike—an eff ort 
to oust Allende from offi  ce. Even though the political opposition failed 
to achieve their strategic objective, economic losses resulting from the 
strike ran into the hundreds of millions of dollars. At the same time, 
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independent action by factory workers in Santiago’s ‘industrial belts’ 
prevented lockouts in dozens of enterprises, maintained their opera-
tions, and eff ectively forced the government to issue decrees legitimiz-
ing the takeover of more than 50 factories.

Over the next year, the CIA subsidized a series of devastating strikes 
against the government in the agro-industrial and mining sectors prior 
to September 1973 that served as a basis for tens of millions of dollars 
in production and foreign exchange losses. Notable among these was 
the April–May 1973 strike of thousands of El Teniente copper min-
ers—the ‘labour aristocracy’ of blue collar workers—organized by the 
industry gremio and supported by the PDC, the National Party, and 
the extreme right-wing Patria y Libertad Party over demands for a 
41% salary increase; the June strike by the medical gremios (doctors, 
chemists, nurses, dentists) who combined specifi c grievances with a 
more generalized attack on the government’s economic model; and a 
ruinous political strike in late July, coordinated by a Gremialista Front, 
which resulted in tens of millions of dollars in damage to production 
(Petras and Morley 1975; Kaufman 1988: 78–9). Given that more than 
1000 gremios were actively opposing the government, it is little won-
der that the CIA increasingly pursued its objective through those it 
called “the holders of real power” in Chile (O’Brien, 2007: 248).

Economic destabilization and covert subversion was paralleled by 
deepening ties between the US and the Chilean armed forces, which 
had the eff ect of further separating the most powerful state institution 
from the national government and its development project, increasing 
the prospect of their support for White House policy goals. As early 
as January 1972, the Senate Intelligence Committee’s report on ‘Covert 
Action in Chile, 1963–1973’ concluded that the CIA Station “had suc-
cessfully penetrated” the most likely pro-coup sectors of the armed 
forces. Agency offi  cials, by their own admission, had ‘assets’ that were 
‘drawn from all branches of the Chilean military. . . .’ As the level of 
class confl ict intensifi ed, and preparations for the military coup quick-
ened, the Santiago Station moved to give potential plotters support and 
direction by starting to collect ‘operational intelligence’ vital to any 
successful coup such as “arrest lists [and] key government installations 
that needed to be taken over and government contingency plans. . . .”36

36 US Congress, Covert Action in Chile 1963–1973, pp. 36, 38, 39.
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Th e combination of US direct intervention into the Chilean political 
process and the rising level of class confl ict precipitated a major debate 
within the UP government, beginning in late 1972, which revealed 
a sharp diff erence of opinion over how to respond to the domestic 
opposition: whether to consolidate the process of change, reach out 
to sectors of the middle class (especially the PDC) and emphasize the 
need to increase productivity; or to accelerate the process of change 
that was underway (targeting the industrial and commercial sectors) 
by mobilizing the working class to confront and defeat the capitalist 
opponents of socialist transition.

By year’s end, the New York Times reported discussions among 
senior armed forces offi  cials about the possibility of a military coup 
against Allende and their increased contacts with the gremio leaders 
and prominent capitalist supporters of the October 1972 anti-govern-
ment general strike (Kandell, 1973). On the political right, the National 
Party, the gremialista movement and non-party nationalists were all 
espousing “the need for an authoritarian political order” (Pollak, 1999: 
28, 37, 41). US intelligence sources also reported that the American 
Embassy in Santiago was becoming a meeting place for extreme right-
wing individuals “who were essentially dedicating their lives to the 
overthrow of Allende—it was like a holy war” (Haslam, 2005: 130).

As this pro-coup activity continued apace, the persistence of internal 
diff erences within the UP government undermined eff orts to resolve 
the economic crises and contain lawless behavior by members of the 
National Party, the proto-fascist Patria y Libertad Party and like-
minded opposition elements. In April 1973, the confrontation between 
Congress and the President over the anti-nationalization constitu-
tional amendment fl ared up again when Chamber of Deputies rejected 
the government’s veto, and the opposition argued that the President 
was required to promulgate the text within 60 days. Subsequently, the 
Chamber declared Allende’s policies ‘unconstitutional and illegal’ and 
voted overwhelmingly for the armed forces to ‘defend the constitution’ 
(Angell, 1993: 168).

While the government was still debating whether to consolidate or 
accelerate the socialist transition, the September 1973 military coup 
abruptly shattered the Chilean democratic tradition—setting the stage 
for a rightist counterrevolution based on terror and repression.
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Conclusion

Nixon:  Well we didn’t-as you know-our hand doesn’t show on this 
one though

Kissinger:  We didn’t do it. I mean we helped them . . . created the condi-
tions as great as possible (??)

Nixon: Th at is right
(Telephone Conversation, Sept 16, 1973)

Th e Nixon-Kissinger destabilization policy could likely not have suc-
ceeded in the absence of a permeable Chilean state and civil society, 
Allende’s commitment to maintaining an open, bargaining democratic 
political system which the US and its internal allies exploited to promote 
regime change, and the incomplete nature of UP government’s socio-
economic transformation. In a context where the new government’s 
authority was limited to its control over the executive branch, where 
sectors of the state apparatus remained linked to the old class struc-
ture, and where political channels remained open (thus giving external 
forces unfettered access to opposition political parties, employer and 
professional organizations, mass media outlets, the military and the 
bureaucracy) the US was able to maximize its ‘insider’ strategy, com-
plementing an equally eff ective political-economic ‘outsider’ strategy in 
order to bring about the desired outcome. Confronted by a nationalist 
regime it defi ned as inimical to its basic interests, the Nixon admin-
istration moved to actively promote instability and confl ict between 
that regime and the state, disaggregating the latter from the former, 
to terminate economic aid (bilateral and multilateral) to the Allende 
government, to provide fi nancial and political support to key opposi-
tion institutions and individuals, and to encourage the armed forces 
to ‘change the regime.’ Th e support of these key state institutions and 
social class forces was critical to the success of US policy.

Complex forces, internal and external, meshed to create the con-
ditions leading to the September 1973 golpe. While the UP govern-
ment failed to develop a coherent socialist transition strategy, its errors 
and incompetence that contributed to the drift  toward a burgeoning 
economic crisis and stagnation cannot be disassociated from either 
the internal class confl ict (‘sabotage and subversion’) or US imperial 
state policy. Th e ties between the Washington, the PDC and right-
wing civilian and military forces inside Chile laid the basis for the 
continuous destabilization of the Allende government. Extensive US 
funding and penetration of these groups had a profound infl uence on 
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the degree and extent of economic dislocation, and deepening social 
polarization. Th e Nixon administration was willing to provoke a gen-
eral societal crisis, a coup, and a military government—to support a 
transition from democracy to dictatorship—if that was the only means 
of restoring the optimal conditions for private capital accumulation 
and crushing the possibilities of a regional economic and political 
challenge to continued imperial state hegemony, in order to maintain 
what one scholar in another, early Cold War, context aptly described 
as a ‘closed hemisphere in an open world’ (Green, 1971).

Epilogue: Washington Supports ‘Foundational Change’ in Chile

Th e Nixon administration’s haste to embrace the junta indicated that 
the issue of a genuine and convincing ideological justifi cation for mili-
tary intervention was not a high priority for Washington. What mat-
tered above all was that Chile had been rescued from “an anti-American 
government all the way” and “totalitarianism,” and the Southern Cone 
“from collapse into radicalism.”37 Privately, the President and his NSC 
Advisor were euphoric over Allende’s demise and decried the domes-
tic electorate’s lack of appreciation for their contribution to this ‘Cold 
War’ victory:

Kissinger: Th e Chilean thing is getting consolidated and of course news-
papers are bleeding because a pro-Communist government has been 
overthrown.”
Nixon: Isn’t that something. Isn’t that something.
Kissinger: I mean instead of celebrating—in the Eisenhower period we 
would be heroes.38

Th e Chilean ‘transition’ brought to power a virulently anti-communist 
regime determined to implement a rightist revolution in Chile that 
would eliminate any possibility of the future emergence of a radical, 
anti-capitalist movement capable of challenging for national political 
power in Chile; to impose ‘stability and order’ through the aegis of an 
autocratic state in order to recreate the optimal conditions for capital 
accumulation and expansion (‘freeing the market’).

37 Telephone Conversation, Kissinger/President, September 16, 1973; Kissinger, 
Years of Renewal, p. 753.

38 Telephone Conversation Kissinger/Nixon, September 16, 1973.
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Th e Pinochet military dictatorship consolidated its rule in the early 
period through a systematic campaign of terror and bloodshed intended 
to achieve unchallenged control over the nation’s political life in order 
“to facilitate the long-term transformation of Chile’s socioeconomic 
and political systems. . . .”39 Th e core targets of this off ensive were the 
left ist political parties and trade unions, and their supporters, who con-
stituted the political-social base of the Allende government. Th ey had 
to be—and were—ruthlessly demobilized and denuded of any power 
to represent their (urban and rural) constituencies. “In the days and 
weeks [aft er the coup],” writes Mark Ensalaco, “factories in the [indus-
trial] zone and numerous shanty-towns were raided in massive com-
bined search and destroy operations [which] were intended to sweep 
up the left ’s most capable and shantytown organizers.”40 Commenting 
on the scope and intensity of the junta-directed violence during the six 
months following the coup, Canada’s Ambassador to Chile A.D. Ross 
sketched an brutal picture: “Th is ‘purifi cation’ [physical elimination 
of the left ] has been accomplished mainly by fear—fear caused by the 
harsh “brutality of the Junta’s post-coup methods.” “. . . torture, threats, 
arbitrary arrest, detention without specifi c charges and under inhu-
mane conditions, suspicious shootings of prisoners ’while trying to 
escape,’ and other clear violations of basic human rights have occurred 
on a considerable scale.”41 Th e disappearances, killings, incarcerations, 
and torture, Chile’s 2004 National [Valech] Commission, concluded 
was intended “to instill fear, to force people to submit, to obtain 
information, to destroy an individual’s capacity for moral, physical, 
psychological, and political resistance and opposition to the military 
regime.”42

39 Mark Ensalco, Chile Under Pinochet. Philadelphia: University of Pennsylvania 
Press, 2000, p. 34.

40 Ensalco, Chile Under Pinochet, 2000, p. 28.
41 Despatch/Telegram, Amb (A.D. Ross), Canad Emb, Santiago to S/S for External 

Aff airs, April 23, 1974: Ottawa, Canada NA. According to the 1991 Chilean HR 
Commission report, over 50% of all those killed by the regime were members of these 
three organizations. See Lois Hecht Oppenheim, Politics in Chile. 2nd ed. Boulder, 
CO: Westview Press, 1999, p. 119.

42 Conclusion of the 2004 National [Valech] Commission on Political Imprisonment 
and Torture, quoted in Peter Kornbluh, “Letter from Chile,” Th e Nation, January 31, 
2005, p. 23.
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Th is state terror was carried out in a “politically rational [and] cal-
culated” manner43 to gain specifi c, interrelated political and economic 
objectives: it was about transforming the social activist and politically 
conscious segments who supported the UP government into a pas-
sive, atomized mass to serve a capitalist development model based on 
freeing the market and a privileged role for foreign investment—for 
which a disciplined and docile labor force was a prerequisite. Over 
time, with the opposition decimated, the level the repression inevitably 
ebbed and became more selective. Instead, the regime displayed an 
increased preference for ‘disappearing’ opponents as the most eff ective 
means of minimizing the publicity attached to other forms of violence 
against civilians and, simultaneously, maintaining a generalized anxi-
ety among the populace.

Despite the problems and tensions that “internal repression” might 
produce in the bilateral relationship, Secretary Kissinger made clear 
to his staff  that this would have no bearing on the basic contours of 
the administration’s Chile policy: “we should understand our policy—
that however unpleasant they act this government is better for us than 
Allende was.”44 Elsewhere, he put it equally bluntly: “. . . we considered 
the change of government in Chile was on balance favorable—even 
from the point of view of human rights.”45 Th ere would be no devia-
tion from this bottom line.

43 Cecilia Menjivar and Nestor Rodriguez, “State Terror in the U.S.-Latin American 
Interstate Regime,” in Menjivar and Rodriguez, eds., When States Kill. Austin: 
University of Texas Press, 2005, p. 3.

44 Secretary of State’s Staff  Meeting on October 1, October 4, 1973.
45 Henry Kissinger, Years of Upheaval. London: Weidenfeld and Nicolson, 1982, 

p. 411.



CHAPTER ELEVEN

THE RATIONAL DESTRUCTION OF YUGOSLAVIA

Michael Parenti

In 1999, the US national security state—which has been involved 
throughout the world in subversion, sabotage, terrorism, torture, drug 
traffi  cking, and death squads—launched round-the-clock aerial attacks 
against Yugoslavia for 78 days, dropping 20,000 tons of bombs and kill-
ing thousands of women, children, and men. All this was done out of 
humanitarian concern for Albanians in Kosovo. Or so we were asked 
to believe. In the span of a few months, President Clinton bombed 
four countries: Sudan, Afghanistan, Iraq repeatedly, and Yugoslavia 
massively. At the same time, the US was involved in proxy wars in 
Angola, Mexico (Chiapas), Colombia, East Timor, and various other 
places. And US forces are deployed on every continent and ocean, 
with some 300 major overseas support bases—all in the name of peace, 
democracy, national security, and humanitarianism.

While showing themselves ready and willing to bomb Yugoslavia 
on behalf of an ostensibly oppressed minority in Kosovo, US leaders 
have made no moves against the Czech Republic for its mistreatment 
of the Romany people (gypsies), or Britain for oppressing the Catholic 
minority in Northern Ireland, or the Hutu for the mass murder of a 
half million Tutsi in Rwanda—not to mention the French who were 
complicit in that massacre. Nor have US leaders considered launching 
‘humanitarian bombings’ against the Turkish people for what their 
leaders have done to the Kurds, or the Indonesian people because 
their generals killed over 200,000 East Timorese and were continuing 
such slaughter through the summer of 1999, or the Guatemalans for 
the Guatemalan military’s systematic extermination of tens of thou-
sands of Mayan villagers. In such cases, US leaders not only tolerated 
such atrocities but were actively complicit with the perpetrators—who 
usually happened to be faithful client-state allies dedicated to helping 
Washington make the world safe for the Fortune 500.

Why then did US leaders wage an unrestrainedly murderous assault 
upon Yugoslavia?
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Th e Th ird Worldization of Yugoslavia

Yugoslavia was built on an idea, namely that the Southern Slavs would 
not remain weak and divided peoples, squabbling among themselves 
and easy prey to outside imperial interests. Together they could form a 
substantial territory capable of its own economic development. Indeed, 
aft er World War II, socialist Yugoslavia became a viable nation and 
an economic success. Between 1960 and 1980 it had one of the most 
vigorous growth rates: a decent standard of living, free medical care 
and education, a guaranteed right to a job, one-month vacation with 
pay, a literacy rate of over 90 percent, and a life expectancy of 72 
years. Yugoslavia also off ered its multi-ethnic citizenry aff ordable pub-
lic transportation, housing, and utilities, with a not-for-profi t econ-
omy that was mostly publicly owned. Th is was not the kind of country 
global capitalism would normally tolerate. Still, socialistic Yugoslavia 
was allowed to exist for 45 years because it was seen as a nonaligned 
buff er to the Warsaw Pact nations.

Th e dismemberment and mutilation of Yugoslavia was part of a 
concerted policy initiated by the US and the other Western powers in 
1989. Yugoslavia was the one country in Eastern Europe that would 
not voluntarily overthrow what remained of its socialist system and 
install a free-market economic order. In fact, Yugoslavs were proud of 
their postwar economic development and of their independence from 
both the Warsaw Pact and NATO. Th e US goal has been to trans-
form the Yugoslav nation into a Th ird-World region, a cluster of weak 
right-wing principalities with the following characteristics:

• incapability of charting an independent course of self-development;
•  a shattered economy and natural resources completely accessible to 

multinational;
•  corporate exploitation, including the enormous mineral wealth in 

Kosovo;
•  an impoverished, but literate and skilled population forced to work 

at subsistence wages, constituting a cheap labour pool that will help 
depress wages in western Europe and elsewhere;

•  dismantled petroleum, engineering, mining, fertilizer, and automo-
bile industries, and various light industries, that off er no further 
competition with existing Western producers.
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US policymakers also want to abolish Yugoslavia’s public sector services 
and social programmes—for the same reason they want to abolish our 
public sector services and social programmes. Th e ultimate goal is the 
privatization and Th ird Worldization of Yugoslavia, as it is the Th ird 
Worldization of the US and every other nation. In some respects, the 
fury of the West’s destruction of Yugoslavia is a backhanded tribute to 
that nation’s success as an alternative form of development, and to the 
pull it exerted on neighboring populations both East and West.

In the late 1960s and 1970s, Belgrade’s leaders, not unlike the 
Communist leadership in Poland, sought simultaneously to expand 
the country’s industrial base and increase consumer goods, a feat they 
intended to accomplish by borrowing heavily from the West. But with 
an enormous IMF debt came the inevitable demand for ‘restructur-
ing’, a harsh austerity programme that brought wage freezes, cutbacks 
in public spending, increased unemployment, and the abolition of 
worker-managed enterprises. Still, much of the economy remained 
in the not-for-profi t public sector, including the Trepca mining com-
plex in Kosovo, described in the New York Times as “war’s glittering 
prize . . . the most valuable piece of real estate in the Balkans . . . worth 
at least $5 billion’ in rich deposits of coal, lead, zinc, cadmium, gold, 
and silver” (New York Times, July 8, 1998).1

Th at US leaders have consciously sought to dismember Yugoslavia 
is not a matter of speculation but of public record. In November 
1990, the Bush administration pressured Congress into passing the 
1991 Foreign Operations Appropriations Act, which provided that any 
part of Yugoslavia failing to declare independence within six months 
would lose US fi nancial support. Th e law demanded separate elec-
tions in each of the six Yugoslav republics, and mandated US State 
Department approval of both election procedures and results as a con-
dition for any future aid. Aid would go only to the separate repub-
lics, not to the Yugoslav government, and only to those forces whom 
Washington defi ned as ‘democratic’, meaning right-wing, free-market, 
separatist parties.

1 My thanks to James Petras for the interest and support extended to me on 
repeated occasions regarding the whole confl ict waged against Yugoslavia. Th is essay 
is written to honour his signifi cant and signal contributions over the years in expos-
ing the workings of US imperialism and capitalist development. He is one of the few 
American scholar activists who has persisted with intellectual courage and acumen in 
the service of Marxist social science and politics.
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Another goal of US policy has been media monopoly and ideo-
logical control. In 1997, in what remained of Serbian Bosnia, the 
last radio station critical of NATO policy was forcibly shut down by 
NATO ‘peacekeepers’. Th e story in the New York Times took elabo-
rate pains to explain why silencing the only existing dissident Serbian 
station was necessary for advancing democratic pluralism. Th e Times 
used the term ‘hardline’ eleven times to describe Bosnian Serb leaders 
who opposed the shutdown and who failed to see it as ‘a step toward 
bringing about responsible news coverage in Bosnia’ (New York Times, 
October 10, 1997).

Likewise, a portion of Yugoslav television remained in the hands of 
people who refused to view the world as do the US State Department, 
the White House, and the corporate-owned US news media, and this 
was not to be tolerated. Th e NATO bombings destroyed the two gov-
ernment TV channels and dozens of local radio and television stations, 
so that by the summer of 1999 the only TV one could see in Belgrade, 
when I visited that city, were the private channels along with CNN, 
German television, and various US programmes. Yugoslavia’s sin was 
not that it had a media monopoly but that the publicly owned portion 
of its media deviated from the western media monopoly that blankets 
most of the world, including Yugoslavia itself.

In 1992, another blow was delivered against Belgrade: international 
sanctions. Led by the US, a freeze was imposed on all trade to and 
from Yugoslavia, with disastrous results for the economy: hyperinfl a-
tion, mass unemployment of up to 70 percent, malnourishment, and 
the collapse of the health care system.2

Divide and Conquer

One of the great deceptions, notes Joan Phillips, is that “those who are 
mainly responsible for the bloodshed in Yugoslavia—not the Serbs, 
Croats or Muslims, but the Western powers—are depicted as saviours” 
(Phillips, 1993: 10). While pretending to work for harmony, US lead-

2 For more detailed background information on the stratagems preceding the 
NATO bombing, see the collection of reports by Ramsey Clark, Sean Gervasi, Sara 
Flounders, Nadja Tesich, Michel Chossudovsky, and others in NATO in the Balkans: 
Voices of Opposition (New York: International Action Center, 1998).
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ers supported the most divisive, reactionary forces from Croatia to 
Kosovo.

In Croatia, the West’s man-of-the-hour was Franjo Tudjman, who 
claimed in a book he authored in 1989, that “the establishment of 
Hitler’s new European order can be justifi ed by the need to be rid 
of the Jews”, and that only 900,000 Jews, not six million, were killed 
in the Holocaust. Tudjman’s government adopted the fascist Ustasha 
checkered fl ag and anthem (Financial Times, April 15, 1993). Tudjman 
presided over the forced evacuation of over half a million Serbs from 
Croatia between 1991 and 1995, replete with rapes and summary exe-
cutions.3 Th is included the 200,000 from Krajina in 1995, whose expul-
sion was facilitated by attacks from NATO war planes and missiles. 
Needless to say, US leaders did nothing to stop and much to assist these 
atrocities, while the US media looked the other way. Tudjman and his 
cronies now reside in obscene wealth while the people of Croatia are 
suff ering the affl  ictions of the free market paradise. Tight controls have 
been imposed on Croatian media, and anyone who criticizes President 
Tudjman’s government risks incarceration. Yet the White House hails 
Croatia as a new democracy.

In Bosnia, US leaders supported the Muslim fundamentalist, Alija 
Izetbegovic, an active Nazi in his youth, who has called for strict reli-
gious control over the media and now wants to establish an Islamic 
Bosnian republic. Izetbegovic himself does not have the support of 
most Bosnian Muslims. He was decisively outpolled in his bid for the 
presidency yet managed to take over that offi  ce by cutting a mysteri-
ous deal with frontrunner Fikret Abdic (Silber and Little, 1995: 11; 
Johnstone, 1999: 58). Bosnia is now under IMF and NATO regency. 
It is not permitted to develop its own internal resources, nor allowed 
to extend credit or self-fi nance through an independent monetary sys-
tem. Its state-owned assets, including energy, water, telecommunica-
tions, media and transportation, have been sold off  to private fi rms at 
garage sale prices.

In the former Yugoslavia, NATO powers have put aside neoimpe-
rialism and have opted for out-and-out colonial occupation. In early 
1999, the democratically elected president of Republika Srpska, the 

3 See for instance, Yigal Chazan’s report in Th e Guardian (London/Manchester), 
August 17, 1992.
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Serb ministate in Bosnia, who had defeated NATO’s chosen candi-
date, was removed by NATO troops because he proved less than fully 
cooperative with NATO’s “high representative” in Bosnia. Th e latter 
retains authority to impose his own solutions and remove elected offi  -
cials who prove in any way obstructive (Kelly, 1999). Th is too was 
represented in the western press as a necessary measure to advance 
democracy.

In Kosovo, we see the same dreary pattern. Th e US gave aid and 
encouragement to violently right-wing separatist forces such as the 
self-styled Kosovo Liberation Army, previously considered a terror-
ist organization by Washington. Th e KLA has been a longtime player 
in the enormous heroin trade that reaches to Switzerland, Austria, 
Belgium, Germany, Hungary, the Czech Republic, Norway, and Sweden 
(San Francisco Chronicle, May 5, 1999; Washington Times, May 3, 
1999). KLA leaders had no social programme other than the stated 
goal of cleansing Kosovo of all non-Albanians, a campaign that had 
been going on for decades. Between 1945 and 1998, the non-Albanian 
Kosovar population of Serbs, Roma, Turks, Gorani (Muslim Slavs), 
Montenegrins, and several other ethnic groups shrank from some 60 
to about 20 percent. Meanwhile, the Albanian population grew from 
40 to 80 percent (not the 90 percent repeatedly reported in the press), 
benefi ting from a higher birth rate, a heavy infl ux of immigrants from 
Albania, and the systematic intimidation and expulsion of Serbs.

In 1987, in an early untutored moment of truth, the New York 
Times reported: “Ethnic Albanians in the Government have manip-
ulated public funds and regulations to take over land belonging to 
Serbs. . . . Slavic Orthodox churches have been attacked, and fl ags have 
been torn down. Wells have been poisoned and crops burned. Slavic 
boys have been knifed, and some young ethnic Albanians have been 
told by their elders to rape Serbian girls. . . . As the Slavs fl ee the pro-
tracted violence, Kosovo is becoming what ethnic Albanian nation-
alists have been demanding for years . . . an ethnically pure Albanian 
region.” (New York Times, November 1, 1987). Ironically, while the 
Serbs were repeatedly charged with ethnic cleansing, Serbia itself is 
now the only multi-ethnic society left  in the former Yugoslavia, with 
some twenty-six nationality groups including thousands of Albanians 
who live in and around Belgrade.
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Demonizing the Serbs

Th e propaganda campaign to demonize the Serbs fi ts the larger pol-
icy of the Western powers. Th e Serbs were targeted for demonization 
because they were the largest nationality and the one most opposed 
to the breakup of Yugoslavia. None other than Charles Boyd, former 
deputy commander of the US European command, commented on it 
in 1994: “Th e popular image of this war in Bosnia is one of unrelenting 
Serb expansionism. Much of what the Croatians call the occupied terri-
tories is land that has been held by Serbs for more that three centuries. 
Th e same is true of most Serb land in Bosnia. . . . In short the Serbs were 
not trying to conquer new territory, but merely to hold onto what was 
already theirs.” While US leaders claim they want peace, Boyd con-
cludes, they have encouraged a deepening of the war (Foreign Aff airs, 
September–October 1994).

But what of the atrocities they committed? All sides committed 
atrocities, but the reporting was consistently one-sided. Grisly inci-
dents of Croat and Muslim atrocities against the Serbs rarely made it 
into the US press, and when they did they were accorded only passing 
mention.4 Meanwhile Serb atrocities were played up and sometimes 
even fabricated, as we shall see. Recently, three Croatian generals were 
indicted by the Hague War Crimes Tribunal for the bombardment 
and deaths of Serbs in Krajina and elsewhere. Where were US leaders 
and US television crews when these war crimes were being commit-
ted? John Ranz, chair of Survivors of the Buchenwald Concentration 
Camp, US, asks: Where were the TV cameras when hundreds of Serbs 
were slaughtered by Muslims near Srebrenica?5 Th e offi  cial line, faith-
fully parroted in the US media, is that the Serbs committed all the 
atrocities at Srebrenica.

Before uncritically ingesting the atrocity stories dished out by US 
leaders and the corporate-owned news media, we might recall the fi ve 
hundred premature babies whom Iraqi soldiers laughingly ripped from 
incubators in Kuwait, a story repeated and believed until exposed as a 
total fabrication years later. During the Bosnian war in 1993, the Serbs 
were accused of having an offi  cial policy of rape. “Go forth and rape”, 

4 For instance, Bonner (1999), a revealing report that has been ignored in the 
relentless propaganda campaign against the Serbs.

5 John Ranz in his paid advertisement in the New York Times, April 29, 1993.
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a Bosnian Serb commander supposedly publicly instructed his troops. 
Th e source of that story never could be traced. Th e commander’s name 
was never produced. As far as we know, no such utterance was ever 
made. Even the New York Times belatedly ran a tiny retraction, coyly 
allowing that “the existence of a systematic rape policy by the Serbs 
remains to be proved” (New York Times, October 23, 1993).

Bosnian Serb forces supposedly raped anywhere from 25,000 to 
100,000 Muslim women. Th e Bosnian Serb army numbered not more 
than 30,000 or so, many of whom were engaged in desperate mili-
tary engagements. A representative from Helsinki Watch noted that 
stories of massive Serbian rapes originated with the Bosnian Muslim 
and Croatian governments and had no credible supporting evidence. 
Common sense would dictate that these stories be treated with the 
utmost skepticism—and not be used as an excuse for an aggressive and 
punitive policy against Yugoslavia.

Th e mass rape propaganda theme was resuscitated in 1999 to jus-
tify NATO’s renewed attacks on Yugoslavia. A headline in the San 
Francisco Examiner tells us: ‘SERB TACTIC IS ORGANIZED RAPE, 
KOSOVO REFUGEES SAY’. Only at the bottom of the story, in the 
nineteenth paragraph, do we read that reports gathered by the Kosovo 
mission of the Organization for Security and Cooperation in Europe 
found no such organized rape policy. Th e actual number of rapes were 
in the dozens “and not many dozens”, according to the OSCE spokes-
person. Th is same story did note that the UN War Crimes Tribunal 
sentenced a Bosnian Croat military commander to ten years in prison 
for failing to stop his troops from raping Muslim women in 1993—an 
atrocity we heard little about when it was happening (San Francisco 
Examiner, April 26, 1999).

Th e Serbs were blamed for the infamous Sarajevo market massa-
cre of 1992. But according to the report leaked out on French TV, 
Western intelligence knew that it was Muslim operatives who had 
bombed Bosnian civilians in the marketplace in order to induce NATO 
involvement. Even international negotiator David Owen, who worked 
with Cyrus Vance, admitted in his memoir that the NATO powers 
knew all along that it was a Muslim bomb. However, the well-timed 
fabrication served its purpose of inducing the United Nations to go 
along with the US-sponsored sanctions.

On one occasion, the New York Times ran a photo purporting to be 
of Croats grieving over Serbian atrocities when in fact the murders had 
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been committed by Bosnian Muslims. Th e Times printed an obscure 
retraction the following week (New York Times, August 7, 1993).

We repeatedly have seen how ‘rogue nations’ are designated and 
demonized. Th e process is predictably transparent. First, the leaders are 
targeted. Qaddafi  of Libya was a ‘Hitlerite megalomaniac’ and a ‘mad-
man’. Noriega of Panama was a ‘a swamp rat’, one of the world’s worst 
‘drug thieves and scums’, and ‘a Hitler admirer’. Saddam Hussein of 
Iraq was ‘the Butcher of Baghdad’, a ‘madman’ and ‘worse than Hitler’. 
Each of these leaders then had their countries attacked by US forces 
and US-led sanctions. What they really had in common was that each 
was charting a somewhat independent course of self-development or 
somehow was not complying with the dictates of the global free mar-
ket and the US national security state (Parenti, 1995).

Yugoslav president Slobodan Milosevic has been described by Bill 
Clinton as ‘a new Hitler’. Yet he was not always considered so. At 
fi rst, the Western press, viewing the ex-banker as a bourgeois Serbian 
nationalist who might hasten the break-up of the federation, hailed 
him as a ‘charismatic personality’. Only later, when they saw him as an 
obstacle rather than a tool, did they begin to depict him as the demon 
who ‘started all four wars’. Th is was too much even for the managing 
editor of the US establishment journal Foreign Aff airs, Fareed Zakaria. 
He noted in the New York Times that Milosevic who rules “an impov-
erished country that has not attacked its neighbours—is no Adolf 
Hitler. He is not even Saddam Hussein” (New York Times, March 28, 
1999).

Some opposition radio stations and newspapers were reportedly shut 
down during the NATO bombing. But, during my trip to Belgrade 
in August 1999, I observed nongovernmental media and opposition 
party newspapers going strong. Th ere are more opposition parties in 
the Yugoslav parliament than in any other European parliament. Yet 
the government is repeatedly labeled a dictatorship. Milosevic was 
elected as president of Yugoslavia in a contest that foreign observers 
said had relatively few violations. As of the end of 1999, he presided 
over a coalition government that included four parties. Opposition 
groups openly criticized and demonstrated against his government. 
Yet he was called a dictator.

Th e propaganda campaign against Belgrade has been so relentless 
that prominent personages on the Left —who oppose the NATO pol-
icy against Yugoslavia—have felt compelled to genufl ect before this 
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demonization orthodoxy.6 Th us do they reveal themselves as having 
been infl uenced by the very media propaganda machine they criticize 
on so many other issues. To reject the demonized image of Milosevic 
and of the Serbian people is not to idealize them or claim they are 
faultless or free of crimes. It is merely to challenge the one-sided pro-
paganda that laid the grounds for NATO’s destruction of Yugoslavia.

More Atrocity Stories

Atrocities (murders and rapes) occur in every war, which is not to con-
done them. Indeed, murders and rapes occur in many peacetime com-
munities. What the media propaganda campaign against Yugoslavia 
charged was that atrocities were conducted on a mass genocidal scale. 
Such charges were used to justify the murderous aerial assault by 
NATO forces.

Up until the bombings began in March 1999, the confl ict in Kosovo 
had taken 2000 lives altogether from both sides, according to Kosovo 
Albanian sources. Yugoslavian sources had put the fi gure at 800. In 
either case, such casualties reveal a limited insurgency, not genocide. 
Th e forced expulsion policy began aft er the NATO bombings, with 
thousands being uprooted by Serb forces mostly in areas where the 
KLA was operating or was suspected of operating. In addition, if the 
unconfi rmed reports by the ethnic Albanian refugees can be believed, 
there was much plundering and instances of summary execution by 
Serbian paramilitary forces—who were unleashed aft er the NATO 
bombing started.

We should keep in mind that tens of thousands fl ed Kosovo because 
of the bombings, or because the province was the scene of sustained 
ground fi ghting between Yugoslav forces and the KLA, or because 
they were just afraid and hungry. An Albanian woman crossing into 
Macedonia was eagerly asked by a news crew if she had been forced out 
by Serb police. She responded: “Th ere were no Serbs. We were fright-
ened of the [NATO] bombs” (Biggs, 1999: 25). During the bombings, 
an estimated 70,000 to 100,000 Serbian residents of Kosovo took fl ight 
(mostly north but some to the south), as did thousands of Roma and 

6 Both Noam Chomsky in his comments on Pacifi ca Radio, April 7, 1999, and 
Alexander Cockburn in Th e Nation, May 10, 1999, referred to Serbian ‘brutality’ and 
described Milosevic as ‘monstrous’ without off ering any specifi cs.
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other non-Albanian ethnic groups (Washington Post, June 6, 1999). 
Were these people ethnically cleansing themselves? Or were they not 
fl eeing the bombing and the ground war?

Th e New York Times reported that ‘a major purpose of the NATO 
eff ort is to end the Serb atrocities that drove more than one million 
Albanians from their homes’ (New York Times, June 15, 1999). So, 
we are told to believe, the refugee tide was caused not by the ground 
war against the KLA and not by the massive NATO bombing but by 
unspecifi ed atrocities. Th e bombing, which was the major cause of the 
refugee problem was now seen as the solution. Th e refugee problem 
created in part by the massive aerial attacks was now treated as justifi -
cation for such attacks, a way of putting pressure on Milosevic to allow 
“the safe return of ethnic Albanian refugees”.7

While Kosovo Albanians were leaving in great numbers—usually 
well-clothed and in good health, some riding their tractors, trucks, 
or cars, many of them young men of recruitment age—they were 
described as being ‘slaughtered’. Serbian attacks on KLA strong-
holds and the forced expulsion of Albanian villagers were described 
as ‘genocide’. But experts in surveillance photography and wartime 
propaganda charged NATO with running a ‘propaganda campaign’ 
on Kosovo that lacked any supporting evidence. State Department 
reports of mass graves and of 100,000 to 500,000 missing Albanian 
men ‘are just ludicrous’, according to these independent critics (Radin 
and Palmer, 1999).

As with the Croatian and Bosnian confl icts, the image of mass kill-
ings was hyped once again. Th e Washington Post reported that 350 
ethnic Albanians ‘might be buried in mass graves’ around a mountain 
village in western Kosovo. Such speculations were based on sources 
that NATO offi  cials refused to identify. Getting down to specifi cs, the 
article mentions ‘four decomposing bodies’ discovered near a large 
ash heap, with no details as to who they might be or how they died 
(Washington Post, July 10, 1999).

An ABC ‘Nightline’ programme made dramatic and repeated refer-
ences to the ‘Serbian atrocities in Kosovo’ while off ering no specifi cs. 
Ted Kopple asked angry Albanian refugees what they had witnessed? 
Th ey pointed to an old man in their group who wore a wool hat. Th e 
Serbs had thrown the man’s hat to the ground and stepped on it, 

7 See for instance, Robert Burns, Associated Press report, April 22, 1999.
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‘because the Serbs knew that his hat was the most important thing to 
him’, they told Kopple, who was appropriately appalled by this one 
example of a ‘war crime’ off ered in the hour-long programme.

A widely circulated story in the New York Times, headlined ‘US 
REPORT OUTLINES SERB ATTACKS IN KOSOVO’, tells us that 
the State Department issued ‘the most comprehensive documentary 
record to date on atrocities’. Th e report concludes that there had 
been organized rapes and systematic executions. But reading further 
into the article, one fi nds that stories of such crimes “depend almost 
entirely on information from refugee accounts. Th ere was no sugges-
tion that American intelligence agencies had been able to verify, most, 
or even many, of the accounts . . . and the word ‘reportedly’ and ‘alleg-
edly’ appear throughout the document” (New York Times, May 11, 
1999).

British journalist Audrey Gillan (1999) interviewed Kosovo refugees 
about atrocities and found an impressive lack of evidence. One woman 
caught him glancing at the watch on her wrist, while her husband 
told him how all the women had been robbed of their jewelry and 
other possessions. A spokesperson for the UN High Commissioner 
for Refugees talked of mass rapes and what sounded like hundreds of 
killings in three villages. When Gillan pressed him for more precise 
information, he reduced it drastically to fi ve or six teenage rape vic-
tims. But he admitted that he had not spoken to any witnesses and that 
“we have no way of verifying these reports” (Gillan, 1999).

Gillan noted that some refugees had seen killings and other atroci-
ties, but there was little to suggest that they had seen it on the scale 
that was being reported. Offi  cials told him of refugees who talked 
of sixty or more being killed in one village and fi ft y in another, but 
Gillan “could not fi nd one eye-witness who actually saw these things 
happening”. It was always in some other village that the mass atroci-
ties seem to have occurred. Yet every day western journalists reported 
‘hundreds’ of rapes and murders. Sometimes they noted in passing 
that the reports had yet to be substantiated, but then why were such 
stories being so eagerly publicized?

In contrast to its public assertions, the German Foreign Offi  ce pri-
vately denied there was any evidence that genocide or ethnic cleansing 
was a component of Yugoslav policy: “Even in Kosovo, an explicit polit-
ical persecution linked to Albanian ethnicity is not verifi able. . . . Th e 
actions of the [Yugoslav] security forces [were] not directed against 
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the Kosovo-Albanians as an ethnically defi ned group, but against the 
military opponent and its actual or alleged supporters”.8

Still, Milosevic was indicted as a war criminal, charged with the forced 
expulsion of Albanian Kosovars, and with summary executions of a 
hundred or so individuals. Again, alleged crimes that occurred aft er the 
NATO bombing had started were used as justifi cation for the bombing. 
Th e biggest war criminals of all were the NATO political leaders who 
orchestrated the aerial campaign of death and destruction.

As the White House saw it, since the stated aim of the aerial attacks 
was not to kill civilians; there was no liability, only regrettable mis-
takes. In other words, only the professed intent of an action counted 
and not its ineluctable eff ects. But a perpetrator can be judged guilty 
of willful murder without explicitly intending the death of a particular 
victim—as with an unlawful act that the perpetrator knew would likely 
cause death. As George Kenney, a former State Department offi  cial 
under the Bush Administration, put it: “Dropping cluster bombs on 
highly populated urban areas doesn’t result in accidental fatalities. It 
is purposeful terror bombing”.9

In the fi rst weeks of the NATO occupation of Kosovo, tens of thou-
sands of Serbs were driven from the province and hundreds were 
killed by KLA gunmen in what was described in the western press as 
acts of ‘revenge’ and ‘retaliation’, as if the victims were deserving of 
such a fate. Also numbering among the victims of ‘retribution’ were 
the Roma, Gorani, Turks, Montenegrins, and Albanians who had ‘col-
laborated’ with the Serbs by speaking Serbian, opposing separatism, 
and otherwise identifying themselves as Yugoslavs. Others continued 
to be killed or maimed by the mines planted by the KLA and the Serb 
military, and by the large number of NATO cluster bombs sprinkled 
over the land (Los Angeles Times, August 22, 1999).

It was repeatedly announced in the fi rst days of the NATO occupa-
tion that 10,000 Albanians had been killed by the Serbs (down from the 
100,000 and even 500,000 Albanian men supposedly executed during 
the war). No evidence was ever off ered to support the 10,000 fi gure,

8 Intelligence reports from the German Foreign Offi  ce, January 12, 1999 and 
October 29, 1998 to the German Administrative Courts, translated by Eric Canepa, 
Brecht Forum, New York, April 20, 1999.

9 Teach-in, Leo Baeck Temple, Los Angeles, May 23, 1999.
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nor even to explain how it was so swift ly determined—even before 
NATO forces had moved into most of Kosovo.

Repeatedly unsubstantiated references to ‘mass graves’, each pur-
portedly fi lled with hundreds or even thousands of Albanian victims 
also failed to materialize. Th rough the summer of 1999, the media 
hype about mass graves devolved into an occasional unspecifi ed refer-
ence. Th e few sites actually unearthed off ered up as many as a dozen 
bodies or sometimes twice that number, but with no certain evidence 
regarding causes of death or even the nationality of victims. In some 
cases there was reason to believe the victims were Serbs (Gall, 1999).

Lacking evidence of mass graves, by late August 1999 the Los Angeles 
Times focused on wells “as mass graves in their own right. . . . Serbian 
forces apparently stuff ed . . . many bodies of ethnic Albanians into wells 
during their campaign of terror” (Los Angeles Times, August 28, 1999). 
Apparently? Th e story itself dwelled on only one village in which the 
body of a 39-year-old male was found in a well, along with three 
dead cows and a dog. No cause was given for his death and “no other 
human remains were discovered”. Th e well’s owner was not identifi ed. 
Again when getting down to specifi cs, the atrocities seem not endemic 
but sporadic.

Ethnic Enmity and US ‘Diplomacy’

Some people argue that nationalism, not class, is the real motor force 
behind the Yugoslav confl ict. Th is presumes that class and ethnicity 
are mutually exclusive forces. In fact, ethnic enmity can be enlisted to 
serve class interests, as the CIA tried to do with indigenous peoples in 
Indochina and Nicaragua—and more recently in Bosnia.10

When diff erent national groups are living together with some mea-
sure of social and material security, they tend to get along. Th ere is 
intermingling and even intermarriage. But when the economy goes 
into a tailspin, thanks to sanctions and IMF destabilization, then it 
becomes easier to induce internecine confl icts and social discombob-

10 It is a matter of public record that the CIA has been active in Bosnia. Consider 
these headlines: Th e Guardian (Manchester/London), November 17, 1994: “CIA 
AGENTS TRAINING BOSNIAN ARMY”; Th e London Observer, November 20, 1994: 
“AMERICA’S SECRET BOSNIA AGENDA”; Th e European, November 25, 1994: 
“HOW THE CIA HELPS BOSNIA FIGHT BACK”.
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ulation. In order to hasten that process in Yugoslavia, the Western 
powers provided the most retrograde separatist elements with every 
advantage in money, organization, propaganda, arms, hired thugs, and 
the full might of the US national security state at their backs. Once 
more the Balkans are to be balkanized.

NATO’s attacks on Yugoslavia have been in violation of its own 
charter, which says it can take military action only in response to 
aggression committed against one of its members. Yugoslavia attacked 
no NATO member. US leaders discarded international law and diplo-
macy. Traditional diplomacy is a process of negotiating disputes 
through give and take, proposal and counterproposal, a way of press-
ing one’s interests only so far, arriving eventually at a solution that 
may leave one side more dissatisfi ed than the other but not to the 
point of forcing either party to war.

US diplomacy is something else, as evidenced in its dealings with 
Vietnam, Nicaragua, Panama, Iraq, and now Yugoslavia. It consists 
of laying down a set of demands that are treated as nonnegotiable, 
though called ‘accords’ or ‘agreements’, as in the Dayton Accords or 
Rambouillet Agreements. Th e other side’s reluctance to surrender com-
pletely to every condition is labeled ‘stonewalling’, and is publicly mis-
represented as an unwillingness to negotiate in good faith. US leaders, 
we hear, run out of patience as their ‘off ers’ are ‘snubbed’. Ultimatums 
are issued, then aerial destruction is delivered upon the recalcitrant 
nation so that it might learn to see things the way Washington does.

Milosevic balked because the Rambouillet plan, drawn up by the US 
State Department, demanded that he hand over a large, rich region of 
Serbia, that is, Kosovo, to foreign occupation. Th e plan further stipu-
lated that these foreign troops will have complete occupational power 
over all of Yugoslavia, with immunity from arrest and with supremacy 
over Yugoslav police and authorities. Even more revealing of the US 
agenda, the Rambouillet plan stated: “Th e economy of Kosovo shall 
function in accordance with free market principles”.

Rational Destruction

While professing to having been discomforted by the aerial destruction 
of Yugoslavia, many liberals and progressives were convinced that ‘this 
time’ the US national security state was really fi ghting the good fi ght. 
“Yes, the bombings don’t work. Th e bombings are stupid!” they said at 
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the time, “but we have to do something”. In fact, the bombings were 
other than stupid: they were profoundly immoral. And in fact they did 
work; they destroyed much of what was left  of Yugoslavia, turning it 
into a privatized, deindustrialized, recolonized, beggar-poor country 
of cheap labour, defenseless against capital penetration, so battered 
that it will never rise again, so shattered that it will never reunite, not 
even as a viable bourgeois country.

When the productive social capital of any part of the world is oblit-
erated, the potential value of private capital elsewhere is enhanced—
especially when the crisis faced today by western capitalism is one 
of overcapacity. Every agricultural base destroyed by western aerial 
attacks (as in Iraq) or by NAFTA and GATT (as in Mexico and else-
where), diminishes the potential competition and increases the mar-
ket opportunities for multinational corporate agribusiness. To destroy 
publicly-run Yugoslav factories that produced auto parts, appliances, 
or fertilizer—or a publicly fi nanced Sudanese plant that produced 
pharmaceuticals at prices substantially below their western competi-
tors—is to enhance the investment value of western producers. And 
every television or radio station closed down by NATO troops or 
blown up by NATO bombs extends the monopolizing dominance of 
the western media cartels. Th e aerial destruction of Yugoslavia’s social 
capital served that purpose.

We have yet to understand the full eff ect of NATO’s aggression. 
Serbia is one of the greatest sources of underground waters in Europe, 
and the contamination from US depleted uranium and other explo-
sives is being felt in the whole surrounding area all the way to the 
Black Sea. In Pancevo alone, huge amounts of ammonia were released 
into the air when NATO bombed the fertilizer factory. In that same 
city, a petrochemical plant was bombed seven times. Aft er 20,000 tons 
of crude oil were burnt up in only one bombardment of an oil refi nery, 
a massive cloud of smoke hung in the air for ten days. Some 1,400 tons 
of ethylene dichloride spilled into the Danube, the source of drinking 
water for ten million people. Meanwhile, concentrations of vinyl chlo-
ride were released into the atmosphere at more than 10,000 times the 
permitted level. In some areas, people have broken out in red blotches 
and blisters, and health offi  cials predict sharp increases in cancer rates 
in the years ahead.11

11 Report by Steve Crawshaw in Th e London Independent, reprinted in the San 
Francisco Examiner, July 26, 1999.
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National parks and reservations that make Yugoslavia among thir-
teen of the world’s richest bio-diversity countries were bombed. Th e 
depleted uranium missiles that NATO used through many parts of the 
country have a half-life of 4.5 billion years.12 It is the same depleted 
uranium that now delivers cancer, birth defects, and premature death 
upon the people of Iraq. In Novi Sad, I was told that crops were dying 
because of the contamination. And power transformers could not be 
repaired because UN sanctions prohibited the importation of replace-
ment parts. Th e people I spoke to were facing famine and cold in the 
winter ahead.

With words that might make us question his humanity, the NATO 
commander, US General Wesley Clark boasted that the aim of the 
air war was to “demolish, destroy, devastate, degrade, and ultimately 
eliminate the essential infrastructure” of Yugoslavia. Even if Serbian 
atrocities had been committed, and I have no doubt that some were, 
where is the sense of proportionality? Paramilitary killings in Kosovo 
(which occurred mostly aft er the aerial war began) are no justifi cation 
for bombing fi ft een cities in hundreds of around-the-clock raids for 
over two months, spewing hundreds of thousands of tons of highly 
toxic and carcinogenic chemicals into the water, air, and soil, killing 
thousands of Serbs, Albanians, Roma, Turks, and others, and destroy-
ing bridges, residential areas, and over two hundred hospitals, clinics, 
schools, and churches, along with the productive capital of an entire 
nation.

A report released in London in August 1999 by the Economist 
Intelligence Unit concluded that the enormous damage NATO’s aerial 
war infl icted on Yugoslavia’s infrastructure will cause the economy to 
shrink dramatically in the next few years (San Francisco Examiner, 
August 23, 1999). Gross domestic product will drop by 40 percent this 
year and remain at levels far below those of a decade ago. Yugoslavia, 
the report predicted, will become the poorest country in Europe. 
Mission accomplished.

Postscript

In mid-September 1999, the investigative journalist Diana Johnstone 
emailed associates in the US that former US ambassador to Croatia, 

12 See the communication from Serbian environmentalist Branka Jovanovic: http://
beograd.rockbridge.net/greens_from_belgrade.htm; March 31, 1999.
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Peter Galbraith, who had backed Tudjman’s ‘operation storm’ that 
drove 200,000 Serbians (mostly farming families) out of the Krajina 
region of Croatia four years ago, was recently in Montenegro, chiding 
Serbian opposition politicians for their reluctance to plunge Yugoslavia 
into civil war. Such a war would be brief, he assured them, and would 
“solve all your problems”. Another strategy under consideration by 
US leaders, heard recently in Yugoslavia, is to turn over the north-
ern Serbian province of Vojvodina to Hungary. Vojvodina has some 
twenty-six nationalities including several hundred thousand persons 
of Hungarian descent who, on the whole show no signs of wanting to 
secede, and who certainly are better treated than the larger Hungarian 
minorities in Rumania and Slovakia. Still, a recent $100 million appro-
priation from the US Congress fuels separatist activity in what remains 
of Yugoslavia—at least until Serbia gets a government suffi  ciently pleas-
ing to the free-market globalists in the West. Johnstone concludes: 
“With their electric power stations ruined and factories destroyed by 
NATO bombing, isolated, sanctioned and treated as pariahs by the 
West, Serbs have the choice between freezing honorably in a home-
land plunged into destitution, or following the ‘friendly advice’ of the 
same people who have methodically destroyed their country. As the 
choice is unlikely to be unanimous one way or the other, civil war and 
further destruction of the country are probable.”



CHAPTER TWELVE

JAMES PETRAS ON THE ISRAELI LOBBY, 
OCCUPIED PALESTINE AND USISRAELI MILITARISM

Stephen Lendman

Over his long distinguished career, James Petras authored hundreds of 
articles and dozens of books on many topics, including social change 
in Latin America, unmasking globalization as 21st Century imperial-
ism, and the subject of this contribution to his festschrift : the power of 
the Israeli Lobby, Occupied Palestine and US-Israeli militarism. Th is 
power gives US imperialism a particular twist in several (the US and 
Middle Eastern) arenas of international relations, as well as establish-
ing bulwark of US imperialism in a critically important albeit volatile 
area of the world state system.

Th is article reviews in depth some of his current writing and analy-
sis from three of his recent books: Th e Power of the Israeli Lobby in the 
US, Rulers and Ruled in the US Empire, and Zionism, Militarism and 
the Decline of US Power.

Th e Power of Israel in the US (2006) is a work of epic writing docu-
menting the infl uence of the most powerful lobby in Washington. It 
extends to the highest levels of government, the business community, 
academia, the clergy, the mass media, and, as Edward Said once said 
about the Senate virtually the entire (body) can be marshaled in a mat-
ter of hours into coming together for Israel.

Th e root of its power is in the high proportion of Jewish families 
among the wealthiest and most dominant in the country. Th ey include 
billionaires and many others who have created a ‘tyranny of Israel 
over the US’ with consequences grave enough to threaten world peace, 
security, the global economy, and democracy’s very future in America 
and elsewhere. Because of its infl uence, Washington unconditionally 
supported all Israeli aggression since 1967. Israel also played a leading 
role in both US Iraq wars and intervening sanctions, but that’s not all. 
It may press us into war on Iran and its hugely destabilizing eff ects if 
it comes. More still, it suppresses open Middle East debate and dis-
senting opposition to its imperial agenda—regardless of the harm to 
America or how grievously it violates international law.
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Attacking Iraq in 1991, 12 years of punishing sanctions, and then 
invading and occupying the country in 2003 removed one of Israel’s 
key adversaries, with Iran, Hamas, Hezbollah and Syria remaining. At 
the same time, it ended Iraq’s support of Palestine, allowing Israel to 
advance further toward its goal of total regional dominance in part-
nership with Washington.

Committed Israeli support makes this possible from (i) offi  cials 
at all levels of government; (ii) infl uential Jewish organizations and 
lobbying groups like the Conference of Presidents of Major Jewish 
American Organizations (CPMAJO), the Zionist Organization of 
America (ZAO), the Anti-Defamation League (ADL), and according to 
some observers, the single most powerful Washington lobby—AIPAC; 
as well as (iii) the vast ‘Jewish Diaspora’, including many thousands 
of dedicated activists: doctors, lawyers, dentists, philanthropists, key 
Wall Street fi gures, major bank executives, Federal Reserve governors, 
its chairman, other key businessmen, major media bosses, the clergy, 
academia and journalists given special prominence because of their 
support of a pro-Israeli agenda, the regime’s aggressive war policy, and 
its most grievous of disturbing crimes of war and against humanity—
like the savagery shown Gaza under siege and the Nazi-like blitzkrieg 
against civilian men, women and children, massacred as if for fun in 
an electronic war game.

As a result, Israel gets away with mass murder and receives more 
US aid than all other nations combined and special privileges with 
it: billions of dollars annually in aid; the latest weapons and technol-
ogy; low or no interest rate loans; some simply waived and not repaid; 
additional monetary aid as requested; unrestricted US market access 
for its products and services; free entry of its immigrants; guaranteed 
Security Council vetoes for unfavourable to its interests resolutions; 
freedom to operate covertly inside America, including on US military 
bases; and Washington’s partnership in its aggressive wars, its military 
agenda, occupation of Palestine, wars against Lebanon, unwarranted 
attacks on Syria, retention of the Golan Heights, and freedom to com-
mit the most grievous crimes of war and against humanity, including 
mass-Palestinian incarcerations, free use of torture and as much mass 
murder as expedient.

Regardless of its harm to America, Israel gets what it wants because 
the ‘Zionist power confi guration (ZPC)’ extends well beyond the 
Lobby. It includes a ‘complex network of interrelated formal and infor-
mal groups, operating at the international, national, regional, and local 
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levels’ unconditionally supporting Israel and its agenda of war, coloni-
zation and oppression. It infl uences the selection of political candidates 
and can defeat incumbents or aspirants daring to criticize Israel. It also 
shapes major media reporting, suppresses everything unsupportive
or critical, and can get academics fi red with Norman Finkelstein
Exhibit A.

ZPC’s fruition came under George Bush to the degree that Ariel 
Sharon once boasted that: ‘We have the US president under our con-
trol’. It is likely Israel’s next prime minister will say the same about 
Barack Obama, who Petras terms ‘America’s First Jewish President’ in 
his November 2008 article by that title. He quoted him asking Israeli 
president Shimon Peres: ‘What can I do for Israel?’

Petras further relates how Obama was spotted, chosen, groomed, 
vetted, judged safe on all matters for Israel, and may outdo George 
Bush and the neocons. He discusses the ‘conversion and promotion 
of Obama as an Israel-Firster’—a clear example of how ZPC infl uence 
builds ‘a near invincible power base in the US political system’ under 
either major party. ‘Obama’s conversion began through an ideologi-
cally diverse, individual, family, and community-based eff ort’—from 
local to national prominence with massive political tutoring and fund-
ing. It began when Harvard Law School Zionist professor (Martha 
Minow) spotted him on campus as a ‘smart, promising, and politically 
ambitious’ recruit. He then advanced step by step with powerful back-
ers to his current role—a sort of ZPC Manchurian candidate-president 
and not likely one to disappoint.

As Petras puts it: ‘Obama had crossed the River Jordan (and capitu-
lated) to the Zionfascists’ and their agenda. Call him George Bush’s 
third term and not ‘change to believe in’ as wishful thinkers will soon 
learn. Obama has surrounded himself with a coterie of pro-Israeli 
zealots from State to Defense to Treasury and all other high-level 
posts. In this connection Petras justifi ably worries about the ‘ascent of 
a minority of ambitious power-driven political operatives acting fi rst 
and foremost for a militarist colonial power in a strategic region of the 
world . . . the biggest threat to world peace and to US democratic values 
in recent history. . . . Where does that leave the American people, their 
rights, their interests and their country’s independent foreign policy?’ 
Given the gravest ever global economic crisis, an agenda of continued 
militarism, a stronger-than-ever alliance with Israel, and the continu-
ation of reckless policies the new administration espouses, be warned 
that the future under Obama looks grim and frightening.
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In his latest January 2009 article titled ‘Th e Politics of An Israeli 
Extermination Campaign: Backers, Apologists and Arms Suppliers’, 
Petras dissects Israel’s war on Gaza, its ‘totalitarian vision . . . ethno-
rascist ideology’, genocidal agenda, criminal targeting of civilians, and 
assured continuity under a new Israeli prime minister and Obama as 
America’s ‘fi rst Jewish’ president.

Gaza, as Petras constructs it, remains totally isolated and for Israel 
a ‘free fi re zone (against) the entire population of 1.5 million semi-
starved prisoners’ living in what Michel Chossudovsky calls a ‘con-
centration camp’—mercilessly under attack round the clock, including 
with illegal terror weapons. Israel even ‘boasts of having systematically 
planned the extermination campaign—months in advance—up to and 
including the precise hour and day of the bombing to coincide with 
infl icting the maximum murder of civilians: the rockets and bombs 
fell as children were leaving school (and others arriving for aft ernoon 
classes), as graduating police cadets were receiving diplomas, and 
as frantic mothers ran out from their homes to fi nd their sons and 
daughters’.

Israel and Washington planned the operation collaboratively 
‘because of (ZPC) infl uence’ over administration and congressional 
policies under Republicans and Democrats. Strong backing as well 
comes from media bosses, trade unions, academia, and the entire 
support network for turkey-shoot mass murder. As Petras describes 
it there is little hope for an independent US Congressional policy as 
long as Israel’s war of extermination in Gaza (or elsewhere) can be 
defended by the President, cabinet, House Speaker, leaders of both 
parties, and virtually the entire Washington establishment with enough 
power to matter.

Rulers and Ruled in the US Empire

In 2007 Petras’ Rulers and Ruled in the US Empire was published. 
Among other topics it discusses ‘systemic dimensions’ of the US state, 
evolving changes in the American ruling class, its corporatist system, 
the use of force and genocidal carnage, Latin American relations and 
regional events, as well as the power of the Israeli Lobby. In Part II 
of the book Petras covers the power of Israel and its Lobby in the 
following terms: (i) how they combined to torpedo the proposal of 
Jim Baker’s Iraq Study Group (ISG) for an alternative Middle East 
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agenda, a proposal that favoured stability and less confl ict, a phased 
withdrawal from Iraq, engaging Iran rather than waging war against 
Iran, and the policies demanded by ‘Big Oil’ for a more stable business
climate.

Israel, AIPAC and the ZPC make war with Iran their top priority 
and back candidates supportive of ‘Israel’s military solution to Iran’s 
(perfectly legal) nuclear enrichment programme’. For Israel and its 
Lobby, Arabs and Muslims threaten peace, and Washington should 
unconditionally support its agenda against them. Th e Lobby wanted 
war on Iraq and got it. Th e 2006 Lebanon one as well, targeting Syria, 
the current Gaza confl ict, and more ahead with Iran to neutralize 
Israel’s main regional rival—even at the risk of economic collapse and 
a possible calamitous world war. Petras calls Washington’s permanent 
war strategy in collaboration with Israel ‘an irrational gamble com-
parable to Hitler’s attack on Russia’ that doomed him and Germany. 
Attacking Iran and perhaps Syria and Hezbollah may result in ‘greater 
defeats, greater domestic rebellion’ and dark future prospects ahead.

Zionism, Militarism, and the Decline of US Power

In 2008, ‘Zionism, Militarism and the Decline of US Power’ continued 
the story. Petras discussed Zionism’s destructive infl uence on America: 
its stranglehold on US politics, the media and all other important seg-
ments of society. He debunked the notion that ZPC infl uence is like 
all others, providing convincing evidence of its veto power over war 
and peace, trade and investment, multi-billion dollar arms sales, and 
Middle East policies under both major parties.

One example of this power is in the various pretexts advanced 
for invading and occupying Iraq: the ‘weapons of mass destruction’ 
(WMDs), which were known not to exist at the outset; the removal of 
a dangerous dictator, a valued ally of the US pre-Gulf war; bringing 
‘democracy’ to the region when in fact every eff ort is made to suppress 
it; preventing a civil war in occupied Iraq when the presence of the US 
state was more likely to bring one about; the need for a military victory 
to retain for the US superpower status; reassuring regional regimes 
that the US can be relied on for protection and reminding outliers that 
war against them may be next; and to demonstrate the power of Pax 
America—that it is willing and able to both fi ght and defeat whatever 
the US designates as ‘terrorism’.
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However, the longer the Iraq and Afghan wars continue, the less 
convincing these arguments have become. And the more likely that 
occupation will lead to resistance the greater the economic and politi-
cal cost, and the increased chance that the US public no longer will 
put up with permanent wars at a time grave domestic needs should 
take precedence.

Wars nonetheless persist with possible larger-scale confl ict ahead 
and with perilous consequences. But the Israeli Lobby clearly wants it, 
and those opposed are intimidated, blackmailed, smeared, pressured, 
removed from positions of authority, and at times even murdered in 
ways disguised as unfortunate accidents—a long-time CIA practice 
against ‘uncooperative’ leaders and high offi  cials anywhere, including 
at home. It is in fact diffi  cult to explain why the Israeli lobby is so 
intent on the projection of state power and military force, but as Petras 
constructs it, as always with solid empirical data, Israel and its US 
Lobby want sequential wars for more power as a means of eliminating 
all regional challengers to the power of the Israeli state. As it turns out, 
both Congress and the administration are supportive. By all accounts 
(not just Petras’), with Washington-Israeli regional domination as the 
goal, the exceedingly high cost and duration of the Palestine confl ict 
are no deterrents.

Th e ZPC-Israeli Lobby: What is it?

What precisely is the ZPC-Israeli Lobby—a power unlike any other 
politically! Representing less than 1% of the population, it consists 
of ‘a multiplicity of highly organized, well-fi nanced and centrally-
directed structure throughout the US’. It includes scores of political 
action committees, a dozen or more think tanks, and the ‘52 major 
American Jewish organizations grouped under the umbrella listing 
Conference of Presidents of Major American Jewish Organizations 
(CPMAJO)’.

Equally or even more important are grassroots Jewish federations 
and organizations throughout the US, including infl uential profession-
als and activist students plus the entire political establishment from 
Washington to state and local levels.

Th e ZPC ‘octopus’, in Petras’ account, reaches everywhere—‘far 
beyond the traditional centres of big city power and national poli-
tics . . . into remote towns and cultural spheres’ across the country. With 
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powerful mass media backing, its infl uence is enormous, and only the 
brave (perhaps foolish) dare opposes it. Yet they do, their numbers 
grow, and may swell because of Israel’s outrageous Gaza slaughter.

Today, the Lobby ‘is at or near the peak of its political power’, yet 
remains vulnerable. Hostility against it is growing. Unless stopped, it is 
heading America toward what Chalmers Johnson views as the dynamic 
that doomed past empires unwilling to change: ‘isolation, overstretch, 
the uniting of local and global forces opposed to imperialism, and 
in the end bankruptcy’ plus authoritarian rule, the loss of personal 
freedom, and the end of democracy. America’s alliance with Israel and 
submissiveness to its Lobby hastens the arrival of that kind of future.

Petras again reviewed the possibility of war with Iran and further 
regional adventurism. He also discussed how top-level Pentagon com-
manders are replaced by more compliant ones when they are not in 
accord with Israel and its militarism. He then addressed how this 
agenda foretells a ‘decline of US power’ as well as a brief history of 
military vs. market-driven empire building. He distinguishes between 
wars of conquest vs. ‘large-scale, long-term economic penetration via a 
combination of investments, loans, credits and trade in which market 
power and superiority (greater productivity) in the means of produc-
tion led to . . . a virtual empire’.

Aft er WW II, European militarism declined. America’s advanced for 
foreign wars, proxy ones, encircling the world with bases, and estab-
lishing an unprecedented military-industrial complex for supremacy. 
Today over $1 trillion annually goes for ‘defense’ with all spending 
categories included plus multi-billions more off -the-books and secret 
CIA, NSA and other undisclosed spending.

America expanded its war-making capacity while Western Europe, 
Japan, and more recently China and Russia emphasize economic 
development with predictable results. Th e US prospered through the 
1960s before competition became formidable. Since then, ‘European 
and Japanese (and now Chinese, other Asian, Russian and Latin 
American) market-based (economies) moved with greater dynamism 
from domestic to export-led growth and began to challenge (our) pre-
dominance in a multiplicity of productive sectors’.

Th ese regions are more dominant as US economic supremacy 
declines, leaving America only tops in militarism, and that’s now 
stretched to the limit. Why so? Because of decades of off -shoring man-
ufacturing and growing a predominantly service economy. As a result 
(except for Wall Street and high fi nance and tech in good times), low 



280 stephen lendman

wage jobs replaced better-paying ones. Social benefi ts are being lost, 
and unions are a shadow of their former selves.

In addition, trade and current account defi cits are enormous. Th e 
national debt is skyrocketing. Money is created like confetti—what 
one analyst calls ‘toilet paper’ and wonders why other countries accept 
it. Th e currency is being debased. Th e groundwork is being laid for a 
future hyperinfl ation, and according to one noted economist, a Great 
Depression does not loom ahead, a ‘Very Great Depression’ does because 
of past excesses and hugely counterproductive current policies.

In the book, Petras reviews the empire-building project since WW 
II that brought the US to its current dilemma. US prosperity peaked 
in 1999 and ever since declined—now precipitously. Even during a 
global economic crisis, China, India, Russia, European, Asian and 
Latin American states are developing their economies and expanding 
business relationships around the world while America’s position is 
eroding.

Th e more Washington advances militarism in partnership with 
Israel, the worse off  in the end things will get. History shows that 
‘imperial wars destroy the productive forces and social networks of 
targeted countries’. Th ey eat the aggressor’s seed corn as well and let 
market-based economies gain advantage through productive alliances. 
‘Militarist imperialism has weakened the entire economic fabric of 
the US empire without any compensatory gains on the military side’. 
Since WW II, George W. Bush waged the US’s only two relatively or 
somewhat successful confl icts, both against weak opponents, and they 
were quick and cheap. In contrast, Korea and Southeast Asia were 
quagmires. So are Iraq and Afghanistan today. Here no end to confl ict 
is in sight, and many hundreds of billions of dollars, badly needed at 
home, are going to waste or consumed unproductively. Th e fi nancial 
resources consumed us staggering in its volume and its impact on the 
US economy.

In the context of this enormous misallocation of resources, together 
with the broader impact of the stranglehold of the Israeli lobby over 
US foreign policy—economic decline, national insolvency, the loss 
of personal freedom and the erosion of democracy—the prospects 
for improvement or change are dismal: up for grabs all because of a 
destructive alliance with Israel.

Even so, what harms America helps the Jewish state, at least in the 
short run. In that light, Iraq was a great success. Saddam was deposed. 
A key Palestinians backer was removed. Th e country was smashed, 
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destroyed and dismembered. Israel’s regional dominance increased. It 
is unimpeded in colonizing and devastating Palestine. Next up per-
haps Iran as a regional threat. Syria, Hezbollah and Hamas as well. 
And proxy wars continue against Pakistan and Somalia, and perhaps 
future ones in Venezuela, Bolivia, Ecuador—even Russia, with Georgia 
attacking South Ossetia an early warning.

Petras views the ‘Judeo-centric view of the world’ as deadly. Believing 
that ‘what is good for the Jews (means) providing unconditional sup-
port to an aggressive colonial state’ (Israel) it is, he argues, a guaran-
teed ‘formula for global disaster’. A tiny minority of Jews and their 
supporters back it. In contrast, most Jews and others have no ideo-
logical ties to Israel, are dubious of imperial wars, see no advantage in 
them for themselves and are not comforted by America funding them 
when that spending is vitally needed at home.

No matter: the worst of policies persist. ‘Where will it take us? 
When will it end?’ In the depths of tyranny unless enough people halt 
‘uncontainable humanitarian calamities whose ramifi cations impact 
the entire world’ and may end up destroying it and our futures.

Looking Ahead

As this is written, George Bush has but a few days left  in offi  ce. When 
published, Obama will be president and a new Israeli prime minister 
likely elected. Petras looked at the prospects of new leadership of the 
US state. In December 2008, he refl ected on this in an article, whose 
title—‘A Historic Moment: Th e Election of the Greatest Con-Man in 
Recent History’—speaks for itself. Unfortunetely, this writer has to 
wholeheartedly agree with the explicit judgment on Obama. Petras: 
‘even a cursory analysis of his key campaign advisors and public 
commitments to Wall Street speculators, civilian militarists, zealous 
Zionists and corporate lawyers . . . point(s) to a continuation of the eco-
nomic and military policies of the Bush administration’.

Make no mistake, he continues: ‘Within three weeks of his election, 
he appointed all the political dregs who brought on the unending wars 
of the past two decades, the economic policy makers responsible for 
the fi nancial crash . . . Obama (speaks to) workers and work(s) for their 
fi nancial overlords . . . He promise(s) peace in the Middle East (and) 
swears undying allegiance to the (ZPC) War Party . . . serving a foreign 
colonial power (Israel).
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On a bigger stage, Petras argues, admittedly with no empirical evi-
dence, ‘Obama will be the perfect incarnation of Melville’s Confi dence 
Man. He catches your eye while he picks your pocket’. As Petras sees 
it, an Obama administration will assure continuity with the worst of 
George Bush: permanent wars, homeland repression, economic cor-
ruption and collapse, the continued pillaging of the national treasury, 
rewarding ‘banksters’ for their crimes, debasing the currency, eff ec-
tively neutralizing organized labour, and destroying what remains of 
democracy in America—all the while hailing ‘change to believe in’.

Only to the degree of even more of the same failed policies heading 
us to the edge of the abyss. ‘Let us (celebrate) our “First Afro-American” 
Imperial President, (black on the outside, deceptive beneath), who wins 
by con . . . rules by guns’, and assures the grimmest of grim futures for 
his own people and damn near all the rest of us as well.

In his January 8/09 article, ‘Venezuela: Socialism, Democracy 
and the Re-Election of President Chávez’, Petras comments on the 
country’s February 15 constitutional referendum to allow indefi nite 
re-elections of the President in the context of an eff ective, working 
democracy where voters choose their leader and can keep him or her 
as long as they wish. Since February 1999, Petras notes, Chávez trans-
formed Venezuela from an ‘oligarchic electoral politics to democracy’, 
a process labeled by many observers in the US, and many political 
scientists and sociologists in the liberal tradition, as a ‘dictatorship’ in 
the making. Chávez, in this context, overcame a 2002 US-backed coup 
against a democratically elected regime, a subsequent oil management 
lockout, and through electoral victories ‘strengthened the process of 
democratization of the state and civil society’. In this context it is not 
diffi  cult to agree with Petras that allowing (by constitutional change) 
Chávez to be re-elected ‘is essential for the continuation of the dem-
ocratic process and social welfare of Venezuelans’. For one thing, 
Chávez ‘audacious(ly)’ defends ‘world peace and humanitarian justice’, 
is strongly opposed to genocidal imperial wars, and he had the cour-
age to expel Israel’s ambassador in response to his country’s deadly 
attack and prosecution of the Gaza war. For another, in comparing 
Chávez to Barack Obama Petras observes: [[a]t a time of Israel’s geno-
cidal war, backed by the US and at a time when newly-elected Obama 
doubles military spending and troops for wars in Afghanistan, Iraq 
and possibly Iran, the world looks to President Chávez as the world’s 
foremost humanitarian leader, the outstanding defender of freedom, 
peace, and self-determinination’ when so little of them are around and 
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none whatever in Washington or Tel Aviv, whichever party in either 
country governs. ‘Con (and) guns’ indeed, when carnage in Gaza rages 
with the full support of Obama and Congress.

For Palestinians, as for Americans and others across the world, the 
struggle continues—for peace, social justice, self-determination and 
liberation. Fortunately for us and even more so for the oppressed in 
the Middle East and elsewhere, James Petras continues his long-term 
engagement in this struggle as a committed scholar-activist, critical 
sociologist, a Marxist and revolutionary.
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