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Preface

The Clarendon Lectures were delivered in the School of
Geography and the Environment at Oxford University on
5, 6, and 7 February 2003. Thetiming is sgnificant. War
against Irag, though seemingly imminent, had yet to
begin and the faint hope still stirred that it could be
stopped. That hope was bolstered by the huge globa
demonstrations, with amillion or so people on the streets
of London and Barcelona and impressve numbers
recorded in many cities elsawhere throughout the world,
including the United States, on 15 February. Sentiment
within the Security Council of the United Nations largely
supported the view that the threats posed by what every-
one agreed was a barbaric and despotic regime could be
resolved by diplomatic means. In spite of this opposition,
military action against Iraq was initiated at the behest of
the United States, supported most conspicuously by
Britain and Spain, on 20 March. At the time of writing the
outcome of the war, though not in doubt militarily, is still
unclear. Will it end up being, or appearing to be, acolonia
occupation, aUS-imposed clientelist regime, or agenuine
liberation?
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Preface

On the one hand, these fast-moving events made it very
difficult to devise a set of lectures on the topic of 'the new
imperialism'’. But, on the other hand, the very nature of
these events and the threats they posed economicaly,
politically, and militarily to global security made some sort
of in-depth andlysis imperative. | therefore determined to
try asbest | could to penetrate beneath the surface flux to
divine some of the deeper currents in the making of the
world's historical geography that might shed some light
on why we have arrived at such a dangerous and difficult
conjuncture.

In pursuance of that objective | gained much from sit-
ting in on a year-long seminar organized on the topic of
‘Imperialism' by Neill Smith and Omar Dahbour in the
Center for Place, Culture and Politics a the CUNY
Graduate Center. | wish to acknowledge the help of Neil,
Omar, and the participants in that seminar in shaping
many of my insights. Severd colleagues in the
Anthropology Program at CUNY likewise commented
freely on my topic, and | thank Louise Lennihan, Don
Robotham, Ida Susser, Jane Schneider, Talal Assad, and
particularly Michael Blim and the students who partici-
pated in our joint seminar on ‘'Land, Labor, and Capital’
for their input. The initial idea for some sort of interven-
tion along thelines | here construct first vaguely occurred
to mein ajoint seminar | taught with Giovanni Arrighi at
Johns Hopkins. | owe Giovanni aspecia debt. | am grate-
ful to my colleagues in the Oxford School of Geography
for the invitation to return to my old haunts and deliver
these lectures at such an appropriate time and in such an
appropriate place. | particularly want to thank Maria
Kaka, Jack Langton, and Erik Swyngedouw for their
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Preface

warm welcome as wdll as for their intense interest in the
topic. Anne Ashby of Oxford University Press proved
most helpful and, as dways, Jan Burke played her ines-
timable part in galvanizing meinto action. Over the years
| have gained much from interactions with others far too
numerous to mention here. | hope | have put their indi-
vidual and collective wisdom and understanding to good
use in these lectures.

D.H.






1
All About Oill

My aimisto look at the current condition of globa capit-
aism and therole that a'new" imperialism might be play-
ing within it. 1 do so from the perspective of the long
duree and through the lens of what | cal historical-
geographica materialism. | seek to uncover some of the
deeper transformations occurring beneath dl the surface
turbulence and volatility, and so open up a terrain of
debate as to how we might best interpret and react to our
present situation.

The longest duree any of us can actually experience is,
of course, alifetime. My first understandings of the world
were formed during the Second World War and itsimme-
diate aftermath. Then, the idea of the British empire till
had resonance and meaning. The world seemed open to
me because so many spaces on the world map were
coloured red, an empire upon which the sun never set. If
| needed any additional proof of ownership, | could turn
to my stamp collection—the head of the British monarch
was on stamps from India, Sarawak, Rhodesia,
Nyasaland, Nigeria, Ceylon, Jamaica... But | soon had to
recognize that British power was in decline. The empire
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was crumbling a an alarming rate. Britain had ceded
globa power to the United States and the map of the
world started to change colour as decolonization gathered
pace. The traumatic events of Indian independence and
partition in 1947 signaled the beginning of the end. At
first | was given to understand that the traumawas atyp-
ical example of what happens when 'sensible’ and ‘fair'
British rule gets replaced by irrational native passions and
reversions to ancient prejudices (a framework for under-
standing the world that was and is not confined to Britain
and has exhibited remarkable durability). But as struggles
around decolonization became fiercer, so the seamier and
more nefarious side of imperial rule became more salient.
This culminated, for me and for many others of my gen-
eration, in the Anglo-French attempt to take back the
Suez Cand in 1956. On that occasion it was the United
States that rapped Britain and France over the knuckles
for resorting to war to topple an Arab leader, Nasser, who,
in Western eyes, was every bit as threatening and as 'evil’
as Saddam Hussein is now depicted. Eisenhower pre-
ferred peaceful containment to war, and it is far to say
that the global reputation of the United States for leader-
ship rose just as that of Britain and France fel precip-
itoudy. | found it hard after Suez to deny the perfidious
sde of a nakedly self-interested and rapidly fading but
distinctively British imperialism.

Things looked very different to a young student from
the Bronx who came to Oxford in the early 1960s
Marshall Berman records how he could not stand the 'lan-
guid young men who looked like extras from Brideshead
Revisited, who slouched around in tuxedos (which often
looked like they'd been dept in), vegetating while their
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fathers owned the British Empire and the world. Or at
least they acted like their fathers owned the world. | knew
how much of it really was an act: the Empire was kaput;
the children of its ruling class were living on trust funds
that were worth less every year, and inheriting companies
that were going broke ... at least | knew | was moving up
in the world."1 wonder how he feds now, with al those
faled 'dot.com' companies littering the American land-
scape, accounting scandals, the catastrophic decline in
stock markets that has destroyed a good chunk of every-
one's pension rights, and sudden belligerent claims, most
notably represented by the front cover of the New York
Times Magazine for 5 January 2003: 'American Empire:
Get Used to It."? For me, it feds passing strange to come
to consciousness of the world at the moment of one
empire's passing and to come to retirement age at a
moment of such public proclamations of the officid birth
of another.

Michael Ignatieff, the author of the New York Times
piece, forcefully reiterates an earlier assertion (o in the
New York Times Magazine of 28 July 2002) that
'Americas entire war on terror is an exercise in imperial-
ism. This may come as a shock to Americans, who don't
like to think of their country as an empire. But what ese
can you cal Americas legions of soldiers, spooks and
gpecial forces straddling the globe? The US can no longer
favour empire 'lite’ or expect to do it on the cheap, he
argues. It should be prepared to take on a more serious
and more permanent role, be prepared to stay for the long
term to realize mgor transformative objectives. That such
amainstream publication should give such prominence to
the idea of American empire has dgnificance. And


http://'dot.com'

All About Oil

Ignatieff is not alone in these assertions. Max Boot, an
editor of the Wall Street Journal, opines that 'a dose of
U.S. imperidism may be the best response to terrorism'.
America must be more expansive, he says. 'Afghanistan
and other troubled lands today cry out for the sort of
enlightened foreign administration once provided by sdf-
confident Englishmen in jodhpurs and pith helmets.
With their grand imperial traditions so nostalgically
depicted, the British also got in on the act. The conserva-
tive historian Nial Ferguson (whose TV series and
accompanying book document, in true patriotic fashion,
not only the heroic deeds of Britain's empire-builders but
also the peace, prosperity, and well-being that this empire
supposedly gave to the world) advises that the US must
diffenitsresolve, shell out the money, and 'make the tran-
sition from informal to forma empire'. A 'new imperial-
ism', many now assert, is already in operation, but it cals
for more explicit acknowledgement and a more solid
commitment if it is to establish a Pax Americana that
can bestow the same benefits upon the world as the
Pax Brittanica secured in the last haf of the nineteenth
century.>

Thisis acommitment that President Bush seems will-
ing to make in spite of his declaration in a West Point
speech that 'America has no empire to extend or Utopiato
establish’. 9/11, he wrote in an op-ed piece for the New
York Timesontheanniversary of that tragedy, hasclarified
Americas role in the world and opened up great
opportunities. 'We will use our position of unparalleled
strength and influence to build an atmosphere of inter-
national order and opennessin which progress and liberty
can flourish in many nations. A peaceful world of growing
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freedom serves American long-term interests, reflects
enduring American ideals and unites Americasallies....
We sk ajust peace', he wrote while preparing to go to
war, 'where repression, resentment and poverty are
replaced with the hope of democracy, development, free
markets and free trade', these last two having 'proved
their ability to lift whole societies out of poverty'. The
United States, he asserted, 'will promote moderation,
tolerance and the nonnegotiable demands of human dig-
nity—the rule of law, limits on the power of the state, and
respect for women, private property, free speech and
equal justice'. Today, he concluded, 'humanity holdsinits
hands the opportunity to offer freedom's triumph over al
its age-old foes. The United States welcomesiits responsi-
bility to lead in this great mission." This same language
appeared in the prologue to the National Defense
Strategy document issued shortly thereafter.* This may
not amount to a forma declaration of empire but it most
certainly is a declaration redolent of imperia intent.
There have been many different kinds of empire
(Roman, Ottoman, Imperial Chinese, Russian, Soviet,
Austro-Hungarian, Napoleonic, British, French, etc.).
From this motley crew we can easly conclude there is
considerable room for manoeuvre as to how empire
should be construed, administered, and actively con-
structed. Different and sometimes rival conceptions of
empire can even become internalized in the same space.
Imperial Chinawent through a strong expansionary phase
of oceanic exploration only to suddenly and mysteriousy
withdraw into itsdf. American imperiaism since the
Second World War has lurched in unstable fashion from
one vague (because dways left undiscussed) conception of
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empire to another. If Bush the younger betrays a certain
Napoleonic impulse, wanting to march on Baghdad and
perhaps afterwards on Tehran (where some of the hawks
in the administration apparently believe 'real men' truly
belong), Clinton's approach (interestingly dubbed ‘effem-
inate' by the Bush administration) more resembled that of
the Ottoman empire at its height. Highly centralized
within the US Treasury, where Rubin and then Summers
were commanding figures, soft power was preferred to
hard, and the rest of the world was treated with consider-
able multicultural tolerance. Politics was conducted in
multilateral rather than unilateral terms. The construc-
tion of American imperial power under Roosevelt,
Truman, and Eisenhower right through to Nixon, on the
other hand, mirrored the subordinate client state
approach of the Soviets rather than anything else, with the
difference that Japan, unlike Hungary or Poland, was left
free to develop its own economy provided it remained
politicaly and militarily compliant with US wishes. The
actually existing American empire was acquired, Ignatieff
suggests, not in afit of absent-mindedness (as the British
liked to claim), but in a state of denial: imperial actionson
the part of the United States were not to be talked of as
such, nor were they dlowed to have any ramifications for
the domestic situation. It was this that produced 'empire
lite' rather than an empire of solid, long-term commit-
ment.”

There are plenty of people on what might be caled the
'‘traditional left' who hold that the US has been an imper-
id power for at least a century or more. Fulsome analyses
of American imperialism were available in the 1960s, par-
ticularly focusing on the US role in Latin America and
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South-East Asa There were substantive disputes
between the then newly minted dependency theorists
(like Frank) and those more inclined to take Hobson,
Hilferding, Lenin, Luxemburg, and other turn-of-the-
century theorists at their word. And Mao certainly con-
sidered US imperialism the primary contradiction with
which he had to contend. But the publication of Hardt
and Negri's Empire in 2000, and the controversy that sur-
rounded it, challenged traditional debates and suggested
that left opposition had to be rethought in relation to
a decentred configuration of empire that had many
new, postmodern, qualities. While critical of this line of
argument, many others on the left began to recognize that
the forces of globdization (however those might be con-
strued) were creating anovel situation that required anew
framework of analysis® The overt recognition of empire
and of imperialism by those on the right aswell asthose of
a libera persuasion was therefore a welcome acknow-
ledgement of what had long been the case. But it dso indi-
cated that imperialism might now be taking on, a rather
different allure. The effect has been to turn the questions
of empire and of imperialism into open topics of debate
across the political spectrum (it was noteworthy that
Hardt and Negri's work gained attention in the main-
stream media). But this then poses the further question:
what, if anything, is new about al this?

| approach this question in thefirst instance through an
examination of contemporary events. The US, backed by
Britain, Spain, and Australiaand with the approval of sev-
eral other states, has goneto war with Irag. But it has done
so in the midst of fierce opposition from severa tradi-
tional dlies, most notably France and Germany, aswell as
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from long-standing opponents, most notably Russia and
China. Popular mobilizations against the war have
occurred around the world and there is a sense of bewil-
derment on the part of many as to why the Bush adminis-
tration became fixated upon such a course of action. The
evidence suggests that there is something deep at work
in this. But it is hard to see what it is. These deeper
meanings have to be excavated from beneath an incredible
surface froth of misleading rhetoric and disinformation.

A Tale of Two Oil Producers

The coup that overthrew President Chavez of Venezuela
in April 2002 was greeted with euphoria in Washington.
The new president—a businessman—was instantly
recognized and the hope expressed that stability and order
would return to the country, thus creating the basis for
solid future development. The New York Times editorial-
ized in identical language. Most peoplein Latin America,
however, immediately saw the hand of the CIA and
recalled what the Chileans now ironically refer to as 'their
little September 11th' of 1973 when the democratically
elected socidist, Salvador Allende, was overthrown in a
brutal coup by General Augusto Pinochet. In the State
Department archive of that event thereisaCIA cable that
reads 'It is firm and continuing policy that Allende be
overthrown by acoup ... We are to continue to generate
maximum pressures toward this end utilizing every
appropriate resource. It isimperative that these actionsbe
implemented clandestinely and securely so that United
States Government and American hand be well hidden."”
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It is not hard to imagine similar cables with respect to
Venezuela adorning the State Department website at
some future date.

The coup was reversed three days later and Chavez
then came back to power. The State Department soberly
denied any prior knowledge about anything, saying it was
al an internal matter. It was to be hoped that a peaceful,
democratic, and constitutional solution to the difficulties
would be arrived at, they said. The New York Times edi-
torial followed suit, merely adding that perhaps it was not
a good idea to embrace the overthrow of a democratically
elected regime, however obnoxious, too readily if one of
Americas fundamental values was support for democ-
racy.

The paralel with Irag, incidentally another key mem-
ber of OPEC, is ingtructive. There, the United States
clams to have an interest in establishing democracy. Of
course it had earlier overthrown the democratically
elected Mossadegh of Iran in 1953 and installed the dicta-
torial Shah of Iran upon the throne. So presumably it is
only democratically eected governments of a certain sort
that will be tolerated. But in this instance the clam to
want to democratize Iraq and the whole region was but
one clam among awelter of often conflicting explanations
given as to why it was important to be prepared to go to
war. Most people, even supporters, were perplexed and
confused by the rationalizations. It proved hard to get
behind the clutter of disnformation and the perpetually
shifting arguments. An early attempt to connect Irag to
the anthrax attacks in the United States failed miserably.
While Irag has a ghastly record of using biological and
chemica weapons, most of this occurred when the United
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States was supporting Iraq against Iran, and the State
Department deliberately mided the world into thinking
that both sdes were then resorting to such heinous
methods when it knew full well that Irag was the sole
offender.? The equally ghastly record on human rights
warrants consideration, but this hardly makes sense as
policy when the US government proffers military assist-
ance to Algeria—a country that vies with Irag in terms of
violent human rights abuses to suppress its Idamicist
opposition (120,000 deaths estimated in the last eight
years). William Burns, US Assistant Secretary of State for
the Middle East, even went so far as to say that ‘we have
much to learn from the Algerians when it comes to con-
trolling terror'.® This may explain why the issue of when
torture might be justified suddenly became a matter of
public debate in the United States (again given promin-
enceinthe New York Times).

Then there is the problem of the weapons of mass
destruction. What Iraq does have is hard to know, but its
military capacity was so degraded during and after the
Gulf War that even CIA assessments considered it to be
no real threat to the peace of the region. This made asser-
tions that Irag was a threat to the United States (with
President Bush bizarrely going so far as to assert that an
Iragi attack upon the United States would do great
damage to the US economy) sound foolish. The CIA con-
cluded that Saddam would use biologica and chemica
weapons, if he had them, only if provoked. This made it
doubly hard to explain why it was that the US seemed so
determined to provoke him. Most probably Irag is trying
to go nuclear, but then so are a lot of other countries,
with North Korea openly declaring so. The weapons

10
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inspectors, when finally alowed in, could not find that
much. In any case, regime change was the origina objec-
tive and disarmament only became prominent as areason
to invoke the authority of the United Nations, given that
the UN Charter does not dlow for pre-emptive attacks.
And if dl that faled, then Saddam had to go because he
was aliar (an appellation that sticksto so many politicians
that it quickly became a joke), ruthless (but then so is
Sharon), reckless (not proven), or an incarnation of evil
that had to be combated as if war in the Middle East was
an episode in some long-running medieval morality play
(with Saddam cast as Mordor and George Bush as the
brave Frodo accompanied by Blair as his faithful Sam). In
the end it was al made to sound as if the US and Britain
had become committed to some high-sounding moral
mission to free the Iragi people no matter what and
implant American-style enlightenment in the Middle
East.

Indl of this, it was hard not to have the impression that
something very important was being concealed behind a
whole series of smokescreens. At first it seemed plausible
that there was secret information that could not be
reveded, but every time there was an attempt to reved
something from the secret archive it appeared either triv-
id, easlly refuted, or, in the case of the British revelations
that were plagiarized without acknowledgement from a
five-year-old doctora dissertation (part of which had
aready been published in Foreign Affairs), was so sloppily
researched as to be hard to take serioudy. Leaks from the
intelligence community in the United States suggested
that some of its members were unhappy with the way in
which their information was being doctored by the

1
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administration. Small wonder that the balance of world
opinion, in spite of a bellicose press (Al 175 newspapers
owned by Murdoch world-wide, staffed by editors sup-
posedly chosen for their independence, unanimously pro-
claimed war was agood thing, as did various others owned
by mediatycoons), and a lot of hectoring from the polit-
icians, remained profoundly sceptical, if not outright
opposed to war.

So what is really going on? The stated reasons fal to
convince; they smply do not add up to acompelling case.
What, then, might the unstated reasons be? And here we
may have to confront the fact that these reasons may not
even be well understood by the principal actors in the
drama, or, if they are understood, that they are being
actively suppressed or denied.

The Inner Dialectic of US Civil Society

Shortly before the German elections in 2002, the German
Minister of Justice caused a furore by suggesting that the
adventurism of the Bush administration abroad was
designed to divert attention from its difficulties at home.
Her mistake was to add that this had been one of Hitler's
tactics too, and for that she had to go. The effect,
unfortunately, was to bury any serious discussion on the
first part of her proposition.

There is indeed a long history of governments in
trouble domestically seeking to solve their problems either
by foreign adventures or by manufacturing foreign threats
to consolidate solidarities at home. The idea warrants
serious consideration in this case because the internal

12
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condition of the United States during 2002 was in many
respects more parlous than it had been for many years.
The recession that began early in 2001 (and which was
prodded onwards by the shock of 9/11) would not go
avay. Unemployment was rising and the sense of eco-
nomic insecurity was palpable. Corporate scandas cas-
caded over each other and seemingly solid corporate
empires were literally dissolving overnight. Accounting
fallures (as well as outright corruption) and failures of
regulation were bringing Wdl Street into disrepute, and
stocks and other asset values were plunging. Pension
funds lost between a quarter and a third of their value (if
they did not totally disappear, as in the case of the funds
of Enron employees), and the retirement prospects of the
middle class took a serious hit. Health care was in amess,
federal, state, and loca government surpluses were evap-
orating fast, and deficits began to loom larger and larger.
The current account balance with the rest of the world
was going from bad to worse as the United States became
the biggest debtor nation of dl time. Socid inequality had
long been on the increase but the tax-cut fetish of the
administration seemed set fair to increase it further.
Environmental protections were being gutted, and there
was a deep reluctance to reimpose any regulatory frame-
work on the markets even in the face of clear evidence of
market failure. Totop it all, the president had been elected
by afive-to-four vote of the Supreme Court rather than by
the people. Hislegitimacy was questioned by at least half
the population on the eve of 9/11. The only thing to pre-
vent the political annihilation of the Republicans was the
intense solidarity—verging on a nationalist revival—cre-
ated around the events of 9/11 and the anthrax scare (still,

13
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curioudly, not solved and largely forgotten except as ahar-
binger of the sort of thing Saddam would be only too
ready to inflict). While Afghanistan submitted to US
power quickly and (for the Americans) bloodlessly, Osama
had not been found 'dead or aive and the war on terror-
ism was not producing very much in the way of spectacu-
lar results. What better moment, then, than to switch the
focus to Irag, as one of the key pillars in ‘an axis of evil'
that the hawkish members of the Bush administration had
wanted to go after militarily ever since the inconclusive
end to the Gulf War? That the diversionary tactic worked,
at least in the short run, is a matter of history. The
American public by and large accepted the idea that there
was some sort of connection between a Qaeda and
Saddam's regime and that the latter was in any case a
aufficiently dangerous and evil enemy as to warrant milit-
ary action to remove him. And en route the Republicans
were ale to consolidate political power through the
Congressional elections, and the president could shed the
air of illegitimacy that had hung over his election.

But there may be something far deeper at work here
that converts what looks like shadlow political oppor-
tunism into a compelling and enduring political force
within the geopolitical history of the United States. To
begin with, fear of Iragi power and of a potentialy dis-
ruptive pan-Arabic movement had long lurked within
successve US administrations. Colin Powell had laid
military contingency plans to deal with Irag prior to the
first Gulf War. Paul Wolfowitz, who became Bush's
Deputy Secretary of Defense, had explicitly argued for
regime change in lrag as early as 1992 and publicly pro-
claimed so throughout the 1990s. Regime change became

14
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accepted policy in the Clinton administration. A neo-
conservative group brought together under the rubric
of the Project for the New American Century in 1997
insisted on this as akey objective and urged that it be done
militarily. The group included Rumsfeld, Wolfowitz,
Armitage, Perle, and severd others who were to form
the core of Bush's defence and foreign policy team. Geo-
strategicaly, then, Irag had long been in the sights of this
group. But they recognized in a 1999 report that it would
take'a catastrophic and catalyzing event, like a new Pearl
Harbor' to make a military strike acceptable internation-
aly and domestically. 9/11 provided the opportunity, if
only they could make a connection between Saddam and
a Qaeda.’® With most of the American public uncaring
and uninformed about almost anything geographical, it
proved fairly easy to parlay the hunt for terrorists into a
campaign to hunt down and remove Saddam. The rest of
the world was not so convinced.

There is yet another dimension to this internal
dynamic that needs to be understood. The US is a quite
extraordinary multicultural immigrant society driven by a
fierce competitive individualism that perpetually revolu-
tionizes socia, economic, and politica life. These forces
render democracy chronicaly unstable, difficult if not
impossible to command except through the corruption of
financial power. There are times when the whole country
appears so unruly as to be ungovernable. Hannah Arendt
captures what such acivil society is about exactly:

Since power isessantidly only ameans to an end acommunity
based s0ldy on power must decay in the cdm of order and sta-
bility; its complete security revedsthat it isbuilt on sand. Only
by acquiring more power can it guarantee the status quo; only

15
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by congantly extending its authority and only through process

of powe accumuldion can it reman dable Hobbess

Commonwedth is a vadllaing structure and must dways

provide itsdf with new props from outside; otherwise it would

collgpse overnight into the amless, ssnsdess cheaos of the

private interests from which it sorang. . . . [The] ever-present

possihility of war guarantees the Commonwedth a prospect of

permanence because it makesit possble for the ateto increase
its power a the expense of other states™

The Cold War was over and the threat of Russians with
snow on their boots plodding down across Canada was no
longer credible. During the 1990s there was no clear
enemy and the booming economy within the United
States should have guaranteed an unparaleled leve of
contentment and satisfaction throughout al but the most
underprivileged and marginalized elements in civil soci-
ely. Ye, as Arendt might have predicted, the 1990sturned
out to be one of the most unpleasant decades in US his-
tory. Competition was vicious, the avatars of the 'new
economy' became millionaires overnight and flaunted
their wealth, scams and fraudulent schemes proliferated,
scandals (both real and imagined) were everywhere
embraced with gusto, vicious rumours circulated about
assassinations plotted in the White House, an attempt was
made to impeach the president, talk-show hosts Howard
Stern and Rush Limbaugh typified a media totally out of
control, Los Angeles erupted in riots, Waco and
Oklahoma symbolized a penchant for internal opposition
and violence that had long remained latent, teenagers shot
and killed their classmates in Columbine, irrational
exuberance prevailed over common sense, and corporate
corruption of the politica process was blatant. Civil soci-
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ety was, in short, far from civil. Society seemed to be frag-
menting and flying apart at an alarming rate. It seemed, as
Arendt would put it, in the process of collapsing back into
the aimless, senseless chaos of private interests.

Part of George Bush's electora apped in 2000,1 sus-
pect, was his promise of providing a strong-minded and
tough moral compass to a civil society spiralling out of
control. All of his key appointments came from the ranks
of neo-conservatives with a bent, like John Ashcroft as
Attorney General, for authoritarian state action. Neo-
conservatism displaced neo-liberalism of the sort that
Clinton had championed. But it was, of course, 9/11 that
provided the impetus to break with the dissolute ways of
the 1990s. It provided the political opening not only to
assert anational purpose and to proclaim national solidar-
ity, but dso to impose order and stability on civil society at
home. It was the war on terror, swiftly followed by the
prospect of war with Irag, which dlowed the state to accu-
mulate more power. The engagement with Irag was far
more than a mere diversion from difficulties at home; it
was a grand opportunity to impose a new sense of socid
order at home and bring the commonwealth to hedl.
Criticism was dlenced as unpatriotic. The evil enemy
without became the prime force through which to exor-
cise or tame the devils lurking within. This relation
between the internal and external conditions of political
power has played a significant if largely hidden role in the
dynamics that have fuelled the conflict with Irag. We will
have occasion to return to it more than once in what fol-
lows.
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All About Oil

Opponents of war with Iraq frequently depict the conflict
asal about ail. The US government either dismisses that
clam out of hand as preposterous or ignores the question
entirely. There is no question that oil is crucia. But
exactly how and in what sense is not so easy to determine.

A narrow conspiracy thesis rests on the idea that the
government in Washington is nothing more than an ail
mafia that has usurped the public domain. This idea is
supported by the close connections of Bush and Cheney
to oil interests, coupled with reports that Halliburton,
Vice-President Cheney's old company, stands to gain
nearly abillion dollars in contracts for il services in the
immediate aftermath of the war.”® While none of this
hurts, | cannot imagine that the political-military estab-
lishment as a whole or corporate interests in genera
would countenance war on such grounds. It is of course
the case that US and British oil companies had been
excluded from Iraq and that French, Russian, and
Chinese companies have been favoured. The opposition
to war as opposed to peaceful disarmament had been
articulated most strongly by those countries that aready
had concessions. If disarmament was certified then UN
sanctions would have been lifted and the existing conces-
sionaires would have benefited. Regime change through
war means concessions will amost certainly be renegoti-
ated. But Iraq owns the oil, and the prospects for the ail
companies even after regime change are not necessarily
s0 rosy. The only scenario that would work would be if
some post-war US administration took over the Iraqi ol
company or set up some front organization—such as an
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international consortium in which the US, asin the IMF,
would have veto power—to manage the exploitation and
use of the ail. But dl of this would be very difficult to
negotiate without stirring up strong antagonisms both
within Iragq and between capitalist powers.

There is, however, an even grander perspective from
which to understand the oil question. It can be captured
in the following proposition: whoever controlsthe Middle
East controls the globa oil spigot and whoever controls
the global oil spigot can control the globa economy, at
least for the near future.™

We should not, therefore, think soldly of Iraqg, but con-
sider the geopolitica condition and significance of the
Middle East as a whole in relation to global capitalism.
And this point ismadein the officd rhetoric. The plan for
regime change in Iraq overtly states that the influence of a
democratic and pro-US government would be beneficia
throughout the whole region, and perhaps even influence
similar regime changes elsewhere (Iran and Syria being
the most obvious targets, with Saudi Arabia not far
behind). There are even those in the administration
hubristic enough to think that a general conflagration in
the region would provide an opportunity to redraw the
whole map of the Middle East (much as happened in the
old Soviet Union and Yugodavig). State formation in
the region, after all, had largely occurred as a side-bar to
the Versalles settlement after the First World War. This
settlement is generally acknowledged to have betrayed
Arab interests and imposed a configuration of states
reflecting British and French imperia interests. This
configuration could be viewed as anachronistic and dys-
functional. A comprehensive settlement might cater to
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some separatist interests (federa status for the Kurds
within Irag, for example, and perhapsthe break-up of Iraq
into a southern Shi'ite state based on Basrad). Most
important of all, it might permit a settlement of the
Israeli-Palestinian question through formation of a
greater Palestinian state incorporating Jordan and per-
haps part of Saudi Arabia. Against this there are very
strong opinions in the UN that preservation of the territ-
orid integrity of Iraq as it exists now must be a primary
objective in any post-war settlement, and to this the
United States has at least nominally agreed.

The US has along-standing geopolitical interest in the
region. Crucia to the whole concept of globa control as
worked out during the Second World War was

control of the Middle East, which was regarded as part of the
old British Empire, and absolutdly essentid for the economic,

military, and political control of the globe—not least of dl

because it was the repogitory of most of the world's proven ail

reserves. The United States thus began along series of overt
and covert operations in the region in the 1950s the foremogt
of which wasthe 1953 overthrow of the democraticdly dected
Mossadegh government in Iran, which had nationdized for-
egn-owned oil companies. The success of the US drive was
clear. Between 1940 and 1967, US companies increased thelr
control of Middle Eastern ail reservesfrom 10 percent to dose
to 60 percent while reserves under British control decreased
from 72 percent in 1940 to 30 percentin 1967.

In the late 1960s the British abandoned any military
presence east of Suez, leaving the US in sole command.
Because of Vietnam, the US chose to use the surrogate
states of Iran and Saudi Arabiato look after its proliferat-
ing interestsintheregion. It dso looked toits particularly
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strong and almost unquestioning support of Isragl to cre-
ate there a solid outpost of American surrogate power in
the region. But first the oil boycott and price hike of 1973
organized through OPEC, and then the fdl of the Shah of
Iran in 1979, made this solution of indirect rule through
distant surrogates untenable. President Carter enunciated
the doctrine that the United States would not under any
circumstances dlow an interruption of the flow of Gulf
oil. 1'"his meant a commitment to keeping the Strait of
Hormuz open (for the delivery and distribution systems
are every bit as important as the ailfields themselves) and
apermanent military presence in the region, plus the for-
mation of a Rapid Deployment Force to ded with any
emergencies. The US covertly encouraged and supported
Iraq's brutal and deadly war with Iran, but Irag's growing
power sparked planning (initiated by Colin Powell) for a
conflict -with lrag wel before the Kuwait invasion
occurred. Why the US ambassador to Iraq signalled that
the US would not respond militarily to any Iragi move
into Kuwait is still a matter of controversy, with entrap-
ment rather than simple though catastrophic misunder-
standing one possible explanation.

The Gulf War, though inconclusive with respect to
Irag, brought a much stronger US military presence in
the region. This continued unabated during the Clinton
administration. Joint patrols of the 'no-fly zones' with the
British entailed a continuous low-level agrial combat and
missile attacks on Iragi military facilities. Joseph Nye, an
officdd in the Clinton administration and generaly an
advocate of 'soft power’, nevertheless categorically stated
that the US would not hesitate to use military force in the
Gulf region and would do so unilaterally if necessary, if
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USinterestswerein any way threatened.™ It took astrong
build-up of USforcesin 1997-8 to force the first round of
weapons inspectors into Irag to certify that the terms of
the peace agreement on Irag's disarmament were being
observed. Missile attacks and aeria conflict escalated. To
support its efforts, the US set up the Gulf Cooperation
Council with Saudi Arabia, Kuwait, and other states, sell-
ing them military equipment as aback-up for USforcesin
the region (anet $42 billion arms transfer—3$23 billion to
Saudi Arabia alone—occurred during the 1990s). US
forces were being pre-positioned in the region during the
1990s and large stores of military equipment were estab-
lished in Kuwait, Qatar, and Saudi Arabia giving the US
an immediate ability to move. Military planning, with the
Cold War over, shifted to being able to fight two regional
wars at once, and Iraq and North Koreawere chosen as a
splanning exercise. By the late 1990s, more than 20,000
military personnel were deployed in the region at an
annual cost of $4-5 billion ayear.

| briefly review this history here in order to make two
basic points. Since 1945 there has been a steady escalation
of US involvement in the region, marked by a significant
break after 1980 as the involvement came to depend more
and more on a direct military presence. Secondly, the
conflict with Iraq is of long standing, and planning for
some sort of military denouement was in the works even
before the last Gulf War started. The only difference
between the Clinton years and now is that the mask has
come off and bellicosity has displaced a certain reticence,
in part because of the post-9/11 atmosphere within the
United States that makes overt and unilateral military
action more politically acceptable. Viewed geopolitically
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and in the long term, some confrontation with Iraq
appeared inevitable unless it became a client state of the
US, like Saudi Arabia. But why this geopolitical thrust?
Again, the answer has everything to do with oil.

At any one time, the status of global oil reservesis a
matter iof conjecture. Oil companies are notorioudly reti-
cent to say what they know and on occasion deliberately
midead. Estimates of reserves often differ wildly. Most
accounts suggest, however, that the rate of exploitation of
oil reserves has exceeded the rate of discovery since 1980
or 0. Qil is dowly becoming increasingly scarce. We do
know that many fields are past their peak and that within
adecade or so many of the world's present oilfidlds will be
depleted. This is the case for domestic US, North Sea,
Canadian, Russian, and (more ominoudly) Chinese pro-
duction. While other ailfilds have a longer life, the only
fields that look set to last fifty years or more are those in
Iran, Irag, Saudi Arabia, the United Arab Emirates, and
Kuwait. While new discoveries could change this picture,
most strategic thinkers have to confront the increasing
ggnificance of the Middle East as the key provider of ail
over time. On the demand side we see that the United
States is increasingly dependent upon foreign imports,
that the dynamic centres of economic growth in East and
South-East Asa are amost bereft of dgnificant oil
reserves (with demand in China now escalating at a phe-
nomena rate), and that Europe (with the exception of
Britain and Norway) is likewise totally dependent on
imported oil. Alternatives to oil are being explored, but
there is very little chance that these will be serious con-
tenders (given the barriers erected by the oil companies
and other vested interests) for severa decades. Access to
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Middle Eastern oil is now, therefore, a crucia security
issue for the United States, asit is for the globa economy
asawhole.

Thisimmediately poses the problem of US motivation
in seeking tighter military and strategic control, unilater-
aly if necessary. Thomas Friedman argues, for example,
that 'there is nothing illegitimate or immoral about the
US being concerned that an evil, megalomaniaca dictator
might acquire excessve influence over the natural
resource that powers the world's industrial base'. But we
have to be careful to convey to the public and reassure the
world that the intention is 'to protect the world's right to
economic survival' rather than our own right to indulge
ourselves, that the US is 'acting for the benefit of the
planet, not smply to fud American excesses. ... If we
occupy Iragq and simply install amore pro-US autocrat to
run the Iragi gas station (as we have in other Arab oil
states), then thiswar partly for oil would beimmoral.®Is
theUS, in short, exercising leadership and seeking to reg-
ulate the use of Middle Eastern oil in everyone'sinterests
through consent? Or isit seeking domination to realize its
own far narrower strategic interests? Friedman wishes to
believe the former. But what if it is the latter?

If the US successfully engineers the overthrow of both
Chavez and Saddam, if it can stabilize or reform an
armed-to-the-teeth Saudi regime that is currently based
on the shifting sands of authoritarian rule (and in immin-
ent danger of faling into the hands of radicalized Islam),
if it can move on (as seems it will likely seek to do) from
Irag to Iran and consolidate a strategic military presence
in the central Asan republics and so dominate Caspian
Basin oil reserves, then it might, through firm control of
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the globa oil spigot, hope to keep effective control over
the globa economy for the next fifty years. Europe and
Japan, as well as East and South-East Asia (now crucialy
including China) are heavily dependent on Gulf oil, and
these are regiona configurations of political-economic
power that now pose a chalenge to US globa hegemony
in the worlds of production and finance. What better way
for the United States to ward off that competition and
secure its own hegemonic position than to control the
price, conditions, and distribution of the key economic
resource upon which those competitors rely? And what
better way to do that than to use the one line of force
where the US still remains all-powerful—military might?
Thereisadso amilitary aspect to thisargument. The milit-
ary runson oil. North Koreamay have a sophisticated air-
force, but it cannot use it much for lack of fuel. Not only
does the US need to ensure its own military supplies, but
any future military conflict with, say, China will be
lopsided if the US has the power to cut off the oil flow to
its opponent. But such lines of argument only make sense
if the US has reason to fear that its dominant position
within globa capitalism is somehow threatened. It is to
the economic rather than the military dimension to this
question that | turn in Chapter 2 of this enquiry.



2
How America's Power Grew

Imperialism is aword that trips easly off the tongue. But
it has such different meanings that it is difficult to use it
without clarification as an analytic rather than a polemica
term. | here define that specia brand of it called 'capital-
ist imperialism' as a contradictory fuson of 'the politics of
state and empire' (imperidism as a distinctively political
project on the part of actors whose power is based in com-
mand of a territory and a capacity to mobilize its human
and natural resources towards political, economic, and
military ends) and 'the molecular processes of capita
accumulation in space and time' (imperiaism as a diffuse
political-economic process in space and time in which
command over and use of capital takes primacy). With the
former | want to stress the political, diplomatic, and milit-
ary strategies invoked and used by a state (or some collec-
tion of states operating as a politica power bloc) as it
struggles to assert its interests and achieve its gods in
the world at large. With the latter, | focus on the ways
in which economic power flows across and through con-
tinuous space, towards or awvay from territorial entities
(such as states or regiona power blocs) through the daily
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practices of production, trade, commerce, capital flows,
money transfers, labour migration, technology transfer,
currency speculation, flows of information, cultural
impulses, and the like.

What Arrighi refersto as the 'territorial’ and the 'capi-
talist' logics of power are rather different from each
other.® To begin with, the motivations and interests of
agents differ. The capitaist holding money capital will
wish to put it wherever profits can be had, and typically
seeks to accumulate more capital. Politicians and states-
men typicaly seek outcomes that sustain or augment
the power of their own state vis-a-vis other states. The
capitalist seeks individual advantage and (though usualy
constrained by law) isresponsible to no one other than his
or her immediate socid circle, while the statesman seeks a
collective advantage and is constrained by the political and
military situation of the state and isin some sense or other
responsible to a citizenry or, more often, to an dlite group,
a class, a kinship structure, or some other socid group.
The capitalist operates in continuous space and time,
whereas the politician operates in a territorialized space
and, at least in democracies, in atemporality dictated by
an electoral cycle. On the other hand, capitaist firms
come and go, shift locations, merge, or go out of business,
but states are long-lived entities, cannot migrate, and are,
except under exceptiona circumstances of geographical
conguest, confined within fixed territorial boundaries.

The two logics contrast in other ways. Though the
degree and modalities of public involvement vary grestly,
the politics of state and empire of the sort we now experi-
ence are open to discussion and debate. Specific decisions
have to be taken, such as whether or not to go to war with
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Irag, whether or not to do it unilaterally, how to deal with
post-war difficulties, and the like. Foreign policy estab-
lishments and political/military experts debate these
issues, and it would be rare indeed if there were no dis-
sent. But clear decisions with al manner of ramifications
have to be made. Strategic decisons of sometimes
immense import (and not a few sometimes startling unin-
tended consequences) are arrived at and implemented in
the rough and tumble of the political process where varie-
gated interests and opinions clash (sometimes even hing-
ing on the particular beliefs or charisma of those in power
or the outcome of personality conflicts between influential
players).

The geographical processes of capital accumulation, on
the other hand, are much more diffuse and less amenable
to explicit political decison-making in this way.
Individual (usualy business, financial, and corporate)
agency is everywhere at work and the molecular form
makes for multiple forces that bump into each other,
sometimes counteracting and at other times reinforcing
certain aggregate trends. It is hard to manage these
processes except indirectly, and then often only after the
fact of dready established trends. The institutional
arrangements embedded within the state have, as we shall
see, an influentia role to play in setting the stage for
capital accumulation. And there are monetary and fiscal
levers and strings (of the sort that Alan Greenspan wields
as Chairman of the Federal Reserve) as well as arange of
fiscal and monetary modes of intervention (including tax-
ation arrangements, redistributive policies, state provi-
son of public goods, and direct planning) that clearly
position the state as a powerful economic agent in its own
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right. But even in authoritarian states or those states
dubbed 'developmenta’ by virtue of their strong inner
connections between state palicies, finance, and industrial
development, we find the molecular processes often
escape control. If | decide to buy a Toyota rather than a
Ford, or see a Hollywood as opposed to a Bollywood
movie, what does this do to the US balance of payments?
If I transfer money from New York to needy relatives in
L ebanon or Mexico what does this do to thefinancial bal-
ances between nations? It seems impossible to anticipate,
and difficult even to keep track of the flows of capital and
of money through the vagaries of the credit system. All
sorts of psychologica intangibles, such asinvestor or con-
sumer confidence, enter into the picture as determinant
forces. Thus did Keynes (drawing secretly on Marx)
invoke 'the animal spirits' of the entrepreneur and the
expectations of the financiers as crucia to the vigour and
viability of capitalism. The best we can do isto anxiously
monitor the data after the event, in the hope we can spot
trends, second-guess what the market will do next, and
apply some corrective to keep the system in areasonably
stable condition.

The fundamenta point is to see the territorial and the
capitalist logics of power as distinct from each other. Yet it
is dso undeniable that the two logics intertwine in com-
plex and sometimes contradictory ways. The literature on
imperialism and empire too often assumes an easy accord
between them: that political-economic processes are
guided by the strategies of state and empire and that states
and empires dways operate out of capitalistic motivations.
In practice the two logics frequently tug against each
other, sometimes to the point of outright antagonism. It
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would be hard to make sense of the Vietham War or the
invasion of Irag, for example, solely interms of theimme-
diate requirements of capital accumulation. Indeed, a
plausible case can be made that such ventures inhibit
rather than enhance the fortunes of capital. But, by the
same token, it is hard to make sense of the general terri-
torial strategy of containment of Soviet Power by the
United States after the Second World War—the strategy
that set the stage for US intervention in Vietnam—with-
out recognizing the compelling need felt on the part of
businessinterestsin the United Statesto keep as much of
the world as possble open to capita accumulation
through the expansion of trade, commerce, and opportun-
ities for foreign investment. The relation between these
two logics should be seen, therefore, as problematic and
often contradictory (that is, diaectica) rather than as
functional or one-sided. This dialectica relation sets the
stage for an analysis of capitalist imperialism in terms of
the intersection of these two distinctive but intertwined
logics of power. The difficulty for concrete analyses of
actual situations is to keep the two sides of this diaectic
simultaneously in motion and not to lapse into either a
solely political or a predominantly economic mode of
argumentation.

It is not dways easy to determine the relative import-
ance of these two logics in generating socid and political
change. Was the USSR brought down by the strategic
decison of the Reagan administration to launch an
immense arms race and break the back of its economy? Or
was it brought down by molecular changes within the
body politic of the Soviet system (including, for example,
the corrosive influence of money power or of capitalist
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cultural forms clandestingly entering from outside)? Are
we now witnessing overt political claims about empire and
the imperialism that goes with it within the United States
at the politica and territorial level, at the very moment
when the flows of economic power and even cultural and
moral influence are ebbing away from its shores into more
diffuse regional power blocs (centred on Asa and Europe,
for example)? Are we seeing the disintegration of US
hegemony within the global system and the rise of a'new
regionalism' in political-economic power even as we see
the United States acting as if it is the sole superpower to
be obeyed? What dangers does this regionadization por-
tend, given that the last period in which it dominated was
the 1930s and that this collapsed under economic and
political pressures into globa war? Does the US have the
power to reverse or control such regional fragmentation?
These are the big questions that | will seek to address.

| will focus more closaly on exactly how the molecular
processes of capital accumulation work in Chapter 3. But |
need to say something about them here in order to specify
more clearly the constraints within which the territorial
logic of power works. Imperidistic practices, from the
perspective of capitaistic logic, are typicaly about
exploiting the uneven geographica conditions under
which capital accumulation occurs and aso taking advan-
tage of what | cdl the ‘asymmetries that inevitably arise
out of spatial exchange relations. The latter get expressed
through unfair and unequal exchange, spatialy articulated
monopoly powers, extortionate practices attached to
restricted capital flows, and the extraction of monopoly
rents. The equality condition usualy presumed in per-
fectly functioning markets is violated, and the inequalities
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that result take on a specific spatial and geographical
expresson. The wedth and wel-being of particular
territories are augmented at the expense of others. Uneven
geographical conditions do not merely arise out of the
uneven patterning of natural resource endowments and
locational advantages, but, even moreimportantly, are pro-
duced by the uneven ways in which wedth and power
themselves become highly concentrated in certain places
by virtue of asymmetrical exchange relations. It is here
that the political dimension re-enters the picture. One of
the state's key tasks is to try to preserve that pattern of
asymmetries in exchange over space that works to its
own advantage. If, for example, the US forces open capital
markets around the world through the operations of the
IMF (International Monetary Fund) and the WTO
(World Trade Organization), it is because specific advan-
tages are thought to accrue to US financid institutions.
The dtate, in short, isthe political entity, the body palitic,
that isbest able to orchestrate these processes. Failure soto
do will likely result in a diminution of the wedth and
power of the state.

There is, of course, plenty of uneven geographical
development based in part on asymmetrical exchange
relations within states. Sub-national political entities,
such as metropolitan or regional governments, become
critically engaged in such processes. But thisis not gener-
aly referred to as imperialism. Though some like to talk,
with some judtification, of internal neocolonialism, or
even metropolitan imperialism (on the part of New York
or San Francisco), | prefer to leave examination of therole
that sub-national regional entities might have in relation
to imperialism to a more general theory of uneven geo-
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graphical development. The effect is to reserve the term
imperialism, pro tem at least, for a property of inter-state
relations and flows of power within a globd system of
capital accumulation. From the standpoint of capita
accumulation, imperialistic politics entails at the very
minimum sustaining and exploiting whatever asymmetri-
ca and resource endowment advantages can be assembled
by way of state power.

The Logic of Territory and the Logic of
Capital

At any given historical-geographical moment, one or
other of the logics may dominate. The accumulation of
control over territory as an end in itself plainly has eco-
nomic consequences. These may be positive or negative
from the standpoint of exaction of tribute, flows of capital,
labour power, commodities, and the like. But this looks
quite different to a Situation in which territorial control
(which may or may not entail actual takeover and admin-
istration of territory) is seen as a necessary means to the
accumulation of capital. What setsimperialism of the cap-
italist sort apart from other conceptions of empire is that
itisthe capitdistic logic that typically dominates, though,
as we shall see, there are times in which the territorial
logic comes to the fore. But thisthen poses acrucia ques-
tion: how can theterritorial logics of power, which tend to
be awkwardly fixed in space, respond to the open spatia
dynamics of endless capital accumulation? And what does
endless capital accumulation imply for the territorial log-
ics of power? Conversdy, if hegemony within the world
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systemis aproperty of astate or collection of states, then
how can the capitalist logic be so managed asto sustainthe
hegemon?

Some light is shed on this problem by an acute obser-
vation made by Hannah Arendt: 'A never-ending accu-
mulation of property’, she wrote, 'must be based on a
never-ending accumulation of power. . . . The limitless
process of capital accumulation needs the political struc-
ture of so "unlimited a Power" that it can protect growing
property by constantly growing more powerful." From
thisderived, in Arendt's view, 'the "progressive" ideology
of the late nineteenth century' which ‘foreshadowed the
rise of imperialism'.? If, however, the accumulation of
power must necessarily accompany the accumulation of
capital then bourgeois history must be ahistory of hegem-
onies expressive of ever larger and continuously more
expansive power. And thisis exactly what Arrighi records
in his comparative history of the shift from the Italian
city-states through the Dutch, the British, and now the
US phases of globa hegemony:

Just as in the late saventeenth and early eighteenth centuries
the hegemonic role had become too large for a state of the 9ze
of the United Provinces, o in the early twentieth century that
role had becometoo large for astate of the Sze and resources of
the United Kingdom. In both instances, the hegemonic rolefdl
on agtate—the United Kingdom in the eighteenth century, the
United States in the twentieth century—that had come to
enoy a subgtantia 'protection rent’, that is, exdusve cost
advantages associaed with absolute or relative geodrategic
insularity. ... But that date in both indances was dso the
bearer of sUffident weight in the capitaist world economy to be
able to shift the balance of power among competing States in
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whatever direction it saw fit. And since the capitdist world
economy had expanded condderably in the nineteenth century,
the territory and resources required to become hegemonic in
the early twentieth century were much gregter than in the
eighteenth.®

But If Arendt is right, then any hegemon, if it is to
maintain its position in relation to endless capita accu-
mulation, must endlessly seek to extend, expand, and
intensify its power. But there is, in this, an ever-present
danger, for, as Paul Kennedy warnsin The Riseand Fall of
the Great Power s, overextension and overreach haveagain
and again proven the Achilles hedl of hegemonic states
and empires (Rome, Venice, Holland, Britain).* Hiswarn-
ing (in 1990) that the US was itself endangered, if it was
heard at all, passed unheeded since, in the decade that has
passed since publication of his work, the US has remark-
ably extended its powers both militarily and politically to
apoint where the dangers of overreach are papable. This
raises the further question, that if the US is no longer in
itself sufficiently large and resourceful to manage the con-
siderably expanded world economy of the twenty-first
century, then what kind of accumulation of political power
under what kind of politica arrangement will be capable
of taking its place, given that the world is heavily commit-
ted sill to capitad accumulation without limit? | will
return to this question later. But even at this point we can
see some intriguing possibilities. Some argue that world
government is not only desirable but inevitable. Others
argue that some collection of states working in collabora-
tion with each other (in much the way that Kautsky sug-
gested in his theory of ultra-imperialism, and asis hinted
at in meetings of organizations such as the G7—now G8)
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might be able to regulate matters. To thiswe could add the
less optimistic idea that, if it proves impossible for some
reason to construct this ever vaster accumulation of polit-
ica power, then endless capita accumulation will likely
dissolve into chaos, ending the era of capital not with a
revolutionary bang but in tortured anarchy.

Hegemony

So what constitutes hegemony in the first place?
Gramsci's own use of the concept was sufficiently
ambiguous to dlow multiple interpretations. It sometimes
refers solely to political power exercised through leader-
ship and the consent of the governed, as opposed to polit-
ical power exercised as domination through coercion. On
other occasions it seems to refer to the particular mix of
coercion and consent embedded in the exercise of political
power. | shall have occasion to refer to the latter but inter-
pret hegemony largely in terms of the former. | shall dso
follow Arrighi's adaptation of the concept to the case of
inter-state relations: 'The supremacy of agroup or, in this
case, anation state can . . . manifest itself in two ways. as
"domination" and as "intellectual and moral |eadership”.
A socid group dominates antagonistic groups, which it
tends to "liquidate”, or to subjugate perhaps even by
armed force; it leads kindred or dlied groups.' But it can
lead in two distinctive ways. By virtue of its achievements,
‘a dominant state becomes the "model” for other states to
emulate and thereby draws them onto its own path of
development. . . . This may enhance the prestige and
hence the power of the dominant state... but to the extent
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that emulation is at al successful, it tends to counter-
balance and hence deflate rather than inflate the power of
the hegemon by bringing into existence competitors and
reducing the "specianess" of the hegemon.' Leadership,
on the other hand, designates 'the fact that a dominant
state leads the system of statesin a desired direction and,
in so0 doing, is widely perceived as pursuing a genera
interest. Leadership in this sense inflates the power of the
dominant state.”

An important corollary of this argument is a distinction
between 'distributive’ and 'collective’ power. The former
has the character of a zero-sum game in which competition
can improve the position of the hegemon by taking power
away from others or by leading aregional codlition in some
way to bring greater benefitsto aregion. The recent reviva
of interest in regional hegemons (the Japanese ‘flying
geese model’, in which Japan leads the rest of Asa, or the
European one, in which a Franco-German dliance leads)
suggests that this process of redistribution of power is
perhaps playing a rather more powerful role in the
reorganization of globa capitalism than the blanket term
‘globalization’ tends to imply.® But to be truly hegemonic
in a globa sense entails the use of leadership to create
a non-zero-sum game in which dl parties benefit, either
out of mutual gains from their own interactions (such as
trade) or through their enhanced collective power vis-a-vis
nature by, for example, the creation and transfer of
new technologies, organizational forms, and infrastruc-
tural arrangements (such as communication nets and
structures of international law). Arrighi emphasizes the
accumulation of collective power as the only solid basis for
hegemony within the globd system. The power of the
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hegemon, however, is fashioned out of and expressed
through an ever-shifting balance between coercion and
consensus.

Reflect, for amoment, on how these categories play out
in the case of the United States over the last fifty years.
The US has frequently relied upon domination and coer-
cion and has not shrunk from the liquidation of opposi-
tion. Even internaly, it has a history of ruthlessness that
beliesits attachment to its constitution and the rule of law.
McCarthyism, the murder or incarceration of Black
Panther |eaders, the internment of Japanese in the Second
World War, surveillance and infiltration of opposition
groups of dl kinds, and now a certain preparedness to
overthrow the Bill of Rights by passing the Patriot and
Homeland Security Acts. It has been even more
sgnificantly ruthless abroad in sponsoring coups in Iran,
Irag, Guatemala, Chile, Indonesia, and Vietnam (to name
but a few), in which untold thousands died. It has sup-
ported state terrorism throughout the world wherever it
has been convenient. CIA and specid forces units operate
in innumerable countries. Study of this record has
led many to paint a portrait of the US as the greatest
'rogue state' on earth. There is amgor industry in doing
30, beginning with Chomsky, Blum, Pilger, Johnson, and
many others.” While we may only know the half of it, the
amazing thing about the US is how much is both known
and documented from officid or quasi-official sources and
what a grizzly, despicable, and deeply disturbing record
it is. Liquidation can come by a variety of means. The
economic power to dominate (such as the trade embargo
on Irag and Cuba or IMF austerity programmes imple-
mented at the behest of the US Treasury) can be used
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with equally destructive effect as physica force. The
distinctive role of US financial institutions and the
US Treasury backed by the IMF in visiting a violent
devauation of assets throughout East and South-East
Ada, creating mass unemployment and effectively rolling
back years of socid and economic progress on the part of
huge populations in that region, is a case in point. Yet
most of the US population either livesin a state of denial,
refusing even to hear of such things, or, if it does hear,
passively accepts liquidations and coercions as facts of
life, the norma cost of doing fundamentaly honest
businessin adirty world.

But what the critics who dwell solely on this aspect of
US behaviour in the world al too often fal to acknow-
ledge isthat coercion and liquidation of the enemy is only
apartial, and sometimes counterproductive, basis for US
power. Consent and cooperation are just as important. If
these could not be mobilized internationally and if leader-
ship could not be exercised in such a way as to generate
collective benefits, then the US would long ago have
ceased to be hegemonic. The US must at least act in such
away as to make the claim that it is acting in the genera
interest plausible to others even when, as most people sus-
pect, it is acting out of narrow self-interest. This is what
exercising leadership through consent is al about.

In thisregard, of course, the Cold War provided the US
with a glorious opportunity. The United States, itself
dedicated to the endless accumulation of capital, was pre-
pared to accumulate the politica and military power to
defend and promote that process across the globe against
the communist threat. Private property owners of the
world could unite, support, and shelter behind that power,

39



How America's Power Grew

faced with the prospect of international socidism. Private
property rights were held as a universal value and pro-
clamed as such in the UN Declaration of Human Rights.
The US guaranteed the security of European democra-
cies, and benevolently helped rebuild the war-torn
economies of Japan and West Germany. Through its pol-
icy of 'containment’ it tacitly established the boundaries
of its own informal empire (particularly in Asia), while
committing itself to undermining by whatever means pos-
sble the power of its great competitor, the Soviet empire.
While we know enough about decision-making in the
foreign policy establishment of the Roosevelt-Truman
years and since to conclude that the US aways put its own
interests first, sufficient benefits flowed to the propertied
classes in enough countries to make US claims to be act-
ing in the universal (read 'propertied’) interest credible
and to keep subaltern groups (and client states) gratefully
inline. This 'benevolence' is quite plausibly presented by
defenders of the US in response to those who emphasize
the rogue state image based in coercion. It is also heavily
emphasized in the way in which the US typically views
and presents itself to the rest of the world, though here
there is as much myth-spinning as truth-telling. The US
likes to believe, for example, that it and it alone liberated
Europe from the Nazi yoke, and it erases entirely the
much more important role of the Red Army and of the
sege of Stalingrad in turning the tables in the Second
World War. The more generd truth is that the US
engages in both coercive and hegemonic practices simul-
taneoudy, though the balance between these two facetsin
the exercise of power may shift from one period to another
and from one administration to another.
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The US has for many years definitely exercised |eader-
ship of that part of the world dedicated to endless capital
accumulation and consequently spread its ways of doing
business far and wide. It did not, of course, during the
Cold Wa, years, exercise atruly globa hegemony. With
the threat of communism now effectively gone, the US
leadership role is harder to define and sustain. Thisisthe
question that is being not so subtly debated by those who
wish to project the future of US imperialism and empire
upon the world in the twenty-first century. Thisisaso the
guestion being asked by those who see aregiona partition
of powers as an aternative configuration of politica
arrangements within the overall rules of neo-liberal glob-
alization.

There is no question either, that emulation has played
an important role in globa affars. Much of the rest of the
world has been entrained politicaly, economicaly, and
culturaly in globalization through Americanization. But
here | depart somewhat from Arrighi, since | cannot see
that emulation dways creates competition and that it is
dways a zero-sum game. The emulation of US con-
sumerism, ways of life, cultural forms, and political and
financia institutions has contributed to the process of
endless capital accumulation globdly. Situations may
indeed arise where emulation leads to sharpened compe-
tition (as, for example, when Taiwan totally takes over
some sector of production from the US). And this can
have mgor impacts upon the domestic situation in the
United States (asthe long history of deindustrialization in
arenas such as steel, shipbuilding, and textiles within the
United States illustrates). But | think it important to dis-
tinguish between this and other aspects of emulation that
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actudly contribute to the formation of greater collective
powers.

Political power is dways constituted out of some un-
stable mix of coercions, emulations, and the exercise of
leadership through the development of consent. These
are the means. But what of the forms of power that must
be amassed within the territorial logic to ensureits ability
to redlize its interests? The intangibles of prestige, status,
deference, authority, and diplomatic clout must be
grounded materialy in something. Money, productive
capacity, and military might are the three legs upon which
hegemony stands under capitalism. But here, too, we find
shifting and unstable configurations. Consider, as an
example, the shifting material bases of US hegemony
since the end of the nineteenth century.

The Rise of Bourgeois Imperialisms, 1870-1945

Arendt asserts that the imperialism that arose towards the
end of the nineteenth century was 'the first stage in the
political rule of the bourgeoisie rather than the last stage
of capitalism'.? The evidence for this is substantial. The
first mgor crisis of capitalist overaccumulation (defined
primarily as a surplus of capita lacking profitable means
of employment—>but see Chapter 3 for a more extensive
treatment) was the Europe-wide economic collapse of
1846-50 that sparked bourgeois revol utionary movements
(with more than a hint of working-class participation) al
over Europe. The partia incorporation of the bourgeoisie
within the state apparatus thereafter proceeded unevenly
across Europe. The way out of this first capitalist crisis
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was a double movement of long-term infrastructural
investments (of the sort laid out in the theory of'produc-
tive state expenditures' that underlay Haussrhann's trans-
formation of Paris and the widespread attention given to
transportation, water, and sewage programmes and
investment in housing and public facilities in many other
European countries) and geographical expansions partic-
ularly focused on Atlantic trade (with the US a primary
outlet). But by the mid-1860s the ability to absorb capital
and labour surpluses by these means was running out.
The interruption of the Atlantic trade by the American
Civil War had a serious impact, and internal political
movements (of the sort that produced the Paris Commune
of 1871) were creating internal stresses across Europe. In
the aftermath of the Civil War, proletarian movements
arose in the United States as well.

Surplus capitals in Europe, increasingly blocked by
assertive capitalist class power from finding internal uses,
were forced outwards to swamp the world in a massive
wave of speculative investment and trade, particularly
after 1870 or so. The capitalistic logic of searching for
what, in Chapter 3, | will cdl 'spatio-tempora fixes
surged to the forefront on a globad scade. The need to
protect these foreign ventures and even to regulate their
EXCESSES put pressure on states to respond to this expan-
sionary capitalistic logic. For that to occur required that
the bourgeoisie, which aready held power in the United
States, consolidate its political power vis-a-vis older class
formations and either dissolve older imperialist forms
(such as that of the Austro-Hungarian or Ottoman
empires) or convert them (as in Britain) to a distinctively
capitalistic logic. The consolidation of bourgeois political
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power within the European states was, therefore, a neces-
sary precondition for a reorientation of territorial politics
towards the requirements of the capitalistic logic.

The bourgeoisie had, however, appeaed to the idea of
nation in its ascent to power. The wave of nation-state
formation that occurred during the latter half of the nine-
teenth century in Europe (in Germany and Italy in
particular) logicaly pointed to a politics of internal con-
solidation rather than to foreign ventures. Furthermore,
the politica solidarity supposed by the idea of nation
could not easly be extended to those who are 'others
without diluting what the idea of nation is supposed to
represent. The nation-state does not in itsdf, therefore,
provide a coherent basis for imperialism. How, then,
could the problem of overaccumulation and the necessity
of agloba spatio-temporal fix find an adequate political
response on the basis of the nation-state? The answer was
to mobilize nationalism, jingoism, patriotism, and, above
all, racism behind an imperia project in which nationd
capitals—and at this time there was a plausible coherence
between the scale of capitalist enterprise and the scae on
which nation-states were working—could take the lead.
This, as Arendt points out, meant the suspension of inter-
nal class struggle and the construction of an aliance
between what she cals 'the mob' and capital within the
nation-state. 'So unnatural did this seem in Marxist
terms,' she observes,' that the actual dangers of the impe-
ridist attempt—to divide mankind into master and dave
races, into higher and lower breeds, into colored and white
men, dl of which were attempts to unify the people on the
bass of the mob—were completely overlooked." There
may be, she says, 'an abyss between nationalism and im-
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perialism' in theory, 'but in practice, it can and has been
bridged by tribal nationalism and outright racism'.? That
this would actualy be the outcome was not of course
inevitable. But the struggle against it ultimately failed, as
was shown most dramatically with the Second Sociaist
International's collapse as each national branch fdl in line
in support of its country in the 1914-18 war. The conse-
guences were quite horrifying. A variety of nation-based
and therefore racist bourgeois imperidisms evolved
(British, French, Dutch, German, Italian). Industrially
driven but non-bourgeois imperidisms dso arose in
Japan and Russia. They dl espoused their own particular
doctrines of racial superiority, given pseudo-scientific
credibility by socid Darwinism, and more often than
not came to view themselves as organic entities locked
in a struggle for survival with other nation-states.
Racism, which had long lurked in the wings, now moved
to the forefront of political thinking. This conveniently
legitimized the turn to what in Chapter 4 | will cal
‘accumulation by dispossession’ (of barbarians, savages,
and inferior peoples who had faled to mix their labour
properly with the land) and the extraction of tribute from
the colonies in some of the most oppressive and violently
exploitative forms of imperialism ever invented (the
Belgian and Japanese forms being perhaps the most
viciousof dl). Itis, as Arendt argues, dso important to see
Nazism and the Holocaust as something that is entirely
comprehensible though by no means determined within
this historical-geographical trgectory.

The underlying contradiction between bourgeois
nationalism and imperialism could not be resolved, while
the rising need to find geographical outlets for surplus
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capitals put al manner of pressures on political power
within each imperialist state to expand geographical con-
trol. The overdl result, as Lenin so accurately predicted,
was fifty years of inter-imperialist rivary and war in
which rival nationalisms featured large. Its essentid fea
tures involved the carving up of the globe into distinctive
terrains of colonia possession or exclusonary influence
(most dramatically in the grab for Africa of 1885 and the
Versalles settlement after the First World War, including
its partitioning of the Middle East between French and
British protectorates); the pillaging of much of theworld's
resources by the imperial powers; and the widespread
deployment of virulent doctrines of racial superiority; al
matched by atotal and predictable failure to dea with the
surplus capital problem within closed imperia domains,
as seen in the great depression of the 1930s. Then came
the ultimate globa conflagration of 1930—45.

Although the early phases were marked by British
hegemony and at least a modicum of free trade, | think
Arendt is right to see the period from 1870 to 1945 as cut
from exactly the same cloth of rival nation-based imperi-
alisms that could only work through the mobilization of
racism and the construction of national solidarities
favourable to fascism at home and prone to violent con-
frontation abroad.

In the midst of dl of this, the US was evolving its own
distinctive form of imperialism. Powered by a remarkable
spurt of capitalist development after the Civil War, the US
was becoming technologically and economically domin-
ant vis-a-visthe rest of the world. Its governmental form,
not burdened with feudal or aristocratic residuals of the
sort to be found in Europe, broadly reflected corporate
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and industrial class interests and had, ever since indepen-
dence, been bourgeois to the core (as formdized in its
Constitution). Political power internally was devoted to
individualism and bitterly opposed to any threat to the
indienable) rights of private property and the profit rate. It
was amulti-ethnic immigrant society which made narrow
ethnic nationalism of the sort found in Europe and Japan
impossible. It was aso exceptiona in possessing abundant
gpace for internal expansion, within which both the capi-
talistic and politica logics of power could find room for
manoeuvre. Its own internalized form of racism (towards
blacks and indigenous peoples) was paradleled by an
antagonism to 'non-Caucasians more generdly that
curbed the temptation to absorb territories (such asthat of
Mexico or in the Caribbean) where non-Caucasian popu-
lations dominated. The theory of manifest destiny fuelled
its own particular brand of expansionary racism and inter-
national idealism. From the late nineteenth century
onwards, the US gradually learned to mask the explicit-
ness of territorial gainsand occupations under the mask of
a spaceless universalization of its own values, buried
within arhetoric that was ultimately to culminate, as Nell
Smith points out, in what came to be known as 'globaliza-
tion".’® The United States had phases of emulating the
Europeans, had episodic moments when it seemed that
geographica expansion was economically essential and it
had long declared, through the various formulations of
the Monroe Doctrine, that the whole of the Americas
should be free of European control and therefore de facto
within its own sphere of domination. And it was Woodrow
Wilson's dream to make the Monroe Doctrine universal.
But in South Americathe US encountered republics that,
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like itsdf, had freed themselves from the colonid yoke
through independence struggles. It therefore had to work
out means of imperial domination that nominaly
respected the independence of such countries yet domin-
ated them through some mix of privileged trade relations,
patronage, clientelism, and covert coercion. WhiletheUS
generaly held to the principle of the 'open door' with
respect to global trade it had, however, littleinclination or
real means to enforce it before the Second World War. It
became involved in the First World War, played an
important role in shaping the Versallles settlement, in
which the principle of national self-determination was at
least recognizable, though not practised (particularly with
respect to the Middle East), experienced the trauma of the
Great Depression (more a result of internal falures of
classrulethan areflection of lack of opportunitiesfor US-
based capital to expand geographically), and was drawn
into the subsequent globa conflicts spawned by inter-
imperialist rivalries. But with strong isolationist currents
on both the left and right and a long historical fear of
foreign entanglements as inimical to its own form of gov-
ernance, imperial thrusts were occasonal and limited,
mainly covert rather than overt, politically rather than
capitalistically motivated, except in the case of individual
corporations with particular foreign interests that shame-
lesdy mobilized political power to back their specific pro-
jects whenever and wherever necessary. The US was till
as much a potential absorber as a producer of surplus
capital, though in the 1930s it falled entirely to redize its
own potentialities in this regard, in large part because of
theinternal configuration of class power that resisted even
Roosevelt's modest attempts during the New Ded to
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rescue the economy from its contradictions through
redistributions of wealth. The difficulty of achieving
internal cohesion in an ethnically mixed society charac-
terized by intense individualism and class divison aso
produced what Hofstadter cals 'the paranoid style' of
American politics: fear of some 'other' (such as bolshe-
vism, socialism, anarchism, or merely 'outside agitators)
became crucia to creating politica solidarities on the
home front."* The Soviet Union and bolshevism were
increasingly cast in the role of chief enemies and villains
(with fear of China, including Chineseimmigration, lurk-
ing in the wings).

The Post-War History of American Hegemony,
1945-1970

The US emerged from the Second World War as by far
the most dominant power. It dominated in technology and
production. The dollar (backed by most of the world's
gold supply) was supreme, and its military apparatus was
far superior to any other. Its only serious opponent was
the Soviet Union, but that country had lost vast numbers
of its population and suffered terrible degradation of its
military and industrial capacity compared to the United
States. It had borne the brunt of the fighting against
Nazism and, arguably, the sSege of Leningrad and the sub-
mjuent destruction of much of Germany's military
capacity on the eastern front was crucial to the Allied vic-
tory. The delay in launching a second front in Europe
infuriated Stalin and may in itself have been calculated by
the US and Britain asameansto let the Soviet Union bear
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the brunt of the fighting. But the delay had serious conse-
guences since it permitted the Soviet Union to make
magor territorial gains in Europe from which it subse-
quently refused to retreat, installing client regimes
throughout eastern Europe, even into East Germany. For
the Soviet Union defence of its interests amounted to
defence of its territorial control.

During the war, elite elements within the US govern-
ment and the private sector outlined a post-war settle-
ment plan that would guarantee peace, economic growth,
and dtability. Territorial aggrandizement was ruled out.
It had long been an influentid principle of politica
thought and practice in the United States, from James
Madison onwards, that foreign entanglements should be
avoided because they would undermine democracy at
home. The difficulty was to bridge the gap between this
fear and the obvious fact of US globa domination. Much
as European imperialism had turned to racism to bridge
the tension between nationalism and imperialism, so the
US sought to conced imperial ambition in an abstract
universalism. The effect, as Neil Smith observes, was to
deny the dgnificance of territory and geography ato-
gether in the articulation of imperial power. This was the
move that Henry Luce made in hisinfluential 1941 cover
editorial in Life magazine entitted 'The American
Century'. Luce, an isolationist, considered that history
had conferred globa leadership on the United States and
that this role, though thrust upon it by history, had to be
actively embraced. The power conferred was globa and
universa rather than territorially specific, so Luce pre-
ferred to tak of an American century rather than an
empire. Smith remarks:



How America's Power Grew

Wheress the geographicad language of empires suggests a
mdlesble politics—empires rise and fdl and are open to
chdlenge—the 'American Century' suggests an inevitable des-
tiny. In Luce's language, any political quibble about American
dominance was precluded. How does one chdlenge a century?
US globad dominance was presented as the natura result of
hisgoricd progress, implicitly the pinnacle of European
cvilization, rather than the competitive outcome of political-
economic power. It folloved as surdy as one century after
another. Insofar as it was beyond geography, the American
Century was beyond empire and beyond reproof. 2

The fact of Soviet territorial gains and burgeoning
power ran up against 'the paranoid style' of US politics to
produce the Cold War. Internally this led to the repres-
sions known as 'McCarthyism' which curbed freedoms of
expression and fiercely opposed anything that sounded
remotely communistic or socidigtic. The unions were
purged of radical influences, and communist and other
leftist parties were effectively proscribed. The FBI
infiltration of anything considered oppositional began in
earnest. All of this was legitimized as vital to the internal
security of the United States in the face of the Soviet
threat. The result was political conformity and solidarity
at home. Leviathan, as Arendt might put it, imposed order
upon the potential chaos of individua interests. Labour
was pushed and cgoled into a genera compact with
capital, coupling wages with productivity gains (a Fordist
model considered worthy of emulation). Working-class
support was procured for US politics abroad in the name
of anti-communism and economic self-interest.

In foreign &ffars, the US presented itsef as chief
defender of freedom (understood in terms of free markets)
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and of the rights of private property. The US provided
economic and military protection for propertied classes or
political/military elites wherever they happened to be. In
return these propertied classes and €lites typically centred
a pro-American politics in whatever country they hap-
pened to be. Thisimplied military, political, and economic
containment of the sphere of influence of the Soviet
Union.”®* The imperia redm of the United States was
defined negatively, as everything not directly contained in
the Soviet orbit (which in US eyes included China long
after it had gone its separate way). While it was accepted
that frontal confrontation with the Soviet empire was
impossible, every opportunity was seized to undermine
it—a policy that led into some disasters as the US sup-
ported the rise of the Mujahidin and Idamic fundamental-
ismin order to embarrass the Soviets in Afghanistan, only
to have to suppress the Mujahidin's influence later in awar
againgt terrorism based in Idamic fundamentaism. Any
expansion of communist-controlled territory was viewed as
a serious loss—hence the intense recriminations over ‘who
lost China to Mao and the use of that accusation to spear-
head M cCarthy's attacks.

Two cardina principles of internal strategic practice
had been defined during the Second World War, and these
remained set in stone thereafter: the socid order in the
United States should remain stable (no radical redistribu-
tions of wealth or power and no challenge to dlite and/or
capitalist class control would be tolerated), and there
should be a continuous expansion of domestic capital
accumulation and consumption to ensure domestic peace,
prosperity, and tranquillity.’* Foreign engagements
should not interfere with consumerism at home: hence
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the preference for what Ignatieff cals ‘empire lite'. The
United States would use its superior military power to
protect client regimes throughout the world that were
supportive of USinterests. The overthrow of Mossadegh,
who had nationalized the ail fields of Iran, and hisreplace-
ment by the Shahin 1953 (dl with CIA help) and the sub-
sequent reliance upon him to look out for US interestsin
the Gulf region was typical of this approach. In key
geopolitical arenas, such as the frontline states with the
Soviet Union, it would use its economic might to build
strong economies based on capitdistic principles (hence
the Marshal Plan for Europe and strong support for
Japan, Taiwan, South Korea, and other vulnerable front-
line states in relation to Soviet power). Access to the
Middle East, with its oil reserves, was adso crucia
(Roosevelt, though sick, went out of hisway to stop off to
talk with the Saudis and others about the importance of
maintaining the flows of oil on hisway back from the Ydta
conference).

The US placed itself at the head of collective security
arrangements, using the United Nations and, even more
importantly, military alliances such as NATO, to limit the
possibility of inter-capitalist wars and to combat the
influence of the Soviet Union and then China. It used its
own military power, covert operations, and al manner of
€conomic pressures to ensure the creation or continuance
of friendly governments. To this end it was prepared to
support the overthrow of democraticaly elected govern-
ments and to engage directly or indirectly in tactics of lig-
uidation of those considered opposed to US interests. It
did so in Iran, Guatemala, Brazil, the Congo, the
Dominican Republic, Indonesia, Chile, and elsawhere. It
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intervened electorally and covertly in dozens of other
countries throughout the world. Yet it lost out in China
and Cuba, and communist insurgencies thrived elsewhere
as the Soviet model gained traction as a means to bring
about rapid modernization without capitaist class rule.
Within the 'free world' the US sought to construct an
open international order for trade and economic develop-
ment and rapid capital accumulation along capitalistic
lines. Thisrequired the dismantling of the former nation-
state-based empires. Decolonization required state
formation and self-governance across the globe. The US
largely modelled its relationships with these newly
independent states on its experience in dealing with the
independent republics of Latin America during the pre-
war period. Privileged trade relations, clientelism,
patronage, and covert coercion were, as we have seen, the
chief weapons of control. And the US deployed these
weapons bilaterally, country by country, thus positioning
itself asacentral hub with innumerabl e spokes connecting
it to dl other states around the world. Any threat of col-
lective action against overwhelming US power could be
countered by a divide-and-rule strategy making use of
individual connections to limit collective autonomy, even
when, asin Europe, moves towards union were under way.

An international framework for trade and economic
development within and between these independent
states was set up through the Bretton Woods agreement to
stabilize the world's financid system, accompanied by a
whole battery of institutions such as the World Bank, the
International Monetary Fund, the International Bank of
Settlements in Bade, and the formation of organizations
such as GATT (the General Agreement on Tariffs and
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Trade) and the OECD (Organization for Economic
Cooperation and Development), designed to coordinate
economic growth between the advanced capitalist powers
and to bring capitalist-style economic development to the
rest of the non-communist world. In this sphere the US
was not only dominant but aso hegemonic in the sense
that its position as a super-imperialist state was based on
leadership for propertied classes and dominant €lites
wherever they existed. Indeed, it actively encouraged the
formation and empowerment of such elites and classes
throughout the world: it became the main protagonist in
projecting bourgeois power across the globe. Armed with
Rostow's theory of 'stages’ of economic growth, it strove
to promote the 'take-off into economic development
that would promote the drive to mass consumption on a
country-by-country basis in order to ward off the com-
munist menace.™

But the dismantling of European-based imperialisms
aso entailed the forma disavowd of the racism that had
permitted the reconciliation of nationalism with imperial-
ism. The UN Declaration of Human Rights and various
UNESCO studies denied the validity of racism and
sought to found a universalism of private property and of
individua rights that would be appropriate for a second
stage of bourgeois politica rule. For this to work
demanded that the US should depict itself asthe pinnacle
of civilization and a bastion of individual rights. Pro-
Americanism had to be cultivated and projected abroad.
And so began the huge cultural assault upon 'decadent’
European vaues and the promotion of the superiority of
American culture and of'American values. Money power
was used to dominate cultural production and influence
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cultural vaues (thiswasthe erawhen New York 'stole' the
idea of modern art from Paris™). Cultural imperialism
became an important weapon in the struggle to assert
overdl hegemony. Hollywood, popular music, cultural
forms, and even whole political movements, such asthose
of civil rights, were mobilized to foster the desire to
emulate the American way. The US was constructed as a
beacon of freedom that had the exclusive power to entrain
the rest of the world into an enduring civilization charac-
terized by peace and prosperity.

But the US dso came to be viewed as the primary
engine of capital accumulation and one that could entrain
the rest of the world in its tracks. Massive internal trans-
formations in its own economy (that had been merely
hinted at during the New Deal of the 1930s) became of
great globa importance because of the market opportuni-
ties it spawned. Investments in education, the interstate
highway system, sprawling suburbanization, and the
development of the south and west, absorbed vast quanti-
ties of capital and product in the 1950s and 1960s The US
state, to the chagrin of neo-liberals and conservatives,
became a developmenta state during these years. Except
for afew key areas, such as strategic resources, the US did
not rely too much on the extraction of vaue from the rest
of the world. The proportion of GDP growth attributable
to foreign trade remained less than 10 per cent up until the
1970s. While there were some foreign operations, like
ITT (International Telephone and Telegraph) in Chile
(one of whose directors had been director of the CIA), or
United Fruit in Central America, which exercised consid-
erable influence over US foreign policy in those regions,
US economic imperidism was, with the exception of
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strategic minerals and oil, rather muted. In so far as an
outer didectic was cdled for, it pointed to the aready
developed parts of the capitalist world. Direct foreign
investment flowed to Europe, leading Europeans to
become obsessed with holding off what Servan-Schreiber
called 'the American challenge'.'’ In return, however, the
US opened its market to others and provided an effective
demand for products from Europe and Japan. Strong
growth occurred throughout the capitalist world. The
accumulation of capitad proceeded apace through
'‘expanded reproduction’. Profits were reinvested in
growth as wdl as in new technologies, fixed capital, and
extensive infrastructural improvements.’® Controls over
capita outflows (as opposed to commodities) were,
however, retained from the preceding period, particularly
in Europe. This gave individua states considerable
discretion over fiscal aswell asmonetary policies. Therole
of financial speculation remained relatively muted and
territorially confined. This 'Keynesian' context for state
expenditures cohered with a dynamic of class struggle
within individual nation-states over distributive ques-
tions. This was an era when organized labour became
quite strong and socid democratic welfare states emerged
across Europe. The sociad wage became an object of strug-
gle even within the United States, and organized |abour
won severd dgnificant victories internally over wage
levels and living standards.

The period from 1945 to 1970 was, then, the second
stage in the political rule of the bourgeoisie operating
under globa US dominance and hegemony. It brought a
period of remarkably strong economic growth to the
advanced capitalist countries. A tacit globa compact was
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established among dl the mgor capitalist powers, with the
US in a clear leadership role, to avoid internecine wars
and to share in the benefits of an intensification of an inte-
grated capitaism in the core regions. The geographical
expansion of capital accumulation was assured through
decolonization and 'developmentalism' as a generalized
god for the rest of the world. Expanded reproduction
seemed to beworking very well and secondary effects even
spilled outwards, though lightly and unevenly, across the
non-communist world. Internally, the increasing power of
labour within the capital-labour pact meant spreading the
benefits of consumerism to the lower classes, even to some
minorities (though not enough, as the urban unrest of the
1960s proved). The problem of overaccumulation of
capital, though dways threatening, was contained until
the late 1960s by amix of internal adjustments and spatio-
temporal fixes both within and without the United States.
These strategies, it was hoped, would permit the system
to overcome the economic problems that had plagued the
1930s and protect against the threat of communism.

But this second stage was not free of contradictions.
First, the forma disavowad of racism internationally
posed al manner of difficulties internally for the United
States, whereracia discrimination was rampant. The civil
rights movement which, in the end, provided a model for
much of the rest of the world, had its origins in internal
dynamics, as did the urban uprisings led by blacks in the
1960s, but it aso had an international dimension as the
universalism of human rights clashed with internal prac-
tices and as 'coloured' diplomats en route between the
UN in New York and Washington, DC found themselves
barred from staying in motels. Theracia sdlectivity of US
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immigration policy aso came under fire. Migrant flows
into the US began to change their character.

Secondly, as we will see in Chapter 3, the policy of an
open market made the US vulnerable to international
competition. Capital flows during this period were
heavily concentrated within the advanced capitalist world
(broadly within the OECD countries). West Germany and
Japan in particular ratcheted up their economic power to
challenge US dominance in production during the 1960s
As the ahility of the US to absorb surplus capitals inter-
nally began to flag in the late 1960s, so overaccumulation
emerged as a problem and economic competition sharp-
ened.

Thirdly, whenever there was a conflict between democ-
racy, on the one hand, and order and stability built upon
propertied interests, on the other, the US dways opted for
the latter. The US therefore moved from the position of
patron of national liberation movements to oppressor of
any populist or democratic movement that sought even a
mildly non-capitalist (let alone a socidist or communist)
path to the improvement of economic well-being. Socia
democratic or populist attempts at modifying capitalism
were often ruthlessly struck down (as happened to Bosch
in the Dominican Republic, Goulart in Brazil, and, even-
tually, Allende in Chile). Even in Europe the US did
everything in its power to undermine socialism and even
on occasion to subvert socid democracy. And savagdy
dictatorial regimes, such as those in Argentina in the
1970s, the Saudis, the Shah of Iran, and Suharto in
Indonesia, were unconditionally supported by US
military and economic power since they supported US
interests. Growing resentment of being locked into a
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spatio-temporal situation of perpetual subservience to
the centre dso gsparked anti-dependency movements
throughout the developing world. Class and national lib-
eration struggles within the developing world were more
and more forced into an anti-American politics. Anti-
dependency fused with anti-colonialism to define anti-
imperialism. In dl of these struggles the territoriality of
political power was just as important to the sustenance of
US hegemony asit had been to the European empires that
went before. The US did not acquire its imperia stature,
as Ignatieff avers, through denial: it smply used denial of
geography and the rhetoric of universality to hide its ter-
ritorial engagements, more so from itself than from
others.

Fourthly, the effect of the Cold War and of these foreign
entanglements was to empower what President
Eisenhower critically referred to in his farewell address as
a dangeroudy powerful 'military industrial complex'.
Thisthreatened to dominate politics through its pervasive
influence and pursue its own narrow interests by exagger-
ating threats and manipulating external crises so as to
construct a permanent war economy that would render it
ever more powerful. To survive economicaly, the defence
industries needed a thriving export trade in arms. This
came to have a fundamenta role in US capital accumula-
tion, but it aso resulted in the excessve militarization of
the rest of the world.

This second stage in globd rule of the bourgeoisie came
to an end around 1970 or so0. The problems were multiple.
First there was the classc problem of al imperia
regimes—overreach. The containment of (and attempt to
subvert) communism proved rather more costly than
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expected for the United States. The rising costs of the
military conflict in Vietnam, when coupled with the
golden rule of never-ending domestic consumerism—a
policy of guns and butter—proved impossible to sustain,
since military expenditures provide only short-run outlets
for surplus capital and generate little in the way of
long-term relief to the internal contradictions of capital
accumulation. The result was afiscal crisis of the devel-
opmental state within the United States. The immediate
response was to use the right of seigniorage and print
more dollars.™ This resulted in world-wide inflationary
pressures. The consequence, aswe shal seein Chapter 3,
was an explosion in the quantity of ‘fictitious capital in
circulation lacking any prospect of redemption, a wave of
bankruptcies (focused initialy on assets in the built envir-
onment), uncontainable inflationary pressures, and the
collapse of the fixed international arrangements that had
founded US super-imperialism after the Second World
War. Meanwhile, the growing power of organized labour
throughout the core states of the globa system pushed up
the leve of socid expenditures as well as wage costs, thus
cutting into profits. Stagflation resulted. Profit opportun-
ities disappeared and a crisis of overaccumulation of
capita emerged. The debt overhang of many govern-
ments from vast investments in physical and socid infra-
structuresproduced afiscal crisisof the state (culminating
in the spectacular bankruptcy of New York City in 1975).
To top it al, the competitive strength of the revived
Japanese and West German industries challenged, and in
some areas now surpassed, US dominance in production.
Emulation in manufacturing was cutting off one of the
key legs of US hegemony. The United States' economic
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position seemed untenable. Surplus dollars flooded the
world market and the whole financial architecture of the
Bretton Woods system collapsed.

Neo-liberal Hegemony, 1970-2000

A different kind of system then emerged, largely under
US tutelage. Gold was abandoned as the materia basis of
money vaues and thereafter the world had to live with a
dematerialized monetary system. Flows of money capital,
already moving fredly around the world via the eurodollar
market (dollars held outside the United States that could
eadly be lent anywhere) were to be totally liberated from
state controls. The collusion (now documented) between
the Nixon administration and the Saudis and Iranians to
push ail prices sky-high in 1973 did far more damage to
the European and Japanese economies than it did to the
US (which at that time was not greatly dependent upon
Middle Eastern supplies). US banks (rather than the
IMF, which was the preferred agent of the other capitalist
powers) gained the monopoly privilege of recycling the
petrodollars into the world economy, thus bringing
the eurodollar market back home.”® New York became the
financial centre of the globa economy (this, coupled with
internal deregulation of financial markets, dlowed that
city to recover from its crisis and to flourish to the point of
incredible affluence and conspicuous consumption in the
1990s).

Threatened in the realm of production, the US had
countered by asserting its hegemony through finance. But
for this system to work effectively, markets in general and
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capital markets in particular had to be forced open to
international trade (adow process that requiredfierceUS
pressure backed by use of international levers such asthe
IMF and an equally fierce commitment to neo-liberalism
as the new economic orthodoxy). It aso entailed shifting
the balance of power and interests within the bourgeoisie
from production activities to institutions of finance
capital. Financia power could be used to discipline work-
ing-class movements. The opportunity arose to launch a
frontal assault on the power of labour and to diminish the
role of its institutions in the political process. President
Reagan's first move was to destroy the strong collective
power of the air traffic controllers (PATCO), and this
served notice on the union movement that it stood to suf-
fer the same fate should any other group of workers strike.
A wave of labour militancy swept the advanced capitalist
world during the late 1970s and the 1980s (the miners tak-
ing the lead in both Britain and the United States) as
working-class movements everywhere sought to preserve
the gains they had won during the 1960s and early 1970s.
In retrospect, we can see this as arearguard action to pre-
serve conditions and privileges gained within and around
expanded reproduction and the welfare state, rather than
a progressive movement seeking transformative changes.
For the most part this rearguard action faled. The subse-
guent devaluation of labour power and the steady relative
degradation in the condition of the working class in the
advanced capitalist countries was then paralleled by the
formation of a huge, amorphous, and unorganized prole-
tariat throughout much of the developing world. This put
downward pressure upon wage rates and labour condi-
tions everywhere. Easily exploited low-wage workforces
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coupled with increasing ease of geographical mobility of
production opened up new opportunities for the
profitable employment of surplus capital. But in short
order this exacerbated the problem of surplus capita pro-
duction world-wide. Nevertheless, unemployment surged
and wage rates and working-class militancy were held in
check. The debt overhang of the state opened up al man-
ner of opportunities for speculative activity that, in turn,
made state powers more vul nerableto financial influences.
Finance capital, in short, moved centre-stagein this phase
of US hegemony, and it was able to exercise acertain dis-
ciplinary power over both working-class movements and
state actions, particularly whenever and wherever the
state ran up significant debts.

This whole shift would not have had the effect it did
had it not been for a battery of technological and organ-
izational shifts that dlowed manufacturing to become
much more footloose and flexible. Reductions in the cost
of transport, coupled with politica shifts on the part of
governments at dl levels to offer a poditive business
climate and to cover some of the fixed costs of relocation,
promoted the kind of geographical mobility of manufac-
turing capital that the increasingly hyper-mobile financial
capital could feed upon. While the shift towards financial
power brought great direct benefits to the United States,
the effects upon its own industrial structure were nothing
short of traumatic, if not catastrophic. Offshore produc-
tion became possible and the search for profit made it
probable. Wave after wave of deindustrialization hit
industry after industry and region after region within the
US, beginning with the low-value-added goods (such as
textiles), but step by step ratcheting up the value-added
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scde through sectors such as steel and shipbuilding to
high-tech imports, particularly from East and South-East
Asia Even Chryder had to be balled out (effectivey
nationalized for a short period) by the Federd
Government to avoid closure. The US was complicit in
undermining its dominance in manufacturing by unleash-
ing the powers of finance throughout the globe. The
benefit, however, was ever cheaper goods from elsewhere
to fud the endless consumerism to which the US was
committed. US dependency on foreign trade was on the
rise and the need to build and protect asymmetrical trade
relations moved to the fore as a key objective of political
power.

By 1980 or s0 it became clear that manufacturing in the
United States was now but one complex among many
operating in ahighly competitive globa environment, and
that the only way it could survive was by achieving super-
iority (usually temporary) in productivity and in product
design and development. It was, in short, no longer hege-
monic. It needed help from government (such asthe Plaza
accord of 1985 in which government agreed to depreciate
the dollar against the yen to make US manufacturing
exports more competitive—a tactic that had to be
reversed in the 1990s as Japanese manufacturing stag-
nated). Some special sectors—agribusiness and defence
for example—were immune, but the rest were forced into
radical adjustments in everything from techniques of pro-
duction to labour relations. In those areas where US firms
remained powerful, the turn to offshore production of
components or even whole products placed more and
more productive capacity outside the borders of the
United States even though the repatriation of profits kept
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wedth flowing towards it. In other areas, the monopoly
privileges that attach to patented technologies and licens-
ing laws gave welcomerelief from thedraining away of US
dominance in production. The US was moving towards
becoming a rentier economy in relation to the rest of the
world and a service economy at home. But sufficient
wedlth accrued to continue the consumerism that had
aways been the basis of socia peace.

Internationally, finance capital proved more and more
volatile and predatory. Various bouts of devaluation and
destruction of capital were visited (usually through the
good graces of IMF structural adjustment programmes)
as an antidote to theinability to keep capital accumulation
going smoothly by expanded reproduction. In some
instances, for example in Latin America in the 1980s
whole economies were raided and their assets recovered
by US finance capital. In others, it was more smply an
export of devaluation. The hedge funds' attack upon the
Thai and Indonesian currenciesin 1997, backed up by the
savage deflationary policies demanded by the IMF, drove
even viable concerns into bankruptcy throughout East
and South-East Asa, Unemployment and impoverish-
ment were the result for millions of people. That crisis
aso conveniently sparked aflight to the dollar, confirming
Wal Street's dominance and generating an amazing boom
in asset values for the affluent in the United States. Class
struggles began to coaesce around issues such as IMF-
imposed structural adjustment, the predatory activities of
finance capital, and the loss of rights through privatiza-
tion. The tone of anti-imperialism began to shift towards
antagonism to the main agents of financialization—the
IMF and the World Bank being frequently singled out.
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Debt crises within particular countries (two-thirds of
IMF members experienced a financial crisis after 1980,
some more than twice) could be used, however, to reorga-
nize the internal socid relations of production in each
country where they occurred in such a way as to favour
the further penetration of external capitals.® Domestic
financial regimes, domestic product markets, and thriving
domestic firms were, in thisway, prised open for takeover
by American, Japanese, or European companies. Low
profitsin the core regions could thereby be supplemented
by taking a cut out of the higher profits being earned
abroad. What | cdl 'accumulation by dispossession’
(see Chapter 4), became a much more centra feature
within global capitalism (with privatization as one of its
key elements). Resistance in this sphere, rather than
through the labour struggles typicaly spawned by
expanded reproduction, became more central within the
anti-capitalist and anti-imperialist movement.

While centred on the Wall Street-Treasury complex,
the system had many multilateral aspects. The financial
centres of Tokyo, London, Frankfurt, and many other
places took part in the action asfinancialization cast its net
across the world, focusing on a hierarchically ordered set
of financial centres and a transnational elite of bankers,
stockbrokers, and financiers. This was associated with the
emergence of transnational capitalist corporations which,
though they may have had abasis in one or other nation-
state, spread themselves across the map of the world in
ways that were unthinkable in earlier phases of imperial-
ism (the trusts and cartels that Lenin and Hilferding
described were dl tied very closdy to particular nation-
states). This was the world that the Clinton White House,
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with an dl-powerful Treasury Secretary, Robert Rubin,
drawn from the speculator side of Wal Street, sought to
manage by a centralized multilateralism (epitomized by
the so-called "Washington Consensus' of the mid-1990s).
The multilateralism was increasingly organized around a
regionalization of the globa economy with atriadic struc-
ture of North America (NAFTA), Europe (the EU), and
the looser confederation of interests built around trading
relations in East and South-East Asa dominating. With
the neo-liberal ground rules of open financid markets and
relatively free access being strengthened, there seemed
little danger of these regiona configurations lapsing back
into the competitive autarky that had proven so destruc-
tivein the period before the Second World War and which
had played such an important role in laying the basis
for inter-capitalist war. Within this triadic structure,
however, it seemed clear that the US still held the mgor
cards by virtue of its huge consumer market, its over-
whelming financia power, and its reserve of unchallenged
military might.

And, to top it al, the end of the Cold War suddenly
removed a long-standing threat to the terrain of globa
capital accumulation. The collective bourgeoisie had
indeed inherited the earth. Fukuyama prophesied that the
end of history was at hand. It seemed, for a brief moment,
that Lenin was wrong and that Kautsky might be right—
an ultra-imperialism based on a 'peaceful’ collaboration
between dl the mgor capitalist powers (now symbolized
by the grouping known as the G7, expanded to the G8 to
incorporate Russia, albeit under the hegemony of US
leadership) was possible—and that the cosmopolitan
character of finance capital (symbolized by the meetings

68



How America's Power Grew

of the World Economic Forum in Davos) would be its
founding ideology.?

But it would be wrong to think of this financia power,
awesome though it definitely was, as being omnipotent and
able to impose its will without constraint. It isin the very
nature of financialization to be perpetually vulnerable in
relationship to the production of value in industrial and
agricultural activity. In the midst of dl the rading
and devaluation, there arose new and sgnificant com-
plexes of industrial production. In East and South-East
Asa, for example, regiona complexes such as the Pearl
River delta (Guangdong) in China or politically orches-
trated economies such as Singapore and Taiwan, not only
proved adept at adapting to financia pressures but were
even able to create an oppositional force to demonstrate
the vulnerability of finance capita—now heavily concen-
trated in the United States as well as Europe and Japan—
to the production of real vaues. The fact that many of
these industrial production complexes were regionally
concentrated within a state, or even, in some instances,
between states, is of considerable interest, for reasons that
wewill addressin Chapter 3. Subtlelinesof counter-attack
againgt the hegemony of the United States in the realm of
finance were emerging in the interstices of the worlds of
production. And the sign of that was the piling up of trade
balance surpluses, particularly in East and South-East
Asa Therecycling of these surpluses back into the finan-
cid system made it seem, however, as if Wal Street was
still the operative centre of the financial universe. While
there had been, therefore, phases (such as that of the
1980s) when the hegemony of the United States was being
openly questioned both internally and externally, by the
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end of the 1990s much of that doubt had dissipated. The
security of the United States and its financial dominance
in world affairs was assured. The boom in asset values
within the United States and the rise of a 'new economy’
built around supposedly strong productivity gains and a
whole raft of dot.com companies kept the US economy
growing rapidly enough to entrain the rest of the world
into respectable rates of capital accumulation. Con-
sumerism, the golden rule of internal peace within the
United States, boomed to astonishing levels in the US as
well asin the other centres of advanced capitalism.

This system has now run into serious difficulties. Asin
1973-5, the causes are multiple, though this time the
volatility and chaotic fragmentation of power conflicts
within political-economic life make it hard to discern
what is happening behind dl the smoke and mirrors (par-
. ticularly those of the financial sector). But in so far asthe
crisis of 1997-8 reveded that the main centre of surplus
productive capacity lay in East and South-East Asa (and
sought to visit devaluation singularly upon that region),
the rapid recovery of some parts of East and South-East
Adan capitalism (South Korea in particular) has forced
the general problem of excess capacity (overaccumula
tion) back to the forefront of globa affairs. The collapse of
the much-celebrated 'new economy' in a rubble of faled
dot.com companies in the United States, followed by
accounting scandals that dramatically revealed that ‘ficti-
tious' capital could dl too easly remain unredeemable,
not only undermined the credibility of Wal Street but
brought into question the relationship between finance
capital and production. The threat of massive devaluation
of capital loomed and, with the fal of asset values, there
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were tangible signs of that threat aready being realized
(most dramatically with respect to pension funds, which
found it increasingly difficult to meet their obligations).

Either new arenas of profitable capital accumulation
(such as China) must be opened up, or, faling that, there
will have to be anew round of devaluation of capital. The
guestion becomes: who will bear the brunt of anew round
of that devauation? Where will the axe fdl? The trend
towards 'regionalization’ within the globa economy then
appears more worrying. Echoes of the geopolitical compe-
tition that became so destructive in the 1930s begin to be
heard. US abandonment of the spirit if not the letter of
the WT O rules against protectionism by the imposition of
tariffs on steel importsin 2002 was a particularly ominous
sign. The bursting of the speculative bubble reveded the
vulnerability of the United States to devauation. The
gathering recession, evident early in 2001, after a decade
or more of spectacular (even if ‘irrational’) exuberance
and avid consumerism, gave further evidence of that vul-
nerability well before the jolt to the system administered
by the eventsof 9/11. Wasthe golden rule of the incessant
upward march of consumerism within the United States
about to be broken?

A magor faultline of instability liesin the rapid deterior-
ation in the balance of payments situation of the United
States. 'The same exploding imports that drove the world
economy' during the 1990s, writes Brenner, 'brought US
trade and current account deficits to record levels, leading
to the historically unprecedented growth of ligbilities to
overseas owners and 'the historically unprecedented vul-
nerability of the US economy to the flight of capital and a
collapse of the dollar'.”® But this vulnerability exists on
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both sides. If the US market collapses then the economies
that look to that market as a sink for their excess produc-
tive capacity will go down withit. The aacrity with which
the central bankers of countries like China, Japan, and
Taiwan lend to cover US deficits has a strong element of
self-interest: they thereby fund the US consumerism that
forms the market for their products. They may now even
find themselves funding the US war effort.

But the hegemony and dominance of the United
Statesis, once more, under threat, and this time the dan-
ger seems more acute. Its roots lie in the unbalanced
reliance upon finance capital as a means to assert hege-
mony. Historically, Arrighi (following Braudel) points
out, financial expansions indicate 'not just the maturity
of a particular stage of development of the capitalist
world-economy, but aso the beginning of a new stage'.*
If financialization is a likely prelude to a transfer of
dominant power from one hegemon to another (as has
historically been the case) then the US turn towards
financidlization in the 1970s would appear to have been a
peculiarly self-destructive move. The deficits (both inter-
nal and external) cannot continue to spira out of control
indefinitely, and the ability and willingness of others
(primarily in Add) to fund them is not inexhaustible.
The sheer volume of support to the US is astonishing,
rising to $2.3 billion a day at the beginning of 2003. Any
other country in the world that exhibited such a macro-
economic condition would by now have been subjected
to ruthless austerity and structural adjustment proced-
ures by the IMF. But the IMF is the United States. As
Gowan remarks. 'Washington's capacity to manipulate
the dollar price and to exploit Wall Street's international
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financial dominance enabled the US authorities to avoid
doing what other states have had to do: watch the balance
of payments; adjust the domestic economy to ensure high
levels of domestic savings and investment; watch levels of
public and private indebtedness; ensure an effective
domestic system of financial intermediation to ensure the
strong development of the domestic productive sector.’
The US economy has had 'an escape route from al these
tasks and 'by dl normal yardsticks of capitalist national
accounting' has become 'deeply distorted and unstable
asaresult.”

The power of the Wal Street-Treasury-1MF complex
is both symbiotic with and parasitic upon a coercively
imposed financial system built around the so-caled
Washington consensus and later elaborated through the
construction of new international financia architecture.
This, writes Soederberg, is clearly ‘an annex of the US
state', even though it dso servestheinterests of the 'trans-
national bourgeoisie as a whole'.?° But the disciplining,
even destruction, of the 'developmental’ states centred in
East and South-East Asa makes it tempting to bolt the
system, much as Malaysiadid when it suddenly, and quite
successfully, abandoned the neo-libera rules, refused the
discipline of the IMF, and imposed capita controls of the
sort that had not been seen since the 1960s. It is not clear
how far this can go before regional aliances form and opt
out, thus driving a stake through the heart of the
Washington consensus and undermining the structure of
the new financial architecture that has so fa been so
advantageous to the United States. Nor is it clear, as the
tariff on stedl imports shows, that the US will follow the
rules. On this point it is worth recalling that the US
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Senate ratification of the WTO agreement carried with it
the proviso that the US could ignore and refuse any WTO
ruling that it considered to be fundamentally unfair to US
interests (afamiliar stance in which the US assumesit has
the right to be both judge and jury).

To cap it dl, resistance towards and resentment of the
powers of the Wadl Street-Treasury-IMF complex are
everywhere in evidence. A world-wide anti-globalization
movement (quite different in form from the class strug-
gles embedded in the processes of expanded reproduc-
tion) is morphing into an aternative globalization
movement with a lot of grassroots support. Populist
movements against US hegemony by formerly pliant sub-
ordinate powers, particularly in Asa (South Korea is a
case in point) but dso now in Latin America, threaten to
transform grassroots resistance into a series of state-led if
not intensely nationalist resistances to US hegemony. Itis
under these conditions that anti-imperialism begins to
take on a different coloration which, in turn, helps define
more clearly within the United States what its own imper-
idist project might have to be if it isto preserve its hege-
monic position. If hegemony weakens, then the danger
exists of aturn to far more coercive tactics of the sort we
are now witnessing in lrag.

Options

The options for the United States are limited. While
Arrighi and his colleagues do not envisage any serious

external challenge, they do worryingly conclude that the
us
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has even greater capabilities than Britain did a century ago to
convert its declining hegemony into exploitetive domination. If
the system eventudly bresks down, it will be primarily because
of US resstance to adjustment and accommodation. And con-
vady, US adjusment and accommodation to the risng eco-
nomic power of the East ASan region is an essentia condition
for anon-catastrophic transition to anew world order.?’

The Bush administration's shift towards unilateralism,
towards coercion rather than consent, towards a much
more overtly imperial vision, and towards reliance upon
its unchallengeable military power, indicates a high-risk
approach to sustaining US domination, almost certainly
through military command over globa oil resources.
Since thisis occurring in the midst of severa signs of loss
of dominance in the readlms of production and now
(though as yet less clearly) finance, the temptation to go
for exploitative domination is strong. Whether or not this
will lead later to a catastrophic break-up of the system
(perhaps by areturn to Lenin's scenario of violent com-
petition between capitalist power blocs) is hard even to
imagine let alone predict.

The US could, however, downgrade if not turn avay
from its imperialist trgjectory by engaging in a massve
redistribution of wealth within its borders and a redirec-
tion of capital flows into the production and renewa of
physica and socid infrastructures (dramatic improve-
ments in public education and repair of patently failing
infrastructures would be a good place to start). Anindus-
trial strategy to revitaize its still substantial manufac-
turing sector would dso help. If it is to go very fa,
this strategy would aso entail an internal reorganization
of class power relations and transformative measures
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affecting socia relations of a sort that the United States
has refused systematicaly to contemplate ever since the
Civil War. State-subsidized private consumerism would
have to be replaced by projects oriented towards public
well-being. But this would require even more deficit
financing and/or higher taxation as wel as heavy state
direction, and this is precisely what the dominant class
forces within the US adamantly refuse even to contem-
plate; any politician who proposes such a package will
amogt certainly be howled down by the capitalist press
and their ideologists, and just as certainly lose any election
in the face of overwhelming money power. Yet, ironically,
amassive counter-attack within the US as wdl as within
other core countries of capitalism (particularly in Europe)
againgt the politics of neo-liberalism and the cutting of
state and socid expenditures might be one of the only
ways to protect capitalism internaly from its sdf-
destructive and crisis-prone tendencies in the present
conjuncture. A new 'new deal’ is the very minimum, but
it is by no means sure that this would really work in the
face of the overwhel ming excess capacity within the global
system. It is sadutary to remember the lessons of the
1930s there is very little evidence that Roosevelt's 'New
Deal' solved the problem of the Depression. It took the
travails of war between capitalist states to bring territorial
strategies back into line so as to put the economy back on
a stable path of continuous and widespread capital accu-
mulation.

Even more suicida politically within the US would be
to try to enforce by sdf-discipline the kind of austerity
programme that the IMF typicdly visits on others. Any
attempt by external powers to do so (by capita flight and
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collapse of the dallar, for example) would surdly dicit a
savage US poalitical, economic, and even military response.
It is hard to imagine that the US would peacefully accept
and adapt to the phenomenal growth of East Asa and
recognize, as Arrighi suggestsit should, that we arein the
midst of amgor transition towards Asa as the hegemonic
centre of globa power. It is unlikely that the US will go
quietly and peacefully into that goodnight. 1t would, in any
case, entall aradica reorientation—some signs of which
(as we will see in Chapter 3) dready exist—of East Asan
capitalism from dependency on the US market to the
cultivation of an internal market within Ada itsdf. The
gradual withdrawal of funds from the US would have
calamitous consequences. But ever-expanding indebted-
nessisaperilousway to keep consumerism divewithinthe
US, let done pay for a war. The lesson of the crisis of
1973-5 was that at some point the capitalistic logic will
come home to roost and expose the impossibility of a
strategy of guns and butter for evermore.

It isin this context that we see the Bush administration
looking to flex military muscle as the only clear absolute
power it has left. The open tak of empire as a politica
option presumably seeks to hide the exaction of tribute
from the rest of the world under a rhetoric of delivering
peace and freedom for al. Control over oil supplies pro-
vides a convenient means to counter any power shifts—
both economic and military—threatened within the
globa economy. The current situation reeks of arerun of
what happened in 1973, since Europe and Japan, aswdl as
East and South-East Asa (now crucidly including
China), are even more heavily dependent on Gulf oil than
is the United States. If the US successfully engineers the
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overthrow of both Chavez and Saddam, if it can stabilize
or reform an armed-to-the-teeth Saudi regime that is
currently based on the shifting sands of authoritarian
rule (and in imminent danger of faling into the hands of
radicalized Islam), if it can move on (as seems possible)
from Irag to Iran and consolidate its position in Turkey
and Uzbekistan as a strategic presence in relation to
Caspian Basin ail reserves (which the Chinese are desper-
ately trying to buy into), then the US, through firm
control of the global oil spigot, might hope to keep effec-
tive control over the global economy and secure its own
dominance for the next fifty years. But much adso
depends, as Friedman noted in the passages cited in the
Introduction, upon whether the US can persuade the
world that it is acting in a leadership role, concerned to
develop collective power by acting as guarantor of globa
. 0il supplies to al, or whether it is acting out of narrow
self-interest to secure its own position at the expense of
others. Is it, in short, resorting to domination through
coercion or exercising leadership through hegemony?
The most likely tactic is to try to mask the latter in a
veneer of the former. But the failure to garner full inter-
national support for the invason of Iraq suggests that
much of the world is suspicious of US motivations.

The dangers of this strategy in the Gulf region are
immense. Resistance will be formidable, not least from
Europe and Asia, with Russia and China not far behind.
The reluctance to sanction the US military invasion of
Iraqin the UN, particularly by France, Russia, and China
(who gained access to Iragi oil exploitation during the
1990s), illustrates the point. And theinternal dynamics of
anti-American struggles in the Gulf region are as unpre-
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dictable as they are complex. The potentiality for destabi-
lization of the whole region stretching from Pakistan to
Egypt is considerable. The hubristic view that the whole
structure of politica power and territorial organization in
the region—so arbitrarily created by the British and
French as a side-bar to the Versalles agreements—can be
remade and stabilized under the leadership of the US and
its alies, is smply too far-fetched to contemplate (though
there are strategists within the US government who seem
to believe thisis possible).

Itishere, however, that the US isin the position to play
its strongest card—military dominance—and to do so
coercively if necessary. We know full well, from the
defence planning documents issued over the last decade
or 0, what the political strategy isin thisrealm. It isto
maintain military primacy at dl costs and to discourage
and resist the emergence of any rival superpower. The
spread of weapons of mass destruction of any kind will be
prevented, and the US should be prepared to use pre-
emptive force if necessary to achieve that god. During the
Clinton years this was translated into an active capacity to
fight two regiona wars at the sametime (and the examples
chosen for planning purposesin 1995 were, interestingly,
Iraq and North Kored). But the Cheney-Wolfowitz doc-
trine, first laid out in the last years of the former Bush
administration and consolidated in the Project for the New
American Century (which, interestingly, repeats Luce's
move to disguise the territoriality of empire in the con-
ceptual fog of a 'century’) went further still. Fixed
aliances (like NATO) are to be abandoned (they are too
constraining) and ad hoc coalitions should be built on a
case-by-case basis. In this way the US would no longer be
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bound by the views of its alies. The US reservesthe right
to go it done if necessary with overwhelming military
firepower. It overtly claimstheright of pre-emptive strike
to head off nuclear, biological, or chemica attacks, to pro-
tect access to key strategic raw materials (such as oil), and
protect against terrorist attacks or other threats (such as
economic strangulation). What is so interesting about
these defence strategy documents from 1991-2 is how
closdly their prescriptions are now being followed.
Armstrong, after a close study of these documents con-
cludes:

The Plan is for the United States to rule the world. The overt
theme is unilateralism, but it is ultimately a sory of domina-
tion. It cdlsfor the United Statesto maintain its overwheming
military superiority and prevent new rivas from risng up to
chdlenge it on the world stage. It cdls for dominion over
friends and enemies dike. It says not that the United States
must be more powerful, or most powerful, but that it must be
absolutdy powerful.

Theirony indl this, as Armstrong goes on to note, isthat,
having helped bring down the Soviet Union, the US is
now pursuing the very politics for which that 'evil empire'
was condemned and opposed. The US ought, as Colin
Powell graphically puts it, 'to be the bully on the block'.
Therest of the world would happily accept this, he went
on to assert confidently, because the US 'can be trusted
not to abuse that power'.

There is, in this, another possible irony: if the Soviet
empire was redly brought down by excessve strain on
its economy through the arms race, then will the US, in
its blind pursuit of military dominance, undermine the
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economic foundations of its own power? Regiona military
commitments are enormous and growing. The US was
aready spending $—5 billion ayear on patrolling the Gulf
region before the military build-up began. Already the
Bush administration has requested nearly $75 billion for
the war, and that is only until September 2003. The total
cogt is unlikely to be less than $200 billion, according to
plausible estimates, and this presumes no unintended
disaster, such asregional break-up and extensive civil war.
And the US plans 'normal’ spending on its military that is
equal to that of the rest of the world. The danger of over-
reach is serious, particularly since federa budget deficits
loom larger and larger in thefiscal landscape and budget
crises at the state and locd levels are aready biting hard
into levels of public service provision. It will then be
doubtful if the golden rule that has prevailed since
Roosevelt—that expenditures on imperial purposes
abroad should not interfere with the endless spiral of con-
sumerism at home—can be maintained. The US will not
merely have to sacrifice precious blood for oil and the
maintenance of an aling hegemony; it may have to
sacrifice its whole way of life too. The capitalistic logic of
power will tear the territorial logic that is now being pur-
sued to shreds.

Regional and Counter Hegemons

Thetriadic regional structure within the globa economy,
with North America supposedly at the apex, is not nec-
essarily a stable configuration. The forma arrangements
set up within the European Union appear to offer the
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possibility of an integrated European economy at least as
large and as powerful as that of the United States. At the
very least this presages the formation of a regiona hege-
mon and perhaps the emergence of a red competitor
with the United States.” The capitalist logic within the
EU, though by no means spectacular, seems to be work-
ing well enough. Interlinkages and networked relations
within the economy are both proliferating and consoli-
dating across the European space. The transition to a
single currency was achieved relatively painlessy, and
the potentia for the euro to chalenge the dollar as the
reserve currency of choice, though muted, is nevertheless
real (Saddam's proposal to denominate his oil sales in
euros rather than dollars may well be another significant
reason for the US to insist upon regime change rather
than disarmament in Irag). But the EU is politically
fragmented and its overal territorial logic remains
indeterminate. The US has al manner of leversto divide
and rule and thereby frustrate the emergence of any clear
territorial logic at the European level. It seeks to prevent
the emergence of a'fortress Europe' by a double strategy
of (a) insisting upon the rules of neo-liberalism as the
basis for exchange relations and capital flows (hence the
importance of the WTO) and (b) keeping certain politi-
ca and military levers in place whereby it can influence
internal politics of the EU. This entails engaging with
individual European states on abilateral basis rather than
with Europe as awhole, and cultivating specia aliances
(e.g. with Britain, Spain, and Italy as well as with the tier
of eastern bloc countries, with Poland at the centre, that
are poised for admission). Though the US itself now
proposes to abandon fixed dliances, it still hangs on to
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NATO in spite of its genera irrelevance given the end of
the Cold War, in part because it kegps European military
planning and development under US command. The US
supports, for example, the idea that Europe should
develop its own military rapid-response force but only on
the condition that it remain under NATO command.
The fact that NATO does not correspond to the EU
is, for the US, a distinct advantage since it makes it
even more difficult to render the territorial logic into a
coherent political and military force.

Divisons within the EU, mainly between pro-American
countries and those seeking to assert an independent polit-
ics, are at this point too severe to imagine acommon foreign
and military strategy. It isunlikely that the EU will produce
a coherent basis for its own 'territorial logic of power' to be
projected upon the world in the very near future. But things
on that front can change quickly, particularly if the US
administration continues to approach European opinion
with such a withering mix of contempt and cdlous disre-
gard. The EU certainly constitutes aregiona hegemon, but
its potentiality to rival the US is currently confined to the
spheres of production and finance.

At this point in time, the challenge to US dominance
posed by East and South-East Asa seems far more seri-
ous. Financial and productive power have continued to
accumulate in the region, draining power away from
North Americaaswell as, to alesser degree, from Europe.
Unlike Europe, the region shows little sign of any attempt
to create a forma structure of political-military power,
and the relationships between states are networked rather
than formal, capitdistic rather than territorial. The
United States in any case currently exercises a level of
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political and military control over the governments of
Japan, Taiwan, and, until very recently, South Korea
which would make any independent political moves by
these countries difficult. While it seems unlikely, there-
fore, that any coherent territorial logic of power will
develop in the region, the power of the capitalistic logic
looks more and more overwhelming and prospectively
hegemonic in the globa economy, particularly asthe huge
weight of Chinaand, to alesser degree, Indiaincreasingly
enter into the balance. We will take up the economic con-
sequences of these shiftsin Chapter 3,, but a political and
military question does arise, because Chinais not domin-
ated by the United Statesin the same way as Japan and has
the capacity and, at timesit seems, the willingness to take
on a territorial leadership role within the region as a
whole. The political and military containment of China
would be just as essential to the maintenance of US global
hegemony as would be a politics of divide and rule for
Europe. And in this, as | observed in Chapter 1, the
control over Middle Eastern oil reserves would serve US
interests very wdl if it ever fet it necessary to rein in
Chinese geopolitica ambitions. In al of this, however,
there isadelicate balance between keeping the world open
enough to dlow the capitalistic logic to unfold relatively
free of constraints and keeping territorial logics stable
and confined enough to prevent the rise of any grand
challenge to US military and politica dominance.

But these are not the only configurations of territorial
power that can be imagined. While the relative fixity of
territorial arrangements militates against fluidity, rapid
shifts in the nature of aliances can and do occur. When,
for example, US policy towards Iraq created a bond of
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resistance early in 2003 between France, Germany, and
Russa, even backed by China, it became possible to
discern the faint outlines of a Eurasian power bloc that
Haford Mackinder long ago predicted could easly dom-
inate the world geopoliticaly. That the US had long been
nervous of such a power bloc was evident in the way it
responded strongly to de Gaulle's overtures to the Soviet
Union in the 1960s and to Willy Brandt's 'Ostpolitik’ of
the 1970s. That the US till has much to fear from such an
alignment was forcibly expressed by Henry Kissinger
when he remarked that this new alignment presaged a
return to a balance of power politics typica of the nine-
teenth century, ruefully adding that in this case 'it is not
evident that the US will lose', thus admitting the very real
possibility that it might.*® The fact that the Bush admin-
istration could bring about such a fearsome counter-
aliance in the space of less than ayear illustrates how fast
geopolitical realignments can occur and how eesly cata-
strophic mistakes can unravel years of careful cultivation
of diplomatic and military protections. The US invasion
of Irag then takes on an even broader meaning. Not only
does it constitute an attempt to control the globa oil
spigot and hence the globa economy through domination
over the Middle East. It dso constitutes a powerful US
military bridgehead on the Eurasian land mass which,
when taken together with its gathering aliances from
Poland down through the Bakans, yields it a powerful
geostrategic position in Eurasia with at least the poten-
tiality to disrupt any consolidation of a Eurasian power
that could indeed be the next step in that endless accum-
ulation of political power that must dways accompany the
equally endless accumulation of capital.
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The end of the Cold War clearly implied that big
changes were on the way. The territoria logics of power
are in the course of mutation, but the outcomes are by no
means certain. It is now aso evident that the territorial
and the capitdistic logics exist in a state of high tension.
Under Bush, the US territorial logic has been made clear,
which is why al the current talk of empire and the new
imperialismis so US-centred. But the balance of forces at
work within the capitalistic logic point in rather different
directions. How this will dl turn out depends mightily,
therefore, upon abetter understanding of how the capital-
istic logic of power isworking. It isthis question that will
be taken up in Chapter 3.
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Capital Bondage

The surviva of capitalism for so long in the face of mul-
tiple crises and reorgani zations accompanied by dire pre-
dictions, from both the left and the right, of its imminent
demise, isamystery that requires illumination. Lefebvre,
for one, thought he had found the key in his celebrated
comment that capitalism survives through the production
of space, but he unfortunately faled to explain exactly
how or why this might be the case.! Certainly both Lenin
and Luxemburg, though for quite different reasons and
utilizing quite different forms of argument, considered
that imperialism—a certain form of production and util-
ization of the globa space—was the answer to the riddle,
though in both cases this solution was finite and therefore
replete with its own terminal contradictions.

It was in this context that, in a series of publications
beginning more than twenty years ago, | proposed a
theory of a'spatial fix' (more accurately a spatio-temporal
fix) to the crisis-prone inner contradictions of capital
accumulation? The central point of this argument
concerned a chronic tendency within capitalism, theoret-
icaly derived out of a reformulation of Marx's theory of
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the tendency for the profit rate to fal, to produce crises of
overaccumulation.® Such crises are typically registered as
surpluses of capital (in commodity, money, or productive
capacity forms) and surpluses of labour power side by
side, without there apparently being any means to bring
them together profitably to accomplish socialy useful
tasks. The most obvious case of this was the world-wide
slump of the 1930s when capacity utilization was at an all-
time low, surplus commodities could not be sold, and
unemployment was at an al-time high. The effect was to
devaue and in some cases even destroy the surpluses of
capital and to reduce the surpluses of labour power to a
miserable state. Sinceit isthe lack of profitable opportun-
ities that lies at the heart of the difficulty, the key
economic (as opposed to socid and political) problem
lies with capital. If devaluation is to be avoided, then
profitable ways must be found to absorb the capital sur-
pluses. Geographical expansion and spatia reorganiza-
tion provide one such option. But this option cannot be
divorced from tempora shifts in which surplus capital
gets displaced into long-term projects that take many
years to return their value to circulation through the pro-
ductive activity they support. Since geographical expan-
sion often entails investment in long-lived physica and
socid infrastructures (in transport and communications
networks and education and research for example), the
production and reconfiguration of space relations
provides one potent way to stave dff, if not resolve, the
tendency towards crisis formation under capitalism. The
US government tried to respond to the overaccumulation
problem in the 1930s, for example, by setting up future-
oriented public works projects in hitherto undeveloped
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locations with the direct intention of mopping up the
surpluses of capital and labour then available (it was in
the same spirit, incidentaly, that the Nazis built the
autobahns during these years).

The capitalistic (as opposed to territorial) logic of
imperidlism has, | argue, to be understood against this
background of seeking out 'spatio-temporal fixes to the
capita surplusproblem (and it is, | repeat, the capital sur-
plus rather than the labour surplus that must be the pri-
mary focus of analytic attention). In order to understand
how this happens, | must first describe, albeit in schematic
and very genera terms, how capita circulatesin space and
time to create its own distinctive historical geography. In
so doing, | will try to keep the diaectica relationship
between the politics of state and empire on the one hand
and the molecular movements of capital accumulation in
gpace and time on the other, firmly at the centre of the
argument. | therefore begin with some basic observations
on the importance of the state as a territorialized frame-
work within which the molecular processes of capital
accumulation operate.

State Powers and Capital Accumulation

Capita accumulation through price-fixing market
exchange flourishes best in the midst of certain institu-
tional structures of law, private property, contract, and
security of the money form. A strong state armed with
police powers and a monopoly over the means of violence
can guarantee such an ingtitutional framework and back
it up with definite constitutional arrangements. State
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formation, coupled with the emergence of bourgeois con-
stitutionality, have therefore been crucia features within
the long historical geography of capitalism.

Capitalists do not absolutely require such a framework
to function, but without it they do face greater risks. They
have to protect themselves in environments that may not
recognize or accept their rules and ways of doing business.
Merchants and dealers can survive by setting up their own
codes of honour and of action (much as the street money
traders till do throughout much of the Middle East).
They develop networks of trust among themselves (some-
times relying on family—as did the Rothschilds in the
nineteenth century—and kinship) and substitute their
own violence (as merchant capitalists have often done)
either within or againgt state power to protect their prop-
erty and business activities from the threat of antagonistic
forces or state powers. They may need to go against state
lav where state powers are either hostile (as was the case
in many formerly communist countries) or indifferent to
their activities* This lawlessness can take on perverse
forms with mafias, drug cartels, and the like, even in the
heart of strong pro-capitalist states. In other instances,
capitalists can secure protected enclaves for themselves.
The town charters of medieva Europe created idands of
bourgeois citizens right in the midst of feuda relations.
The East India or the Hudson Bay companies trading
posts, and the enterprise zones for foreign investment now
set up in, sy, China, are other examples. The molecular
processes of capital accumulation can and do create their
own networks and frameworks of operation over space in
innumerable ways, using kinship, diasporas, religious and
ethnic bonding, and linguistic codes as means to produce
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intricate spatial networks of capitalist activity indepen-
dent of the frameworks of state power.

Nevertheless, the preferred condition for capitalist
activity is a bourgeois state in which market institutions
and rules of contract (including those of labour) are
legaly guaranteed, and where frameworks of regulation
are constructed to contain class conflicts and to arbitrate
between the claims of different factions of capital (for
example between merchant, finance, manufacturing,
agrarian, and rentier interests). Policies with respect to
security of the money supply and towards foreign trade
and external affairs must aso be structured to advantage
business activity.

Not dl states act in an appropriate way, of course, and
even when they do they exhibit a variety of institutional
arrangements that can produce quite different results.
Much has therefore depended on how the state has been
congtituted and by whom, and what the state was and is
able or prepared to do in support of or in opposition to
processes of capita accumulation. The state, aswe will see
in Chapter 4, played akey rolein original or primitive accu-
mulation, using its powers not only to force the adoption of
capitalistic institutional arrangements but aso to acquire
and privatize assets as the origina basis for capital accumu-
lation (the appropriation of Church property in the
Reformation or the enclosure of common lands through
state action in Britain being obvious examples). But the
state dso takes on al manner of other influentid roles (tax-
ation being one). Differences in state formation and in state
policies have dways been important. The British state,
being influenced far more by merchant capitaists, played a
quite different role in relation to accumulation to France,
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where landed interests predominated. The two countries
even produced quite different economic theoriesto explain
and judtify their stances. The British became attached to
themercantilism of Munn'sEngland's Treasure by Foreign
Trade, which focused on the accumulation of bullion out of
trade, while the French supported the physiocratic notion
that al wesalth (value) derived from the land and that trade
and industry were therefore secondary and parasitic forms
of wedth creation. State power hostile to private accumu-
lation of wedth—as has long been the case until very
recently in China—can hold a country back. Socid demo-
cratic states typically seek to curb excessve exploitation of
[abour power and place themsalves behind the class inter-
ests of labour without abolishing capital. On the other
hand, the state can be an active agent of capital accumula-
tion. The developmenta states of East and South-East
Asga (like Singapore, Tawan, and South Korea) have
themselves affected the dynamics of capital accumulation
directly through their actions (often by holding down
the aspirations of |abour). But then thiskind of state inter-
ventionism has long existed. Bismarck's Germany and
Meiji restoration Japan rose to prominence as territories of
capital accumulation in part because of the strong support-
iveif not forcing role of state power. Andthedirigistetradi-
tion in France (as exemplified in the Gaullist policies of the
1960s) gave a definite quality to accumulation that differ-
entiated it from, say, Britain (as everyone recognizes as they
travel the raill systems). And, of course, when it comes
to struggles over hegemony, colonidism, and imperia
politics, as wel as over more mundane aspects of foreign
relations, the state has long been and continues to be the
fundamental agent in the dynamics of globa capitalism.
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States are not the only relevant territorial actors.
Collections of states (regional power blocs that may either
be informally networked asin East and South-East Asiaor
more formaly constituted as in the European Union) can-
not be ignored, any more than can sub-national entities,
such as regional governments (states in the USA) and
metropolitan regions (Barcelona plus Catalonia, or the
San Francisco Bay area). Politica power, territorialized
governance, and administration are constituted on a vari-
ety of geographical scales and constitute a hierarchicaly
ordered set of politically charged environments within
which the molecular processes of capitad accumulation
occur.

But to depict the evolution of capitalism as an expres-
sion merely of state powers within an inter-state system
characterized by competitive struggles for position and
hegemony—as tends to happen in much of world systems
theory—is far too limiting. It is just as erroneous as
depicting the historical-geographical evolution of capital-
ism as if it were totally unaffected by territorial logics of
power. But Arrighi raises an important question: how
does the relative fixity and distinctive logic of territorial
power fit with the fluid dynamics of capital accumulation
in space and time? To answer that we need first to spec-
ify how the molecular processes of capital accumulation
actualy work in space and time. In so doing | shdl for
convenience presume the prior existence of an appropri-
ate and stable set of institutional arrangements guaranteed
and facilitated by state power.
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The Production of a Space Economy

In a number of earlier publications | set out a detailed
theory of how a space economy emerges out of processes
of capital accumulation.®1 here take up the saient points
of this argument only in summary form.

Exchanges of goods and services (including labour
power) dmost dways entall changes of location. They
define, at the very outset, an intersecting set of spatia
movements that create a distinctive geography of human
interaction. These spatial movements are constrained by
the friction of distance and therefore the trace they leave
upon the land invariably records the effects of such fric-
tion, more often than not causing activities to cluster
together in gpace in ways that minimize such frictions.
Territorial and spatia divisions of labour (the distinction
between town and country being one of its most obvious
ealy forms) arise out of these interacting exchange
processes over space. Capitdist activity thereby produces
uneven geographica development, even in the absence of
the geographical differentiation in resource endowments
and physica possihilities that add their weight to the logic
of regional and spatia differentiations and specidizations.
Driven by competition, individual capitalists seek compet-
itive advantages within this spatial structure and therefore
tend to be drawn or impelled to move to those locations
where cogts are lower or profit rates higher. Surplus capital
in one place can find employment somewhere ese where
profitable opportunities have not yet been exhausted.
Locational advantages play arole for individua capitalists
smilar to those derived from technological advantages, and
in certain situations the one may substitute for the other.
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In some respects this line of argument parallels that of
classcd location theory (as laid out in the works of von
Thiinen, Alfred Weber, and Losch and later synthesized
in the work of Isard).” The main difference lies in the
fact that those works typically sought to identify a spatial
equilibrium in the geographical landscape of capitaistic
activity, whereas in this case the processes of capital accu-
mulation are seen as perpetualy expansionary and there-
fore permanently disruptive of any tendency towards
equilibrium. Classicad location theory, furthermore,
assumed an economic rationality that has little to do with
actual capitalistic behaviours. For example, it defined
what it caled 'the spatial range of agood' in terms of the
radial distance from a point of production where the mar-
ket price (measured as production plus transport cost)
placed it beyond what consumers would be willing or able
to pay for it. But goods do not take themselves to market,
merchants do. The historica role of merchant capitalists
has entailed the constant probing and rolling back of spa-
tial barriers (often wel beyond that which would be con-
sidered 'rational’) and the opening up of new modalities of
movement and spaces for trade. Faced, for example, with
confined local markets and high transport costs, medieva
merchants became itinerant pedlars who sold their wares
on the move over vast areas. In exactly the same way that
competitive behaviour forces strong impulses of disrup-
tive technological dynamism into capitalist economies (as
individual capitalists seek competitive advantage by
adopting a superior technology) soit dso generates a state
of perpetual motion and chronic instability in the spatia
distribution of capitalistic activities as capitalists search
for superior (i.e. lower-cost) locations. The geographical
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landscape of capitalist production, exchange, distribution,
and consumption is never in equilibrium.

The competition within aspatial system s, however, as
the neoclassca theorists of spatia order (Chamberlain,
Hotelling, and Losch) correctly recognized, a species of
monopolistic competition.? This strange hybrid form of
competition arises in the first instance because of the
exclusons that derive from uniqueness of location.
Spatial location dways confers a certain monopolistic
advantage. Private property inland entails at its very basis
a certain monopolistic power: no one can place their
factory where my factory is dready located. And if very
gpecid advantages attach to my location, then those
advantages belong to me aone. This dlows free play
within a space economy to the capitalistic preference for
monopoly control as opposed to open competition.
Though the abstract theory of capitalism (including its
neo-liberal variant) appedals dl the time to the ideas of
competition, capitalists covet monopoly powers because
they confer security, calculability, and a generally more
peaceful existence. Furthermore, the end product of
competition is monopoly or oligopoly and the fiercer the
competition the faster the system converges upon such
states. witness the incredible rise in oligopoly and mono-
poly situations in many sectors of the economy (from air-
lines and energy to the media and entertainment) during
the last thirty years of neo-liberal hegemony in economic
policy in the core capitalist states. Capitalists can and do
use gpatial strategies to create and protect monopoly
powers wherever and whenever they can. Control over
key strategic locations or resource complexesis animpor-
tant weapon. In some instances monopoly power becomes
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strong enough to inhibit the dynamism in capitalism's
geography, introducing strong tendencies towards geo-
graphical inertia and stagnation. The tendency towards
gpatial dynamism given by the competitive search for
profitsis countered by the bundling together of monopoly
powers in space. It is from exactly such centres that impe-
ridist practices and cdls for an imperia presence in the
world typically emanate. Lenin and Hilferding were
therefore right to emphasize the important inner connec-
tion between monopolization and imperialism.

The asymmetries in exchange identified in Chapter 2 as
crucia to understanding the economic logic of imperial-
ism arise out of monopolistic competition. The resultant
inequalities take on a specific spatid and geographical
expression, usually as concentrations of privileges and
powers in certain places rather than in others. In the past,
high transport costs and other barriers to movement (such
as tariffs, tolls, and quotas) meant the existence of many
loca monopolies. | ate loca food and drank loca beer
because the high friction of distance gave me no other
choice. Protections of this sort break down, however, as
transport costs diminish and as political barriers to trade
are removed through arrangements such as the WTO. |
eat vegetables from Californiain Paris and drink imported
beers from dl over the world in Pittsburgh. Even Detroit
automakers, who in the 1960s were considered an exem-
plar of the sort of oligopoly condition characteristic of
what Baran and Sweezy defined as 'monopoly capital-
ism',® found themselves seriously challenged by foreign,
particularly Japanese, imports. Capitalists have therefore
had to find other ways to construct and preserve their
much-coveted monopoly powers. The two mgor moves
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they have made is towards massve centraization of
capital, which seeks dominance through financial power,
economies of scale, and market position, and avid protec-
tion of technologica advantages (aways, as | have aready
pointed out, a substitute for locationa advantages)
through patent rights, licensing laws, and intellectual
property rights. It is no accident that the latter has been
the focus of intense negotiation withinthe WTO, produc-
ing the so-called TRIPS (trade-related intellectual prop-
erty rights) agreement.

All of thispointsup how important isthe ability to move
commodities, productive capacity, people, and money over
gpace. The conditions prevailing within the transport and
communicationsindustries are key here. Throughout cap-
italist history, technological innovations within this field
have dramatically atered the conditions of spatiality (the
friction of distance) and generated all manner of instabil-
ities within the space economy of capitalism. The reasons
behind the tendency towards what Marx called 'the anni-
hilation of space through time' have been laid out at length
elsawhere and | see no point in repeating them here.'® But
what can be derived theoretically, and which jibes with
capitalism's historical-geographical record, is an incessant
drive towards the reduction if not elimination of spatia
barriers, coupled with equally incessant impulses towards
acceleration in the turnover of capital. The reduction in
the cost and time of movement has proven a compelling
necessity of a capitalist mode of production. The trend
towards 'globdization’ is inherent in this, and the evolu-
tion of the geographica landscape of capitalist activity is
driven remorselessy by round after round of time-space
compression.
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One of the further consequences of this process is a
perpetua impulse towards the transformation of the
geographica scae at which capitalist activity gets defined.
Just as the coming of the railways and the telegraph in the
nineteenth century completely reorganized the scde and
diversty of regiona specidizations, and of urbanization
and 'regionally' more generdly, so the more recent round
of innovations (everything from jet transport and con-
tainerization to the internet) has changed the scale at which
economic activity is articulated. Without these impulses,
the changing scae of hegemonic power, which was noted in
Chapter 2, would be both materialy impossible and theo-
reticaly incomprehensible. Political re-territorializations
such as the European Union (dreamed of during the
Enlightenment and actively proposed by Utopian thinkers
such as Saint-Simon in the early nineteenth century)
become not only more practicable but more and more of
an economic necessity. This is not to say, of course, that
politica shifts are amply a function of these materia
transformations in space relations;, matters are far more
complicated than that. But changing space relations do
function as necessary conditions shaping the political
reorgani zations we see around us. Here, as we shdl shortly
see, is one cruciad point where the territorial and capitalist
logics of power intersect.

The particular conditions in the transport and commu-
nications industry illustrate a more genera problem.
Fluid movement over space can be achieved only by fixing
certain physica infrastructures in space. Rallways, roads,
airports, port facilities, cable networks, fibre-optic sys-
tems, electricity grids, water and sewage systems,
pipelines, etc., constitute 'fixed capital embedded in the
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land' (as opposed to those forms of fixed capital, such as
arcraft and machinery, that can be moved around). Such
physical infrastructures absorb a lot of capital, the recov-
ery of which depends upon their use in situ. Capital
invested in a port facility to which no ships come will be
lost. While fixed capital invested in the land facilitates
gpatial mobility for other forms of capital and labour, it
demands that spatid interactions follow the fixed
geographical patterning of its investments in order for its
own vaue to be realized. The effect is for fixed capital
embedded in the land—and this includes factories,
offices, housing, hospitals, and schools as well as the
capital embedded in transport and communications infra-
structures—to act as a significant drag upon geographical
transformations and the relocation of capitalist activity.
Once again, we discover forces making for geographical
inertia as opposed to dynamism. The capital locked into
the physicd infrastructures of New York City, London, or
Tokyo-Yokohama is substantial and, as the brief inter-
ruption that occurred in New York around 9/11 showed
so clearly, any interruption of the flows of capital into and
through such locations can have a catastrophic economic
effect. Furthermore, the distinctive patterning of these
investments opens up more ways in which the monopolis-
tic privileges that attach to location can be captured by
individual capitalists. The developer who just happens to
control the land where a mgor highway intersection is
projected can make a speculative killing on the value of the
land, as wdll as on the investments (such as office blocks
and hotels) placed upon it.

It should be evident from the narrative so far that the
geographica landscape of capitaist activity is riddled
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with contradictions and tensions and that it is perpetually
unstable in the face of al manner of technical and eco-
nomic pressures operating upon it. The tensions between
competition and monopoly, between concentration and
dispersal, between centraization and decentralization,
between fixity and motion, between dynamism and iner-
tia, between different scaes of activity, dl arise out of the
molecular processes of endless capital accumulation in
gpace and time. And these tensions are caught up in the
genera expansionary logic of a capitalist system in which
the endless accumulation of capital and the never-ending
search for profits dominates. The aggregate effect is, as |
have often had cause to formulate it in the past, that capit-
alism perpetually seeks to create a geographical landscape
to facilitate its activities at one point in time only to have
to destroy it and build a wholly different landscape at a
later point in time to accommodate its perpetual thirst for
endless capital accumulation. Thus is the history of cre-
ative destruction written into the landscape of the actual
historical geography of capital accumulation.

Political/Territorial versus Capitalist Logics
of Power

The molecular processes of capital accumulation operat-
ing in space and time generate passive revolutions in the
geographical patterning of capital accumulation. But the
tensions and contradictions | have identified can aso pro-
duce geographical configurations that achieve stability, at
least for a time. | shdl refer to these reatively stable
configurations as 'regions, by which | mean regional
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economies that achieve a certain degree of structured
coherence to production, distribution, exchange, and con-
sumption, at least for a time. The molecular processes
converge, as it were, on the production of 'regionality’.
Thisisnot, of course, aunique finding. It is very familiar
territory to many historical and economic geographers, as
well as to economic historians like Sydney Pollard, who
emphasize regiona development and the development of
regions as a fundamenta feature in British economic
development. There is a long tradition in economic
theory, from Alfred Marshal (with his emphasis
upon industrial—now called 'Marshallian'—production
districts) through Perroux (with his emphasis upon
growth poles) to Paul Krugman (with his interest in 'sdif-
organizing' regional economies), that sees the production
of regional organization as both an inevitable consequence
and a basic condition for understanding the dynamics of
capitd accumulation.”® Political scientists such as
Mittelman have recently emphasized the importance of
regional organization at both the supra- and sub-national
levels in understanding the complex cross-currents at
work within the global economy.

The boundaries of regions of this sort are dways fuzzy
and porous, yet the interlocking flows within the territory
produce enough structured coherence to mark the geo-
graphical area off as somehow distinctive relative to al
other areas within a national economy or beyond.
Structured coherence usualy extends well beyond pure
economic exchanges, fundamenta though these may be,
for it typicaly encompasses attitudes, cultural vaues,
beliefs, and even religious and political affiliations among
both capitalists and those whom they employ. The neces-
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Sty to produce and maintain collective goods requires that
some system of governance be brought into existence and
preferably formaized into systems of administration
within the region. Dominant classes and hegemonic class
aliances can form within the region and lend a specific
character to political as well asto economic activity. They
have to be concerned about public goods, and may there-
fore find themselves forced to engage in public provision.
The formation of physical and socid infrastructures both
to support economic activity but aso to secure and pro-
mulgate cultural and educationa vaues and many other
aspects of civic life typicaly reinforces the coherence of
what begins to emerge as a regiona entity within the
globa economy. Patterns of trade and competition, and
gpecidization and concentration on key industries or
technological mixes or on particular labour relations and
skills, interlink regional economies loosely into some pat-
terned whole of uneven geographical development. What
exactly happens with respect to internal dynamics and
external relations depends on the class structure that
arises and the forms of class dliance that form in and
around the issues of governance.®

The fundamental point to recognize, however, isthat a
certain informal, porous but nevertheless identifiable ter-
ritorial logic of power—'regionally'—necessarily and
unavoidably arises out of the molecular processes of
capital accumulation in space and time, and that inter-
regional competition and speciaization in and among
these regiona economies consequently becomes a funda-
mental feature of how capitalism works. This then poses
the key question: how does this evolving regionally
arrived at through the molecular processes of capital
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accumulation operating in space and time correlate with
the territorial logic of power as expressed through the
politics of state and empire?

The answer in thefirst instance is that they have noth-
ing necessarily to do directly with one another. Pollard, for
example, estimates that the regional economies that
played such akey rolein Britain's industrial revolution in
the closing years of the eighteenth century were no more
than twenty miles across, effectively small islands in a
much grander British polity whose boundaries had been
fixed upon at least two hundred years before.™ But these
small idands created impulses that were eventualy to
engulf the whole nation. As time went on and transport
and communications systems changed, so these small
islands grew and merged into much larger regions taking
over, for example, Birmingham and the whole of the
Midlands, Manchester and the whole of southern
Lancashire and the West Yorkshire conurbation. So
influential did these regions become that their politics and
interests came to play a very influentia, if not determin-
ing, rolein how the nation as awhole was governed. They
even spawned their own particular philosophies, with the
'Manchester school' of free traders, led by Cobden and
Bright, daring to dress up their specid interests as those
of the nation as a whole. Birmingham, as personified in
the figure of 'Radical Joe' Chamberlain, took arather dif-
ferent view, as we shall see. It is nevertheless far to say
that the politics of state for Britain as a whole were cap-
tured by regiona interests which were not necessarily
those of the rest of the country (even poor Scotland rarely
got alook in). The axis that runs from London through
Birmingham and the Midlands and up to the conurba-
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tions of Lancashire and Yorkshire dominated British
politics for the best part of a century and still exerts
enormous pull and power. This same sort of tale could be
told across Europe, and of course region and sectionin the
United States have been of very great importance histor-
icdly, as power has shifted from the north-east and mid-
west to the south, south-west, and the Pecific Rim.*> The
Pearl River delta and lower Yangtze (Shanghal) encapsu-
late dynamic power centres within China that economic-
aly (though not necessarily politically) dominate the rest
of the country. The container that isthe territorial stateis,
in short, often captured by some dominant regiona inter-
est or codition of interests within it, until, that is, some
other region arisesto counter or supersede it. These shifts
of influence from one region to another, from one scae to
another, are precisely what the passive revolutions deriv-
ing from the molecular processes of endless capital accu-
mulation typically accomplish. But the general principle
is clear: regionality crystallizes according to its own logic
out of the molecular processes of capital accumulation in
gpace and time. In due course the regions thus formed
come to play a crucia role in how the body politic of the
state as a whole, defined solely according to some territo-
rial logic, positions itsdf.

But the state is not innocent, nor is it necessarily pas-
gve, in relation to these processes. Once it recognizes the
importance of fostering and capturing regiona dynamics
as asource of its own power it can seek to influence those
dynamics by its policies and actions. It may in the first
instance do so accidentaly. In the nineteenth century, for
example, states built roads and communications systems
primarily for purposes of administration, military control,
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and protection of theterritory as awhole. But, once built,
these infrastructures provided paths that more eesly
facilitated the flow of goods, labour, and capital. In many
instances the investments were jointly conceived. It is till
amatter of debate as to whether Haussmann built the new
boulevards of Paris after 1853 primarily for purposes of
military control over arestive population or as ameans to
facilitate the easer circulation of capita within the
confines of a city straitjacketed in a medieva network of
streets and alleys.’® And, interestingly, while the inter-
state highway system of the United States was almost cer-
tainly built primarily for economic reasons, its legitimacy
was pressed on the public in the name of national security
and defence.

But the state can use its powers to orchestrate regiond
differentiation and dynamics not only through its com-
mand over infrastructura investments (particularly in
transport and communications, education, and research)
but aso through its own imposition of planning laws and
administrative apparatuses. Its powers to accomplish
reforms of the basic institutions necessary for capita
accumulation can dso have profound effects (both posi-
tive and negative). When, for example, locd banking was
supplanted by national banks in Britain and France in the
nineteenth century, the free flow of money capital across
the national space atered regional dynamics. More
recently, the abolition in the United States of restrictive
local banking laws, followed by a wave of takeovers and
mergers of regiona banks, has changed the whole invest-
ment climate in the country away from loca and into a
more open and fluid construction of regiona configura-
tions. And in certain instances, Singapore being the most
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exemplary case, a political state can actualy set out to
build an effective and dynamic regional economy within
itself by systematically capturing the molecular processes
of capital accumulation in space and time within its bor-
ders. Asisnow well known, an attractive business climate
islikely to be amagnet for capital flow, and so states go out
of their way to augment their own powers by setting up
havens for capital investment. In so doing they are using,
as dways, the monopoly powersinherent in spaceto try to
offer monopoly privileges to whoever can take advantage
of them.

This leaves us with the final problem of what happens
when the molecular processes of region construction
overflow the borders of the political state or for some rea-
son require an outlet beyond those borders. There are, of
course, some fascinating cases of regional economies that
straddle national boundaries—El Paso and Ciudad Juarez
or Detroit and Windsor are interesting examples. And the
formation of supra-state administrative structures such as
the European Union, or even just a common market such
as NAFTA (North American Free Trade Agreement) or
MERCOSUR (the common market of the Southern cone
countries of Latin America), may be seen as solutions to
this problem. But the really big issue is what happens to
surplus capitals generated within sub-national regiona
economies when they cannot find profitable employment
anywhere within the state. Thisis, of course, the heart of
the problem that generates pressures for imperialist prac-
tices in the inter-state system.

The evident corollary of dl this is that geopolitical
conflicts would almost certainly arise out of the molecular
processes of capital accumulation no matter what the state

107



Capital Bondage

powers thought they were about, that these molecular
movements (particularly of finance capital) can easly
undermine state powers, and that the political state, in
advanced capitalism, hasto spend agood ded of effort and
consideration on how to manage the molecular flowsto its
own advantage both internally and externally. And on the
external front it will typicaly pay great attention to those
asymmetriesthat always arise out of spatial exchangesand
attempt to play the cards of monopoly control as strongly
asit can. It will, in short, necessarily engage in geopolit-
ical struggle and resort, when it can, to imperialist prac-
tices. We will see more concretely how this works in what
follows.

The Circuits of Capital

The preceding anaysis of spatio-temporal dynamics,
though it pays due attention to genera contradictions and
instabilities, ignores the pervasive tendency of capitaism
to produce crises of overaccumulation. We now need to
examine more closaly how the genera processes of pro-
duction of space become caught up in processes of crisis
formation and resolution. Sinceit will be useful to refer to
empirical examples in what follows, | propose to accept
the empirical evidence offered by Brenner, which sees a
chronic and enduring problem of overaccumulation per-
vading the whole of capitalism since the 1970s.*” Thiswill
set the stage for interpreting the volatility of international
capitalism since that time as a series of temporary spatio-
temporal fixesthat faled even in the medium run to deal
with problems of overaccumulation.
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The basic idea of the spatio-temporal fix is smple
enough. Overaccumulation within a given territorial sys-
tem means a condition of surpluses of labour (rising
unemployment) and surpluses of capital (registered as a
glut of commodities on the market that cannot be dis-
posed of without aloss, asidle productive capacity and/or
as surpluses of money capital lacking outlets for produc-
tive and profitable investment). Such surpluses can be
potentially absorbed by (a) tempora displacement
through investment in long-term capital projects or socid
expenditures (such as education and research) that defer
the re-entry of capitd vaues into circulation into the
future, (b) spatia displacements through opening up new
markets, new production capacities, and new resource,
socid, and labour possibilities elsewhere, or (¢) some com-
bination of (a) and (b).

The most interesting case is the combination of (a) and
(b), but I first take up the solely temporal version whichis
illustrated in Figure 1. Flows of capital are drawn off from
the realm of immediate production and consumption (the
primary circuit) and redirected into either a secondary
circuit of fixed capita and consumption fund formation
or into a tertiary circuit of social expenditures and
research and development. The secondary and tertiary
circuits absorb excess capital into investments of long
duration. Within the secondary circuit of capital, flows
divide into fixed capital for production (plant and equip-
ment, power-generating capecity, rail links, ports, etc.)
and the creation of a consumption fund (housing, for
example). Joint uses are often possible (the highway can
be used for both production and consumption activities).
A portion of the capital flowing into the secondary circuit
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is embedded in the land and forms a bank of physica
assets in place—a built environment for production and
consumption (everything from industrial parks, ports and
airports, transport and communications nets to sewage
and water systems, housing, hospitals, schools). These
investments typically form a physical core to what a
regionisall about. They play, in short, afundamenta role
in the production of regiondity. Plainly, they constitute
far more than a minor sector of the economy. They can
and do absorb massive amounts of capital and labour, par-
ticularly, as we shall see, under conditions of geographical
expansion. Flows into the tertiary circuit of capital—
defined as long-term investments in socid infrastruc-
tures—similarly divide into investment in, say, research
and development or skill training that feed directly back
into production and those oriented to improving the socia
condition of the population (through, for example, educa-
tion and health care). In advanced capitalist countries this
last category (e.g. the health-care budget) often absorbs
huge amounts of capital. A portion of thisinvestment may
aso be considered to bein effect geographically immobile.
An education system, for example, is hard to move around
once it is organized administratively and financialy
within a given space.

Surpluses generated in the present can be and are
absorbed into the secondary and tertiary circuits of capital.
Theseinvestments can be productiveinthelongrunif they
contributeto thefuture productivity of capital. Thisoccurs
if amore educated |abour force, investment in research and
development, or a more efficient transport and commun-
ications system eases the path to further capital accumula-
tion. If this is the case, then overaccumulated capita
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eventually flowsback into the primary circuit of capital, but
it may take many years to do so and by then another round
of investment in physical and socid infrastructures may
be cdled for. Investments of this sort offer relief, at least for
a time, for the overaccumulation problem. But over-
investment in the secondary and tertiary circuits of capita
can dso occur, in which case there will be surpluses of
housing, office space, and factory and port facilities, as well
as excess capacity in, sy, the educationa system. In this
case assets will end up devdued within the secondary or
tertiary circuits themselves.

Overaccumulation within the secondary and tertiary cir-
cuits often acts as a trigger for more generad crises. The
importance of this is dl too often neglected in generd
accounts of the dynamics of capital accumulation (Brenner,
for one, ignores it). For example, the starting point of the
crissof 1973-5 was aworld-wide collgpse of property mar-
kets followed shortly thereafter by the virtual bankruptcy of
New York City; the beginning of the decade-long stagna
tion in Japan in 1990 was a collapse of the speculative
bubblein land, property, and other asset prices, putting the
whole banking system in jeopardy (interestingly, the
Japanese government sought to compensate periodicaly by
massve state expenditures on public works); the beginning
of the Asan collgpse in 1997 was the bursting of the prop-
erty bubbles in Thalland and Indonesia; and the most
important prop to the US and British economies after the
onset of genera recesson in dl other sectors from mid-
2001 onwards was the continued speculative vigour in the
property and housing markets and construction. In a
curious backwash effect, we find that some 20 per cent of
GDP growth in the United States in 2002 was attributable

12



Capital Bondage

to consumers refinancing their mortgage debt on the
inflated vaues of their housing and using the extra money
they gained for immediate consumption (in effect, mopping
up overaccumulating capital in the primary circuit). British
consumers borrowed $19 hillion in the third quarter of 2002
aone againg the value of their mortgages to finance their
consumption. What happens if and when this property
bubble burstsisamatter for seriousconcern.'®* Wehave dso
to consider the possble impact of the vast programme of
public works that the Chinese government is currently
contemplating as one possble way in which globa over-
accumulation will find at least a partial outlet in the near
future (in much the same way that the interstate highway
system and dl its ancillary work of suburbanization and the
development of the south and west in the United States
helped absorb surplus capitasin the 1950s and 1960s).

But al of this depends upon the crucial mediating role
of financia and/or state institutions in switching flows of
capital between the three circuits of capital. Surplus
capital in shirts and shoes cannot be converted directly
into an airport or research institute. State and financial
institutions have the key power to generate and offer
credit. They in effect create a quantity of what may be
caled 'fictitious capital’ (paper assets or promissory notes
that have no material backing but which can be used as
money).® Suppose they create fictitious capital roughly
equivalent to the excess capital locked into the production
of shirts and shoes and switch it into future-oriented
projects in, s, highway construction or education,
thereby reinvigorating the economy (including, perhaps,
augmenting the demand for shirts and shoes by teachers
and construction workers). If the expenditures on built
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environments or socia improvements prove productive
(i.e. facilitative of more efficient forms of capital accumu-
lation later on) then the fictitious values are redeemed
(either directly by retirement of debt or indirectly in the
form of, say, higher tax returnsto pay off state debt). The
theory of productive state expenditures that pay for them-
selves out of growth and higher tax yields has frequently
been put into practice, as in the case of the remaking of
Paris during the Second Empire.® But the theory does
not dways work, and over-investment in built environ-
ments or in socia expenditures can result in devaluations
of these assets or difficulties in paying off state debts.
During the 1960sin the United States, for example, it was
believed that massive investment in education would
pay off in the long run and create a new bass for further
accumulation. This broadly faled to happen, and the
fiscal crigs of the US state (including that of New York
City) that matured during the 1970s was partly due to
over-investment in the production of physical and socia
infrastructures of thiskind (the cost of the war in Vietnam
being the other part of the problem).

Even in the face of fiscd failure, such investments may
prove of inestimable worth in the end because many of
them stay in existence as physical use values. Surplus
capita largely from the United States (Baltimore in par-
ticular) went into the construction of alot of the London
underground system at the beginning of the twentieth
century, which promptly went bankrupt but which left
the tunnels in place for subsequent generations to use.
The classic tale in this regard is the property company
Olympia & York, which made its fortune buying up
bankrupt properties at fire-sale prices and then turning
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them into going propositions. Olympia & York came
unstuck when it launched its own project at Canary
Wharf and was foreclosed upon by the banks given the
failure of the project to realize an adequate rate of return.
The banks wrote down the value of the property and sold
it to investors, who seem to have done very well out of
the project ever since (Olympia & York, realizing this
possibility, became part of a consortium to buy back the
property at the lower price!). As Marx presciently
observed, the first wave of investors frequently goes
bankrupt in such endeavours, leaving the profitable busi-
ness to accrue to those who buy up the devaued assets at
rock-bottom prices. The devaluation of assets, particu-
larly in the secondary circuit of capital, can, therefore,
play an important role in establishing a fresh basis for
capital accumulation.

The Spatio-Temporal Fix

The term 'fix' has a double meaning in my argument. A
certain portion of the total capital is literaly fixed in and
on the land in some physica form for a relatively long
period of time (depending on its economic and physica
lifetime). Some socia expenditures (such as public educa-
tion or a heath-care system) aso become territorialized
and rendered geographically immobile through state
commitments. The spatio-temporal 'fix', on the other
hand, is a metaphor for a particular kind of solution to
capitalist crises through temporal deferral and geograph-
icd expansion. So how and when do these material and
metaphorical meanings collide?
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The production of space, the organization of wholly
new territorial divisions of labour, the opening up of new
and cheaper resource complexes, of new regions as
dynamic spaces of capital accumulation, and the penetra-
tion of pre-existing socid formations by capitalist social
relations and institutional arrangements (such as rules of
contract and private property arrangements) provide
important ways to absorb capital and labour surpluses.
Such geographical expansions, reorganizations, and
reconstructions often threaten, however, the vaues
aready fixed in place (embedded in the land) but not yet
realized. This contradiction is inescapable, and open to
endless repetition because new regions also require fixed
capital in physical infrastructures and built environments
if they are to function effectively. The vast quantities of
capita fixed in place act as a drag upon the capacity to
realize a spatial fix elsewhere. The value of the assets that
constitute New York City were and are not trivial and the
threat of their devaluation in 1975 (and now again in 2003)
was (and is) properly viewed as amgor threat not only to
the city but to the whole future of capitaism. If capital
does move out, then it leaves behind atrail of devastation
and devaluation; the deindustrializations experienced in
the heartlands of capitaism (such as Pittsburgh,
Sheffidd, the Ruhr), as wdl asin many other parts of the
world (such as Bombay), in the 1970s and 1980s are cases
in point. If capital does not or cannot move, on the other
hand, then overaccumulated capital stands to be devaued
directly through the onset of a deflationary recession or
depression.

Contradictions arise, however, within the dynamics
of spatio-temporal transformations. If the surpluses of
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capital and of labour power exist within a given territory
(such as anation-state or aregion) and cannot be absorbed
internally (either by geographical adjustments or socia
expenditures) then they must be sent elsewhere to find a
fresh terrain for their profitable realization if they are not
to be devalued. This can happen in a number of ways.
Markets for commodity surpluses can be found elsewhere.
But the gpaces to which the surpluses are sent must
possess means of payment such as gold or currency (e.g.
dollar) reserves or tradeable commodities. Surpluses of
commaodities are sent out and money or commodities flow
back. The problem of overaccumulation is aleviated only
in the short term (it merely switches the surplus from
commodity to money or into different commodity forms,
though if the latter turn out, as is often the case, to be
cheaper raw materias or other inputs they can open up
new opportunities for profit-making). If the territory does
not possess reserves or commodities to trade back, it must
either find them (as Britain forced India to do by opening
up the opium trade with Chinain the nineteenth century
and thus extracting Chinese dslver via Indian-grown
opium) or be given credit or aid. In thelatter case aforeign
territory is lent or donated the money with which to buy
the surplus commodities generated at home. The British
did this with Argentina in the nineteenth century, and
Japanese trade surpluses during the 1990s were largely
absorbed by lending to the United States to support the
consumerism that purchased Japanese goods (though
the USin this case dso had the advantage that it printsthe
dollar as a means of payment and therefore has rights to
seigniorage; if it chooses to, it can so regulate the inter-
nationa value of the dollar as to pay the Japanese back in
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devalued currency). One of the tactics of the US arms
industry is to get the government, for reasons of 'secur-
ity', to lend to a foreign government (most recently
Poland) to purchase US-made military equipment.
Market and credit transactions of this sort can dleviate
problems of overaccumulation within a particular territ-
ory, at least in the short term. They function well under
conditions of uneven geographical development in which
surpluses available in one territory are matched by lack of
supply elsewhere.

But resort to the credit system simultaneously makes
territories vulnerable to flows of speculative and fictitious
capitals that can both stimulate and undermine capitalist
development and even, as in recent years, be used to
impose savage devaluations upon them. Territorial
indebtedness became more and more of a globa problem
after 1980 or so, and many of the poorer countries (and
even some magor powers, like Russa in 1998 and
Argentina after 2001) found it impossible to pay their
debts, threatening default. To ded with this difficulty a
permanent organization of nineteen creditor countries,
known as the Paris Club, was created to establish rulesfor
debt rescheduling for countries unable to pay off their
creditors. Since 2000 some thirty-seven countries have
been forced to take this route, and pressure has been
growing on the Paris Club to forgive debt entirely for
some of the poorest countries. What Cheryl Payer cdls
'the debt trap’ has to be seen, however, as a process of
'hooking in' even the poorest countries to the system of
capital circulation so that they can be available as 'sinks
for surplus capitals for which they are judged liable. Itis
the recelving country which has to compensate for any

118



Capital Bondage

devaluation of capital and the creditor country that ispro-
tected from devaluation. The resources of the receiving
countries can then eadsly be plundered under the dracon-
ian rules of debt repayment.

The export of capital, particularly when accompanied
by the export of labour power, works rather differently and
typically has longer-term effects. In this case, surpluses of
capital and labour are sent elsawhere to set capital accu-
mulationin motion in the new regiona space. Surpluses of
British capital and labour generated in the nineteenth
century found their way to the United States, to the settler
colonies such as South Africa, Australia, and Canada, cre-
ating new and dynamic centres of accumulation in these
territories which generated a demand for goods from
Britain. US foreign aid in recent times has amost dways
been tied to the purchase of US goods and services,
thereby functioning as a de facto support for the US econ-
omy. Sinceit may take many yearsfor capitalism to mature
in these new territories (if it ever does) to the point where
they, too, begin to produce overaccumulations of capital,
the originating country can hope to benefit from this
processfor anot inconsiderable period of time. Thisispar-
ticularly the case when the goods demanded el sewhere are
to be embedded as fixed capitd in the land. Portfolio
investments can support the construction of railroads,
highways, ports, dams, and other infrastructures required
as abasisfor robust capital accumulation in the future. But
the rate of return on these long-term investments in the
built environment eventualy depends upon the evolution
of astrong dynamic of accumulation in the receiving coun-
try (unless, as often happens, the rate of return on the lent
capita is guaranteed by the receiving state). Britain lent to
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Argentinain thisway during thelast part of the nineteenth
century. The United States, via the Marshal Plan for
Europe (Germany in particular) and Japan, clearly saw
that its own economic security (leaving aside the military
aspect of the Cold War) rested on the active reviva of cap-
italist activity in these spaces.

Contradictions arise, asthislast casedl too amply illus-
trates, because new dynamic spaces of capital accumula
tion will ultimately generate surpluses and will seek ways
to absorb them through geographica expansions. Japan
and Germany became serious competitors against US
capital from the late 1960s onwards, much asthe US over-
whelmed British capita (and helped pull down the British
empire) as the twentieth century dragged on. It is dways
interesting to note the point at which strong internal
development spills over into a search for a spatial fix. In
Japan it did so during the 1960s, first through trade, then
through the export of capita as direct investment, first to
the European Union and the United States, more recently
by massive investments (both direct and portfolio) in East
and South-East Asa in general and China in particular,
and finally through lending abroad (particularly to fund
the US current account deficit). South Korea suddenly
switched outwards in the 1980s, followed by Taiwan in the
late 1980s, both countries exporting not only financial
capital but some of the most vicious labour management
practices imaginable as subcontractors to multinational
capita throughout the world (in Central America and
Africa, as wdl as throughout the rest of East and
South-East Asia). Even recently successful adherents to
capitalist development have, therefore, quickly found
themselves in need of a spatio-tempora fix for their
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overaccumulating capital. The recent rapidity with which
certain territories, such as South Korea, Singapore, and
Taiwan, moved from being net receiving to net exporting
territories has been quite startling relative to the dower
rhythms characteristic of former periods. But by the same
token these successful territories have to adjust faster to
the blowbacks from their own spatio-temporal fixes.
China, absorbing surpluses in the form of foreign direct
investments from Japan, Korea, and Taiwan, is rapidly
supplanting those countries in many lines of production
and export.

The generdlized over-capacity that Brenner identifies
particularly from 1980 onwards can in this way be disag-
gregated into a hegemonic economic hub (the triad of the
United States, Japan, and Europe) and a cascading and
proliferating series of spatio-tempora fixes primarily
throughout East and South-East Asa but with additional
elements within Latin America (Brazil, Mexico, and Chile
in particular), supplemented since the end of the Cold War
with a series of rapid thrusts into eastern Europe. While
these cascading spatio-temporal fixes may be recorded in
terms of relationships between territories, they are in fact
material and socid relations between regiondities built up
through the molecular processes of capital accumulation in
goace and time. The formd territorial difficulties between
Tawan and mainland China appear totally anachronistic
when observed against the growing integration of the
industria regions of Taipel and Shanghal.

There are two possble genera outcomes to this
process. Under the first, new spatio-temporal fixes open
up again and again and surplus capitals are absorbed on an
episodic bass. What | cdl 'switching crises have the
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effect of redirecting capital flows from one space to
another. The capitalist system remains relatively stable as
a whole, even though the parts experience periodic
difficulties (such as deindustrialization here or partial
devauations there). The overdl effect of such inter-
regiona volatility is to temporarily reduce the aggregate
dangers of overaccumulation and devaluation even
though localized distress may from time to time be severe.
In one sense, the volatility experienced since 1980 or so
seems to have largely been of this type, though it was
clearly manipulated, if not directed, by the Wadl
Street-Treasury-IMF complex to the advantage of
finance capital, Wal Street, and the US economy. At each
step, of course, theissue arises asto which will be the next
gpace into which capita can profitably flow, and why.

In the current conjuncture an obvious candidate to
absorb surplus capita is China, and it is useful to look at
this briefly since it not only illustrates the potentialities of
a contemporary spatio-temporal fix to the overaccumula-
tion problem but it dso has relevance to the question of
shifting hegemony within the globa system. China has,
of course, become a mgor recipient of direct foreign
investment. Net foreign direct investment rose from $5
billion in 1991 to around $50 hillion in 2002. But the
China market is dso growing very rapidly; with urban
incomesrising at arate of 11 per cent and rural incomes at
arate of 6 per cent ayear in recent times. The interna
market is growing, asisthe market for foreign goods. Not
afew multinationals, such as General Motors, made most
of their profit out of China sdes in 2001-2. The huge
potentiality of the internal market in Chinais not, there-
fore, to be ignored and some of the foreign direct invest-
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ment in, say, microelectronics is as much oriented to sell-
ing internally asit isto exporting to the rest of the world.
But even more dramatic are the prospects for long-term
infrastructural investment. Since 1998, the Chinese have
sought to absorb their vast labour surpluses (and to curb
the threat of socid unrest) by debt-financed investment in
huge mega-projects that dwarf the dready huge Three
Gorges dam. They are proposing a far more ambitious
project (costing at least $60 hillion) to divert water from
the Yangtze to the Ydlow River. New subway systems and
highways are being built in mgor cities, and 8,500 miles of
new railroads are proposed to integrate the interior to the
economicaly dynamic coasta zone, including a high-
speed link between Shanghai and Beijing and a link into
Tibet. Urban infrastructures are everywhere being
upgraded. The Olympic Games is prompting heavy
investment in Beijing. This effort is far larger in toto than
that which the United States undertook during the 1950s
and 1960s, and has the potentia to absorb surpluses of
capital for several years to come. It is, however, deficit-
financed, and that entails high risks since if the invest-
ments do not return their value to the accumulation
process in due course, then afiscal criss of the state will
quickly engulf China with serious consequences for eco-
nomic development and social stability.”? Nevertheless,
this proposes to be a remarkable version of a spatio-
temporal fix that has globa implications not only for
absorbing overaccumulated capital, but also for shifting
the balance of economic and political power to China as
the regional hegemon and perhaps placing the Asan
region, under Chinese leadership, in a much more com-
petitive position vis-a-vis the United States. All the more
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reason, therefore, for the United Statesto get ahandle on
the oil supplies that China increasingly needs from the
Caspian Basin and from the Middle East.

A second possible outcome, however, is increasingly
fierce international competition as multiple dynamic cen-
tresof capital accumulation compete on theworld stagein
the face of strong currents of overaccumulation. Since
they cannot al succeed in the long run, either the weakest
succumb and fdl into serious crises of localized devaua-
tion or geopolitical struggles arise between regions. The
latter can get converted via the territorial logic of power
into confrontations between states in the form of trade
wars and currency wars, with the ever-present danger of
military confrontations (of the sort that gave us two world
wars between capitalist powers in the twentieth century)
lurking in the background. In this case, the spatio-
temporal fix takes on a much more sinister form as it
transmutesinto the export of localized and regional deval-
uations and destruction of capital (of the sort that
occurred on a massive scae in East and South-East Asa
and in Russia in 1997-8). How and when this occurs
depends, however, just as much upon the explicit forms of
political action on the part of state powers as it does upon
the molecular processes of capital accumulation in space
and time. The didectic between the territorial logic and
the capitdistic logicis now fully engaged. There are, how-
ever, some further points to make about this process in
order to better understand how it actualy works.
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Inner Contradictions

In The Philosophy of Right Hegel notes how the inner
contradictions of bourgeois society, registered as an over-
accumulation of wedlth at one pole and the creation of a
rabble of paupers at the other, drive it to seek solutions
through external trade and colonial/imperial practices.?®
In so doing he rejects the idea that there might be ways to
solve the problem of socid inequality and instability
through internal mechanisms of redistribution. Lenin
guotes Cecil Rhodes as saying that coloniaism and
imperialism abroad was the only possible way to avoid
civil war a home.?* Class relations and the state of class
struggle within a territorially bounded socia formation
clearly affect the impetus for a spatio-temporal fix.

The evidence from the end of the nineteenth century is
here of interest. Consider, for example, a figure like
Joseph Chamberlain (‘'Radical Joe' as he was known).
Closdly dlied with the liberal manufacturing interests
of Birmingham, Chamberlan was initially resolutely
opposed to imperiaism (in the Afghan Wars of the 1850s,
for example) and devoted much of his time to educational
reform and other projects aligned to improving the socia
and physicd infrastructures for production and con-
sumption in hishome city of Birmingham. This provided,
he thought, a productive outlet for surpluses that would
be repaid in the long run. An important figurewithin the
liberal conservative movement, he saw the rising tide of
class strugglein Britain at first hand, and in 1885 made a
celebrated speech in which he called for the propertied
classes to take cognizance of their responsibilities and
obligationsto society (i.e. to better the conditions of life of

125



Capital Bondage

the least well off and invest in socid and physical infra
structures in the national interest) rather than soldly to
promote their individual rights as property owners. The
uproar that followed on the part of the propertied classes
forced him to recant, and from that moment on he became
the most ardent advocate for imperiaism (ultimately as
Colonial Secretary, leading Britain into the disaster of the
Boer War in South Africa). This sort of career trgjectory
was quite common for the period. Jules Ferry in France,
an ardent supporter of internal reform (particularly
education) in the 1860s, took to colonial advocacy after
the Commune of 1871 (leading France into the mire of
South-East Asa that culminated in defeat a Dien
Bien-Phu in 1954), and even Theodore Roosevdt in the
United States turned, after the famous declaration of
Frederic Jackson Turner that the American frontier was
now closed (even though it was far from closed to new
investment possibilities in the south and west), to sup-
porting imperial practices rather than internal reforms.®®

In dl of these cases, the turn to alibera form of im-
perialism (and one that had attached to it an ideology of
progress and of a civilizing mission) resulted not from
absolute economic imperatives but from the political
unwillingness of the bourgeoisie to give up on any of its
privileges and thereby absorb overaccumulation inter-
nally through socid reform at home, even in the face of
growing claims from working-class movements. Hobson,
for one, identified this as the key problem and sought a
socid democratic policy that would counter it.?® It is,
therefore, of critical importance to consider the internal
role of class relations and of class struggle, and the
particular pattern of class dliances that is constructed
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within the state (including a class alliance of workers and
capitalists around imperial endeavours), in assessing the
impetus for imperialist endeavours and the drive out-
wardsto find spatio-temporal fixes. It wasinternal politics
of this sort that forced many European powersto look out-
wards to solve their problems from 1884 to 1945, and this
gave a specific coloration to the forms that European
imperialism took during these years. It is surprising to
note, for example, how many libera and even radica
figures became proud imperialists and how much of the
working-class movement collaborated with the imperial
project. This required; however, that bourgeois interests
should thoroughly command state policy and military
power. | therefore think Arendt is correct, as | argued in
Chapter 2, to interpret the imperialism that emerged at
the end of the nineteenth century as 'the first stage in
political rule of the bourgeoisie rather than the last stage
of capitalism' as Lenin depicted it.*” This is, however, a
matter to which we will return in the Chapter 5.

The Powers of Mediating Institutions

The criticad mediating role of financia and institutional
arrangements and powers (particularly those of the state)
in processes of capita accumulation is important to
acknowledge. This requires, however, careful scrutiny of
the different forms that such mediating institutions might
assume and the consequent effects upon the molecular
processes of capital accumulation in space and time. In his
study of how the crisis of 1997-8 unfolded in East and
South-East Asia, for example, Henderson shows that the
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difference between Taiwan and Singapore (which escaped
relatively unscathed except for currency devaluation) and
Thailand and Indonesia (which suffered amost total eco-
nomic and political collapse), turned on differences in
state and financial policies.”® The former countries were
insulated from speculative flows by strong states and
protected financial markets, whereas the latter, which had
liberalized their capital markets, were not. Differences of
this sort plainly matter a great deal. In this case, they
effectively determined who got hit by savage devaluation
and who did not.

On this point, | cannot do much more here than
acknowledge the political importance of this issue.
Clearly, the whole pattern of turbulence in the relations
between state, supra-state, and financial powers on the
one hand and the more general dynamics of capital accu-
mulation (through production and selective devaluations)
on the other has proven one of the most signal, and most
complex, elements in the narrative of uneven geograph-
ica development and imperialist politics to be told of the
period since 1973.1 think Gowan is correct to seetherad-
ical restructuring of international capitalism after that
date as a series of desperate gambles on the part of the
United States to maintain its hegemonic position in world
economic affairs against Europe, Japan, and later East and
South-East Asa more generaly This began during the
crisis of 1973 with Nixon's double strategy of high ail
pricing and financial deregulation. The US banks were
then given the exclusiveright to recyclethe vast quantities
of petrodollars being accumulated in the Gulf region.?
This recentred globa financial activity in the US and
incidentally helped, when coupled with the internal
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reforms of the financial system within the United States,
to rescue New York from its own local economic crisis.
This resulted in the emergence of a powerful Wal
Street/US Treasury financial regime with controlling
powersover globa financial institutions(suchastheMF)
and an ability to make or break many wesker foreign
economies through credit manipulations and debt man-
agement practices. This monetary and financial regime
was used, Gowan goes on to argue, by successve US
administrations 'as a formidable instrument of economic
statecraft to drive forward both the globalization process
and the associated neo-liberal domestic transformations.
The regime thrived on crises. 'The IMF covers the risks
and ensures that the US banks don't lose (countries pay
up through structural adjustments etc.) and flight of
capital from alocalized crises elsewhere ends up boosting
the strength of Wall Street. . .".*° The effect was to pro-
ject USfinancial power outwards (in aliance with others
wherever possible), to force open markets, particularly for
capital and financia flows (now a US-imposed require-
ment for state membership in the IMF system), and
impose other neo-liberal practices (culminating in the
WTO) upon much of the rest of the world.

There are two mgor points to be made about this sys-
tem. First, free trade in commodities is often depicted as
opening up the world to free and open competition. But
we have aready seen that it necessarily gives rise, when
grounded in space, to monopolistic competition, generat-
ing asymmetries in exchange even under the best of con-
ditions. The whole argument fails, as Lenin long ago
pointed out, in the face of concentrated monopoly or oli-
gopoly power (either in production or consumption). The
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US, for example, has repeatedly used the weapon of denial
of access to its huge market to force other nations to com-
ply with its wishes. This is a gargantuan version of the
asymmetry in exchange that aways attaches to space rela-
tions. The most recent (and crass) example of this line of
argument comes from the US trade representative Robert
Zodlick to the effect that, if Lula, the newly eected
Workers' Party president of Brazil, does not go along with
US plans for free markets in the Americas, he would find
himsalf having 'to export to Antarctica.** Taiwan and
Singapore were forced (as Koreawas earlier as part of the
IMF bailout at the behest of the US Treasury), against
their better judgement, to open their financial markets to
speculative capital, even though they had earlier been pro-
tected from devaluation by keeping their markets closed.
They wereforced to sign onto the WTO in theface of US
threats to deny them access to its market. The US now
plans to attach a condition of open market access on the
US modd to the 'Millennium Challenge Grants' of for-
eign ad it offers to poor countries. In return for aid, these
countries must adopt institutional arrangements compat-
ible with those of the US and thereby lay themselves open
to whatever the superior powers of monopolized capital
wish or need to do. On the production side, oligopolies
largely based in the core capitalists regions effectively
control the production of seeds, fertilizers, electronics,
computer software, pharmaceutical products, petroleum
products, and much more. Under these conditions, the
creation of new market openings does not open up com-
petition but merely creates opportunities for monopoly
powersto proliferate, with all manner of social, ecologica,
economic, and political consequences. This is as true for
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the export of multinational capitals to produce shoes and
shirts throughout South-East Asa and Latin America as
it is for the marketing of Coca-Cola. Even something as
seemingly benevolent as the Green Revolution has, most
commentators agree, paralleled the increased agricultura
outputs with considerable concentrations of wealth in the
agrarian sector and higher levels of dependency upon
monopolized inputs throughout East and South-East
Ada The penetration of the Chinamarket by US tobacco
companies is set fair to compensate their losses in the US
market at the sametime asit will surely generate a public
health crisis in Chinafor decades to come. In al of these
respects, the clams generally made for neo-liberalism to
be about open rather than monopolistic competition, to be
about far as wel as free trade, turn out to be fraudulent,
masked as usua by the fetishism of the market.

There is aso, as even advocates of free trade readily
acknowledge, a huge difference between freedom of trade
in commodities and freedom of movement for finance
capital. Thisimmediately poses the problem of what kind
of market freedom is being talked about. Some, like
Bhagwati, fiercely defend free trade in commodities but
resist theideathat this necessarily holds good for financia
flows.* Thedifficulty hereisthis. On the one hand credit
flows arevital to productive investments and reall ocations
of capita from one line of production or location to
another. They aso play an important rolein bringing con-
sumption needs (for housing, for example) into a poten-
tially balanced relationship with productive activitiesin a
spatialy disaggregated world marked by surplusesin one
gpace and deficits in another. In al of these respects the
financial system (with or without state involvement) is
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critical to coordinate the dynamics of capital accumula-
tion. But finance capital aso embraces alot of unproduc-
tive activity in which money is simply used to make more
money through speculation on commodity futures,
currency values, debts, and the like. When huge quanti-
ties of capital become available for such purposes, then
open capita markets become vehicles for speculative
activity, some of which, as we saw during the 1990s with
both the dot.com and the stock market 'bubbles’, become
sf-fulfilling prophecies, just as the hedge funds, armed
with trillions of dollars of leveraged money, could force
Indonesia and even Korea into bankruptcy no matter
what the strength of their underlying economies. Much of
what happens on Wl Street has nothing to do with facil-
itating investment in productive activities. It is purely
speculative (hence the descriptions of it as'casino’ or even
'vulture' capitalism). But this activity has deep impacts
upon the overal dynamics of capital accumulation, and
most particularly on the recentring of political-economic
power primarily in the United States but aso within the
financial markets of other core countries (Tokyo, London,
Frankfurt).

The State Steps Back In

It is at this point that the territorialized politics of state
and empire re-enter to clam aleading role in the contin-
uing drama of endless capital accumulation and over accu-
mulation. Itisthe state that isthe politica entity, the body
politic, that is best able to orchestrate institutional
arrangements and manipulate the molecular forces of
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capital accumulation to preserve that pattern of asym-
metries in exchange that are most advantageous to the
dominant capitalist interests working within its frame. If,
for example, we find that the WTO proclaims free trade
but actualy delivers unfair trade in which the richer
countries maintain their collective advantage over the
poorer, then we should not be surprised. Thisistypical of
imperial practices. Britain insisted upon free (and unfair)
trade and laissez-faire during the nineteenth century
when it was to its advantage so to do, but abandoned such
aposture as soon as the benefits began to accrueto others.
The United States subsequently took up the banner of
first the 'open door' but then free trade to the point where
the current rhetoric of the Bush administration equates
freedom with free trade without a hint of any possible
incompatibility between freedoms of self-determination
on the one hand and the imposed discipline of free
markets and unfair trade on the other. Imperialism, inthis
domain, amounts to foisting institutional arrangements
and conditions upon others, usualy in the name of uni-
versa well-being. This is the central thrust of the Bush
administration's current policies, as | noted in Chapter 1.
'We seek,' says President Bush as he goes to war, 'a just
peace where repression, resentment and poverty are
replaced with the hope of democracy, development, free
markets and free trade.' These last two have 'proved their
ability to lift whole societies out of poverty'. The United
States will deliver this gift of freedom (of the market) to
the world whether it likes it or not.

How dl this actualy occurs depends critically on the
nature of governance and the dominant form of the class
aliances, particularly within the core countries which
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initially produce and then control the disbursement of
surplus capitals. These countries have a disproportionate
influence upon the financial architecture through which
spatio-temporal fixesare predominantly pursued, and are
thereforein aposition to calibrate the inevitable asymmet-
ries that exist in spatial exchange to their own advantage.
The emergence of a 'Wall Street-Treasury' complex
within the United States, able to control institutions such
asthe IMF and to project vast financial power across the
world through a network of other financial and govern-
mental institutions, has exercised massive influence over
the dynamics of globa capitalism in recent years. But this
power centre can only operate in the way it does because
therest of the world is networked and successfully hooked
into (and effectively 'hooked on' usually by way of credit
arrangements) a structured framework of interlocking
financia and governmental (including supra-national)
institutions.

The genera picture which then emerges, is of a net-
worked spatio-temporal world of financial flowsof surplus
capital with conglomerations of political and economic
power at key noda points (New York, London, Tokyo)
seeking either to disburse and absorb the surpluses down
productive paths, more often than not in long-term pro-
jects across a variety of spaces (from Bangladesh to Brazil
or China), or to use speculative power to rid the system of
overaccumulation by the visitation of crises of devauation
upon vulnerable territories. It is, of course, the popula-
tions of those vulnerable territories who then must pay
the inevitable price, in terms of loss of assets, loss of jobs,
and loss of economic security, to say nothing of the loss of
dignity and hope. And by the same logic that has it that
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the most vulnerable territories get hit first, so it is typic-
aly the most vulnerable populations within those territor-
iesthat bear the brunt of any burden. It wasthe rural poor
of Mexico, Thailand, and Brazil who suffered most from
the depredations that flowed from the financial crises of
the 1980s and 1990s Capitalism survives, therefore, not
only through a series of spatio-temporal fixes that absorb
the capital surpluses in productive and constructive ways,
but adso through the devaluation and destruction admin-
istered as corrective medicine to what is generdly
depicted asthefiscal profligacy of those who borrow. The
very ideathat those who irresponsibly lend might aso be
held responsible is, of course, dismissed out of hand
by ruling elites. That would require calling the wedthy
property-owning classes everywhere to account and
insisting that they look to their responsibilities rather than
to their inalienable rights to private property and a satis-
factory rate of profit. But, asJoseph Chamberlain found,
it is far easer politicaly to pillage and debase far-away
populations (particularly those who are racialy, ethnic-
dly, or culturaly different), than to confront overwhelm-
ing capitalist class power at home. The snister and
destructive side of spatial-temporal fixesto the overaccu-
mulation problem becomes just as crucia an element
within the historical geography of capitalism as does its
cregtive counterpart in building a new landscape to
accommodate both the endless accumulation of capital
and the endless accumulation of political power.

If the officid rhetoric is to be believed, the complex of
ingtitutional arrangements that now mediate flows of
capital around the world should be geared to sustain and
support expanded reproduction (growth), to ward off any
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trend towards crises, and to serioudy address the problem
of poverty reduction. But, if that project fails, it can seek
to accumulate by other means. Like war in relation to
diplomacy, finance capital intervention backed by state
power frequently amounts to accumulation by other
means. An unholy alliance between state powers and the
predatory aspects of finance capital formsthe cutting edge
of a'vulture capitalism' that is as much about cannibalis-
tic practices and forced devaluations as it is about achiev-
ing harmonious globa development. But how are we to
interpret these 'other means' to accumulation?



4
Accumulation by Dispossession

Rosa Luxemburg argues that capital accumulation has a
dual character:

One concerns the commaodity market and the place where sur-
plus value is produced—the factory, the mine, the agricultural
estate. Regarded in thislight accumulation isapurely economic
process, with its most important phase a transaction between
the capitalist and the wage labourer. . . . Here, inform at any
rate, peace, property and equality prevail, and the keen dialec-
tics of scientific analysis were required to reveal how the right
of ownership changesin the course of accumulation into appro-
priation of other people's property, how commodity exchange
turns into exploitation, and equality becomes class rule. The
other aspect of the accumulation of capital concerns the
relations between capitalism and the non-capitalist modes of
production which start making their appearance on the inter-
national stage. Its predominant methods are colonia policy, an
international loan system—apolicy of spheres of interest—and
war. Force, fraud, oppression, looting are openly displayed
without any attempt at concealment, and it requires an effort to
discover within this tangle of political violence and contests of
power the stern laws of the economic process.*
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These two aspects of accumulation, she argues, are
‘organicaly linked' and 'the historical career of capitalism
can only be appreciated by taking them together'.

Underconsumption or Overaccumulation?

Luxemburg rests her andyss upon a particular under-
standing of the crisis tendencies of capitalism. The prob-
lem, she argues, is underconsumption, a genera lack of
aufficient effective demand to soak up the growth in
output that capitalism generates. This difficulty arises
because workers are exploited and by definition receive
much less value to spend than they produce, and capital-
ists are at least in part obliged to reinvest rather than to
consume. After due consideration of various ways in
which the supposed gap between supply and effective
demand might be bridged, she concludes that trade with
non-capitalist socia formations provides the only system-
atic way to stabilize the system. If those socid formations
or territories are reluctant to trade then they must be com-
pelled to do so by force of arms (as happened with the
opium wars in China). This s, in her view, the heart of
what imperialism is about. One possible corollary of this
argument (though Luxemburg does not stateit directly) is
that, if this system isto last any length of time, the non-
capitalist territories must be kept (forcibly if necessary) in
anon-capitalist state. This could account for the fiercely
repressive qualities of many of the colonia regimes devel-
oped during the latter haf of the nineteenth century.

Few would now accept Luxemburg's theory of under-
consumption as the explanation of crises.? By contrast,
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the theory of overaccumulation identifies the lack
of opportunities for profitable investment as the funda-
mental problem. On occasion, lack of sufficient effective
consumer demand may be part of the problem—hence the
heavy reliance in our own day on something cdled 'con-
sumer confidence' (otherwise known as the inability of
compulsive shoppers to keep their credit cards in their
wallets) as an indicator of strength and stability in the
economy. The gap that Luxemburg thought she saw can
eadly be covered by reinvestment which generatesits own
demand for capita goods and other inputs. And, as we
have seen in the case of the spatio-temporal fixes, the geo-
graphical expansion of capitalism which underliesalot of
imperialist activity is very helpful to the stabilization of
the system precisaly because it opens up demand for both
investment goods and consumer goods esewhere.
Imbalances can arise, of course, between sectors and
regions, and business cycles and localized recessions can
result. But it is dso possible to accumulate in the face of
stagnant effective demand if the costs of inputs (land, raw
materias, intermediate inputs, labour power) decline
ggnificantly. Access to cheaper inputsis, therefore, just as
important as access to widening markets in keeping
profitable opportunities open. The implication is that
non-capitalist territories should be forced open not only
to trade (which could be helpful) but aso to permit capital
to invest in profitable ventures using cheaper labour
power, raw materials, low-cost land, and the like. The
general thrust of any capitalistic logic of power is not that
territories should be held back from capitalist develop-
ment, but that they should be continuously opened up.
From this standpoint colonial repressions of the sort that
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undoubtedly occurred in the late nineteenth century have
to be interpreted as self-defeating, a case of a territorial
logic inhibiting the capitalistic logic. Fear of emulation led
Britain, for example, to prevent India from developing a
vigorous capitalist dynamic and thereby frustrated the
possibilities of spatio-temporal fixesin that region. The
open dynamic of the Atlantic economy did far more for
Britain than did the repressed colonia empire in India,
from which Britain certainly managed to extract sur-
pluses but which never functioned as a mgor field for
deployment of British surplus capital. But, by the same
token, it was the open dynamic of the Atlantic trade that
opened up the possibility of Britain's displacement by the
United States as the global hegemonic power. If Arendt is
right and endless accumulation requires the endless accu-
mulation of political power, then such shifts are impos-
gble to avoid and any attempt to do so will result in
disaster. The formation of closed empires after the First
World War dmost certainly played arolein the inability to
solve the overaccumulation problem of the 1930s and laid
the economic groundwork for the territorial conflicts of
the Second World War. The territorial logic dominated
and frustrated the capitalist logic, thus forcing the latter
into an amost terminal crisis through territorial conflict.

The weight of historical-geographical evidence from
the twentieth century broadly accords with the overaccu-
mulation argument. However, there is much that isinter-
esting about Luxemburg's formulation. To begin with,
the idea that capitalism must perpetually have something
‘outside of itself in order to stabilize itsalf is worthy of
scrutiny, particularly as it echoes Hegel's conception,
which we encountered in Chapter 3, of an inner diaectic
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of capitalism forcing it to seek solutions external to itsdf.
Consider, for example, Marx's argument concerning the
creation of an industrial reserve army.® Capital accumula-
tion, in the absence of strong currents of labour-saving
technological change, requires an increase in the labour
force. This can come about in a number of ways. Increase
of population is important (and most analysts conve-
niently forget Marx's own strictures on this point).
Capital can also raid 'latent reserves from a peasantry or,
by extension, mobilize cheap labour from colonies and
other external settings. Failing this, capitalism can utilize
its powers of technological change and investment to
induce unemployment (lay-offs) thus creating an indus-
trial reserve army of unemployed workers directly. This
unemployment tends to exert a downward pressure on
wage rates and thereby opens up new opportunities for
profitable deployment of capital. Now in al of these
instances capitalism does indeed require something 'out-
sde of itself' in order to accumulate, but in the last case it
actudly throws workers out of the system at one point in
time in order to have them to hand for purposes of accu-
mulation at a later point in time. Put in the language of
contemporary postmodern political theory, we might say
that capitalism necessarily and dways creates its own
‘other'. The idea that some sort of ‘outside’ is necessary
for the stabilization of capitalism therefore has relevance.
But capitalism can either make use of some pre-existing
outside (non-capitalist socid formations or some sector
within capitalism—such as education—that has not yet
been proletarianized) or it can actively manufacture it. |
propose to take this 'inside-outside’ diaectic serioudy in
what follows. | shal examine how the 'organic relation’
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between expanded reproduction on the one hand and the
often violent processes of dispossession on the other have
shaped the historical geography of capitalism. This helps
us better understand what the capitalistic form of imperi-
alism is about.

Arendt, interestingly, advances an argument along sim-
ilar lines. The depressions of the 1860s and 1870s in
Britain, she argues, initiated the push into a new form of
imperialism:

Imperidist expangon had been touched off by acuriouskind of
economic criss, the overproduction of capitd and the emer-
gence of 'superfluous money, the result of oversaving, which
could no longer find productive invesment within the nationd
borders. For the fird time, investment of power did not pave
theway for investment of money, but export of power falowed
mekly in the train of exported money, snce uncontrolled
investments in distant countries threatened to trandform large
drata of society into gamblers, to change the whole capitaist
economy from asystem of production into asystem of financid
Speculaion, and to replace the profits of production with
profits in commissons. The decade immediately before the
imperidist era, the seventies of the last century, witnessed an
unparaleled increase in swindles, financid scandds and gam-
bling in the sock market.

This scenario sounds al too familiar given the experience
of the 1980s and 1990s. But Arendt's description of the
bourgeois response is even more arresting. They realized,
she argues, 'for the first time that the origina sin of sim-
ple robbery, which centuries ago had made possible "the
origina accumulation of capital” (Marx) and had started
al further accumulation, had eventually to be repeated
lest the motor of accumulation suddenly die down'.*
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The processes that Marx, following Adam Smith,
referred to as 'primitive’ or 'original' accumulation con-
stitute, in Arendt's view, an important and continuing
force in the historical geography of capital accumulation
through imperialism. Asin the case of labour supply, cap-
italism aways requires a fund of assets outside of itself if
it isto confront and circumvent pressures of overaccumu-
lation. If those assets, such as empty land or new raw
material sources, do not lie to hand, then capitalism must
somehow produce them. Marx, however, does not con-
sider this possibility except in the case of the creation of
an industrial reserve army through technologicaly
induced unemployment. It is interesting to consider why.

Marx's Reticence

Marx's genera theory of capital accumulation is con-
structed under certain crucia initial assumptions that
broadly match those of classical political economy. These
assumptions are: fredy functioning competitive markets
with institutional arrangements of private property,
juridical individualism, freedom of contract, and appro-
priate structures of lav and governance guaranteed by a
facilitative' state which adso secures the integrity of
money as a store of vaue and as a medium of circulation.
The role of the capitalist as a commodity producer and
exchanger is dready well established, and labour power
has become a commodity that trades generally at its
appropriate value. 'Primitive’ or 'original’ accumulation
has aready occurred and accumulation now proceeds as
expanded reproduction (albeit through the exploitation of
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living labour in production) under conditions of 'peace,
property and equality'. These assumptions alow usto see
what will happen if the liberal project of the classca
political economists or, in our times, the neo-libera pro-
ject of the economists, is realized. The brilliance of
Marx's dialectica method, as Luxemburg for one clearly
recognizes, is to show that market liberalization—the
credo of the liberals and the neo-liberals—will not pro-
duce aharmonious state in which everyoneis better off. It
will instead produce ever greater levels of socid inequal-
ity (asindeed has been the global trend over the last thirty
years of neo-liberalism, particularly within those coun-
tries such as Britain and the United States that have most
closely hewed to such a political line). It will dso, Marx
predicts, produce serious and growing instabilities culmi-
nating in chronic crises of overaccumulation (of the sort
we are now witnessing).

The disadvantage of these assumptions is that they
relegate accumulation based upon predation, fraud, and
violence to an 'original stage' that is considered no longer
relevant or, as with Luxemburg, as being somehow
‘outside of capitalism as a closed system. A generd re-
evauation of the continuous role and persistence of the
predatory practices of 'primitive’ or 'original’ accumula-
tion within the long historical geography of capital accu-
mulation is, therefore, very much in order, as severd
commentators have recently observed.”> Since it seems
peculiar to call an ongoing process 'primitive’ or 'original’
| shall, in what follows, substitute these terms by the con-
cept of'accumulation by dispossession'.
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Accumulation by Dispossession

A closer look at Marx's description of primitive accumu-
lation reveals a wide range of processes.® These include
the commodification and privatization of land and the
forceful expulsion of peasant populations; the conversion
of various forms of property rights (common, collective,
state, etc.) into exclusive private property rights; the sup-
pression of rights to the commons; the commodification
of labour power and the suppresson of alternative
(indigenous) forms of production and consumption; colo-
nial, neo-colonial, and imperial processes of appropriation
of assets (including natural resources); the monetization
of exchange and taxation, particularly of land; the dave
tragdefand usury, the national debt, and ultimately the
credit system as radical means of primitive accumulation.
The state, with its monopoly of violence and definitions of
legdity, plays a crucial role in both backing and promot-
ing these processes and, as | argued in Chapter 3, thereis
considerable evidence that the transition to capitalist
development was and continues to be vitaly contingent
upon the stance of the state. The developmental role of
the state goes back along way, keeping the territorial and
capitalistic logics of power aways intertwined though not
necessarily concordant.

All the features of primitive accumulation that Marx
mentions have remained powerfully present within capit-
alism's historical geography up until now. Displacement of
peasant populations and the formation of alandless prole-
tariat has accelerated in countries such as Mexico and
India in the last three decades, many formerly common
property resources, such as water, have been privatized
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(often a World Bank insistence) and brought within the
capitaist logic of accumulation, alternative (indigenous
and even, in the case of the United States, petty commod-
ity) forms of production and consumption have been sup-
pressed. Nationalized industries have been privatized.
Family farming has been taken over by agribusiness. And
davery has not disappeared (particularly in the sex trade).

Critical engagement over the years with Marx's
account of primitive accumulation—which in any case
had the quality of a sketch rather than a systematic
exploration—suggests some lacunae that need to be
remedied. The process of proletarianization, for example,
entails a mix of coercions and of appropriations of pre-
capitalist skills, socid relations, knowledges, habits of
mind, and bdiefs on the part of those being proletarian-
ized. Kinship structures, familia and household arrange-
ments, gender and authority relations (including those
exercised through religion and its institutions) all have
thelir part to play. In someinstancesthe pre-existing struc-
tures have to be violently repressed as inconsistent with
[abour under capitalism, but multiple accounts now exist
to suggest that they are just as likely to be co-opted in an
attempt to forge some consensual as opposed to coercive
basis for working-class formation. Primitive accumula-
tion, in short, entails appropriation and co-optation of
pre-existing cultural and socid achievements as well as
confrontation and supersession. The conditions of strug-
gle and of working-class formation vary widely and there
is, therefore, as Thompson among others has insisted, a
sensein which aworking class 'makesitsel f though never,
of course, under conditions of its own choosing.’
The result is often to leave a trace of pre-capitalist socia
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relations in working-class formation and to create distinc-
tive geographical, historical, and anthropological differ-
entiations in how a working class is denned. No matter
how universal the process of proletarianization, the result
is not the creation of a homogeneous proletariat.®

Some of the mechanisms of primitive accumulation
that Marx emphasized have been fine-tuned to play an
even stronger role now than in the past. The credit system
and finance capita became, as Lenin, Hilferding, and
Luxemburg dl remarked at the beginning of the twenti-
eth century, mgor levers of predation, fraud, and thievery.
The strong wave of financialization that set in after 1973
has been every bit as spectacular for its speculative and
predatory style. Stock promotions, ponzi schemes, struc-
tured asset destruction through inflation, asset-stripping
through mergers and acquisitions, and the promotion of
levels of debt incumbency that reduce whole populations,
even in the advanced capitalist countries, to debt peonage,
to sy nothing of corporate fraud and dispossession of
assets (the raiding of pension funds and their decimation
by stock and corporate collapses) by credit and stock
manipulations—all of these are central features of what
contemporary capitalism is about. The collapse of Enron
dispossessed many of their livelihoods and their pension
rights. But above dl we have to look at the speculative
raiding carried out by hedge funds and other mgjor insti-
tutions of finance capital asthe cutting edge of accumula-
tion by dispossession in recent times.

Wholly new mechanisms of accumulation by disposses-
sion have aso opened up. The emphasis upon intellectual
property rights in the WTO negotiations (the so-called
TRIPS agreement) points to ways in which the patenting
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and licensng of genetic material, seed plasma, and dl
manner of other products can now be used against whole
populations whose practices had played a crucial role in
the development of those materials. Biopiracy is rampant
and the pillaging of the world's stockpile of genetic
resources is well under way to the benefit of a few large
pharmaceutical companies. The escaating depletion
of the global environmental commons (land, air, water)
and proliferating habitat degradations that preclude
anything but capital-intensve modes of agricultural
production have likewise resulted from the wholesde
commodification of nature in al its forms. The corn-
modification of cultural forms, histories, and intellectual
creativity entalls wholesde dispossessions (the music
industry is notorious for the appropriation and exploita-
tion of grassroots culture and creativity). The corporati-
zation and privatization of hitherto public assets (such as
universities), to say nothing of the wave of privatization
(of water and public utilities of dl kinds) that has swept
the world, indicate a new wave of 'enclosing the com-
mons'’. Asin the past, the power of the state is frequently
used to force such processes through even against popular
will. The rolling back of regulatory frameworks designed
to protect labour and the environment from degradation
has entailed the loss of rights. The reversion of common
property rights won through years of hard class struggle
(the right to a state pension, to welfare, to national health
care) to the private domain has been one of the most egre-
gious of al policies of dispossession pursued in the name
of neo-liberal orthodoxy.

Capitalism internalizes cannibalistic as well as preda-
tory and fraudulent practices. But it is, as Luxemburg
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cogently observed, 'often hard to determine, within the
tangle of violence and contests of power, the stern laws of
the economic process. Accumulation by dispossession
can occur in a variety of ways and there is much that is
both contingent and haphazard about its modus operandi.
So how, then, does accumulation by dispossession help
solve the overaccumulation problem? Overaccumulation,
recall, is a condition where surpluses of capital (perhaps
accompanied by surpluses of labour) lie idle with no
profitable outlets in sight. The operative term here, how-
ever, isthe capital surplus. What accumulation by dispos-
session does is to release a set of assets (including labour
power) at very low (and in some instances zero) cost.
Overaccumulated capital can seize hold of such assets and
immediately turn them to profitable use. In the case of
primitive accumulation as Marx described it, this entailed
taking land, say, enclosing it, and expelling aresident pop-
ulation to create a landless proletariat, and then releasing
the land into the privatized mainstream of capital accu-
mulation. Privatization (of socid housing, telecommuni-
cations, transportation, water, etc. in Britain, for example)
has, in recent years, opened up vast fields for overaccu-
mulated capital to seize upon. The collapse of the Soviet
Union and then the opening up of China entailed a mas-
gve release of hitherto unavailable assets into the main-
stream of capital accumulation. What would have
happened to overaccumulated capital these last thirty
years if these new terrains of accumulation had not
opened up? Put another way, if capitalism has been ex-
periencing a chronic difficulty of overaccumulation since
1973, then the neo-libera project of privatization of
everything makes a lot of sense as one way to solve the
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problem. Another way would be to release cheap raw
materials (such as ail) into the system. Input costs would
be reduced and profits thereby enhanced. As the news-
paper baron Rupert Murdoch observed, the solution to
our current economic woesis oil at $20 rather than $30 or
more a barrel. Small wonder that al of Murdoch's news-
papegs have been such avid supporters of war against
Irag.

Thesame god can be achieved, however, by the devalu-
ation of existing capital assets and labour power. Devalued
capital assets can be bought up at fire-sale prices and
profitably recycled back into the circulation of capital by
overaccumulated capital. But thisrequires aprior wave of
devaluation, which means a crisis of some kind. Crises
may be orchestrated, managed, and controlled to rational -
ize the system. This is often what state-administered
austerity programmes, making use of the key levers of
interest rates and the credit system, are often al about.
Limited crises may be imposed by external force upon one
sector or upon aterritory or whole territorial complex of
capitalist activity. Thisiswhat the international financial
system (led by the IMF) backed by superior state power
(such as that of the United States) is so expert at doing.
Theresult isthe periodic creation of a stock of devalued,
and in many instances undervalued, assets in some part of
the world, which can be put to profitable use by the capital
surpluses that lack opportunities elsewhere. Wade and
Veneroso capture the essence of this when they write of
the Adan crisis of 1997-8:

Financid crises have dways causad transfers of ownership and
power to those who kegp their own assetsintact and who arein
apodgtion to create credit, and the Adan crigsis no exception

150



Accumulation by Dispossession

... there is no doubt that Western and Japanese corporations
arethe bigwinners. . . . The combination of massve devaua-
tions, IMF-pushed financid liberdization, and IMF-
fadilitated recovery may even precipitate the biggest peacetime
trandfer of assets from domedtic to foreign owners in the past
fifty years anywhere in the world, dwarfing the transfers from
domedtic to US owners in Latin America in the 1980s or in
Mexico dfter 1994. One recdls the statement attributed to
Andrew Médlon: 'In a depresson assts return to their rightful
owners. ™’

Regiona crises and highly locdized place-based deval-
uations emerge as a primary means by which capitaism
perpetually creates its own 'other’ in order to feed upon it.
Thefinancia crises of East and South-East Asain 1997-8
wereaclassic case of this.*! The analogy with the creation
of an industria reserve army by throwing people out of
work isexact. Vauable assets are thrown out of circulation
and devalued. They lie fdlow and dormant until surplus
capital seizes upon them to breath new life into capital
accumulation. The danger, however, is that such crises
might spin out of control and become generalized, or that
the 'othering’ will provoke arevolt against the system that
creates it. One of the prime functions of state interven-
tions and of international institutions is to orchestrate
devauations in ways that permit accumulation by dispos-
session to occur without sparking a generd collapse. This
is the essence of what a structural adjustment programme
administered by the IMF is dl about. For the main capi-
talist powers, such as the United States, this means
orchestrating these processes to their specific advantage,
while proclaiming their role as that of a noble leader
organizing 'bail-outs (as in Mexico in 1994) to keep
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globa capital accumulation on track. But thereis, as with
any speculative gamble, a danger of losing: the sudden
evident panic of the US Treasury and the IMF in
December 1998 after Russia, with nothing left to lose, had
simply declared bankruptcy and when it seemed that the
South Korean economy (after several months of hard bar-
gaining) was about to crash and possibly spark a globa
chain reaction, illustrates how close to the edge such
forms of calculation can go.™

The mixture of coercion and consent within such bar-
gaining activity varies consderably, but we can now more
clearly see how hegemony gets constructed through
financial mechanismsin such away asto benefit the hege-
mon while leading the subaltern states on the supposedly
golden path of capitalist development. The umbilical cord
that ties together accumulation by dispossesson and
expanded reproduction is that given by finance capital and
theinstitutions of credit, backed, as ever, by state powers.

The Contingency of It All

How, then, can we uncover the iron laws within the con-
tingencies of accumulation by dispossession? We know, of
course, that a certain level of this goes on dl the time and
that it can take many forms, both legal and illegdl.
Consider, for example, a process in US housing markets
known as 'flipping'. A house in poor condition is bought
for next to nothing, given some cosmetic improvements,
then sold on at an exorbitant price, with the aid of amort-
gage package arranged by the sdler, to a low-income
family looking to redlize its dream of home ownership. If

152



Accumulation by Dispossession

the family has difficulty meeting the payments or dealing
with the serious maintenance problems that amost cer-
tainly emerge, then the house is repossessed. Thisis not
exactly illegd (buyers beware!) but the effect is to prey
upon low-income families and bilk them of whatever little
savings they have. Thisis accumulation by dispossession.
There are innumerable activities (legd and illegdl) of this
kind that affect the control of assets by one class rather
than another.

But how, when, and why does accumulation by dispos-
session emerge from this background state to become the
dominant form of accumulation relative to expanded
reproduction? In part this has to do with how and when
crises form in expanded reproduction. But it can adso
reflect attempts by determined entrepreneurs and devel-
opmental states to ‘join the system' and seek the benefits
of capital accumulation directly.

Any socid formation or territory that is brought or
inserts itsdlf into the logic of capitalist development must
undergo wide-ranging structural, institutional, and lega
changes of the sort that Marx describes under the rubric
of primitive accumulation. The collapse of the Soviet
Union posed exactly this problem. The result was a sav-
age episode of primitive accumulation under the heading
of 'shock therapy' as advised by the capitalist powers
and international institutions. The socid distress was
immense, but the distribution of assets that resulted
through privatization and market reforms was both
lop-sided and not very conducive to the sorts of invest-
ment activity that typically emerge with expanded repro-
duction. Even more recently, the turn towards
state-orchestrated capitalism in China has entailed wave
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after wave of primitive accumulation. Hitherto successful
state and township/village enterprises around Shanghai
(which provided component parts to mgor industries in
the metropolitan area) have in recent times either been
forced to close or be privatized, thus shedding socia wel-
fare and pension obligations and creating a huge pool of
unemployed and asset-poor workers. The effect has been
to make the remaining Chinese enterprises far more
fiercely competitive in world markets, but at the expense
of the devaluation and destruction of previously viable
livelihoods. While accounts remain sketchy, the result
seems to have been a great deal of locaized socid distress
and episodes of fierce, sometimes even violent, class
struggle in areas desolated by this process.™
Accumulation by dispossession can here be interpreted
asthe necessary cost of making a successful breakthrough
into capitalist development with the strong backing of
state powers. The motivations can beinternaly driven (as
in the case of China) or externaly imposed (asin the case
of neo-colonia development in export-processing zones
in South-East Asa or the structural reform approach that
the Bush administration now proposes to attach to foreign
aid grantsto poor nations). In most cases, some combina-
tion of internal motivation and external pressure lies
behind such transformations. Mexico, for example, aban-
doned its aready weakening protections of peasant and
indigenous populations in the 1980s, in part under pres-
sure from its neighbour to the north to adopt privatization
and neo-liberal practices in return for financial assistance
and the opening of the US market for trade through the
NAFTA agreement. And even when the motivation
appears predominantly internal, the external conditions
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matter. The setting up of the WTO makes it easer now
for China to bresk into the globa capitalist system than
would have been the case back in the 1930s when autarky
within closed empires prevailed, or even back in the
1960s, when the state-dominated Bretton Woods system
kept capital flows under stricter control. Post-1973 condi-
tions—and this has been the obverse of what US pres-
sures to open markets was supposed to do—have been far
more favourable for any country or regional complex that
wished to insert itself into the globa capitalist system—
hence the rapid rise of territories such as Singapore,
Taiwan, and South Korea, and severd other newly indus-
trializing regions and countries. This openness of oppor-
tunity brought waves of deindustrialization to much of
the advanced capitalist world (and even beyond, as we saw
in Chapter 3) at the same time as it rendered the newly
industrializing countries, as in the crisis of 1997-8, more
vulnerable to movements of speculative capital, spatio-
tempora competition, and further waves of accumulation
by dispossession. Thus was the volatility of international
capitalism constructed and expressed.

The devauations inflicted in the course of crises are
often destructive of social well-being and of socid institu-
tions more generdly. Thistypically arises when the credit
system operates a squeeze, when liquidity dries up and
enterprises are forced into bankruptcy. There is no way
for owners to hang on to assets and they have to relinquish
them at a very low price to capitalists who have the lig-
uidity to take over. But the circumstances vary widdy.
The displacements that occurred in the Dust Bowl of the
1930s and the mass migration of the 'okies' to Cdifornia
(so dramatically described in Steinbeckss Grapes of
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Wrath) was the violent precursor to a long process of
gradua displacement of family farming in the United
States by agribusiness. The prime lever for thistransition
has dways been the credit system, but perhaps the most
interesting aspect of itishow avariety of stateinstitutions
set up ostensibly to help preserve family farming played a
subversiverolein facilitating the transition they were sup-
posed to hold back.

Accumulation by dispossession became increasingly
more salient after 1973, in part as compensation for the
chronic problems of overaccumulation arising within
expanded reproduction. The primary vehicle for this
development was financialization and the orchestration,
largely at the behest of the United States, of an inter-
national financial system that could, from time to time,
visit anything from mild to savage bouts of devauation
and accumulation by dispossession on certain sectors or
even wholeterritories. But the opening up of new territor-
ies to capitaist development and to capitaistic forms of
market behaviour dso played a role, as did the primitive
accumulations accomplished in those countries (such as
South Korea, Taiwan, and now, even more dramatically,
China) that sought to insert themselves into globa capi-
talism as active players. For al of this to occur required
not only financialization and freer trade, but a radicaly
different approach to how state power, dways a mgor
player in accumulation by dispossession, should be
deployed. Therise of neo-liberal theory and its associated
politics of privatization symbolized much of what this
shift was about.
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Privatization: The Cutting Edge of
Accumulation by Dispossession

Neo-liberalism as apolitical economic doctrine goes back
to the late 1930s. Radicadly opposed to communism,
socialism, and all forms of active government intervention
beyond that required to secure private property arrange-
ments, market institutions, and entrepreneurial activity, it
began as an isolated and largely ignored corpus of thought
that was actively shaped during the 1940s by thinkers
such as von Hayek, Ludvig von Mises, Milton Friedman,
and, at least for awhile, Karl Popper. 1t would, presciently
predicted von Hayek, take at least a generation for neo-
libera views to become mainstream. Assembling funds
from sympathetic corporations and founding exclusive
think-tanks, the movement produced a steady but ever-
expanding stream of analyses, writings, polemics, and
political position statements during the 1960s and 1970s
But it was still dismissed as largdly irrelevant and even
scoffed at by the mainstream. It was only after the general
crisis of overaccumulation became so apparent in the
1970s that the movement was taken serioudy as an alter-
native to Keynesian and other more state-centred frame-
works for policy-making. And it was Margaret Thatcher
who, casting around for a better framework for attacking
the economic problems of her time, discovered the move-
ment politically and turned to its think-tanks for inspira-
tion and advice after her electionin 1979. Together with
Reagan, she transformed the whole orientation of state
activity avay from the wefare state and towards active
support for the 'supply-side’ conditions of capital accu-
mulation. The IMF and the World Bank changed their
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policy frameworks almost overnight, and within a few
years neo-liberal doctrine had made a very short and vic-
torious march through the institutions to dominate policy,
first in the Anglo-American world but subsequently
throughout much of the rest of Europe and the world.
Since privatization and liberalization of the market was
the mantra of the neo-liberal movement, the effect was to
make a new round of'enclosure of the commons' into an
objective of state policies. Assets held by the state or in
common were released into the market where overaccu-
mulating capital could invest in them, upgrade them, and
gpeculate in them. New terrains for profitable activity
were opened up, and this helped stave off the overaccu-
mulation problem, at least for a while. Once in motion,
however, this movement created incredible pressures to
find more and more arenas, either at home or abroad,
where privatization might be achieved.

In Thatcher's case, the large stock of socia housing was
one of thefirst set of assets to be privatized. At first blush
this appeared as a gift to the lower classes, who could now
convert from rental to ownership at arelatively low cost,
gain control over a vauable asset, and augment their
wealth. But once the transfer was accomplished housing
speculation took over, particularly in prime central loca-
tions, eventualy bribing, cgoling, or forcing low-income
populations out to the periphery in cities like London,
and turning erstwhile working-class housing estates into
centres of intense gentrification. The loss of affordable
housing produced homelessness and socia anomie in
many urban neighbourhoods. In Britain, the subsequent
privatization of utilities (water, telecommunications,
electricity, energy, transportation), the selling off of any
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publicly owned companies, and the shaping of many other
public institutions (such as universities) according to an
entrepreneurial logic meant a radica transformation in
the dominant pattern of socid relations and a redistribu-
tion of assets that increasingly favoured the upper rather
than the lower classes.

The same pattern of asset redistribution can be found
amost anywhere that privatization occurred. The World
Bank treated post-apartheid South Africa as a showcase
for the greater efficiencies that could be achieved through
privatization and liberaization of the market. It pro-
moted, for example, either the privatization of water or
'total cost recovery' by municipaly owned tilities.
Consumers paid for the water they used, rather than
receiving it as a free good. With higher revenues the
utilities would, the theory went, earn profits and extend
services. But, unableto afford the charges, more and more
people were cut out of the service, and with less revenue
the companies raised rates, making water even less afford-
able to low-income populations. One outcome, as they
were forced to turn to other sources of water supply, was
acholera epidemic in which many peopledied. The stated
objective (running water for dl) could not be redlized
given the means insisted upon. Extensive surveys in
South Africa by McDonald and others thus show that
'cost recovery on municipal services imposes enormous
hardships on low-income families, contributes to massve
numbers of service cut-offs and evictions, and jeopardises
the potential for millions of low-income.families to lead
healthy and productive lives.*

Thissamelogic took Argentinathrough an extraordinary
wave of privatization (water, energy, telecommunications,
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transportation) which resulted in a huge inflow of over-
accumulated capital and a substantial boom in asset values,
followed by a collgpse into massive impoverishment (now
extended to more than half of the population) as capita
withdrew to go elsewhere. Consider, as another example,
the case of Mexican land rights. The 1917 Constitution
from the Mexican revolution protected the lega rights of
indigenous peoples and enshrined those rights in the gido
system, which dlowed land to be collectively held and used.
In 1991 the Sdinas government passed a reform law that
both permitted and encouraged privatization of the gido
lands. Sincethe gjido provided the bassfor collective secur-
ity among indigenous groups, the government was, in
effect, divesting itself of its responsibilities to maintain the
basis for that security. Thiswas, moreover, one item within
a generd package of privatization moves under Sdinas
which dismantled socid security protectionsin genera and
which had predictable and dramatic impacts upon income
and wedlth distribution.'® Resistanceto the gjido reform was
widespread, and the most vociferous of the campesno
groups ended up supporting the Zapatista rebellion that
broke out in Chiagpas on the very day in January 1994 when
the NAFTA accord was due to be put into effect. The sub-
sequent lowering of import barriers ddivered yet another
blow as cheap imports from the efficient but aso highly
subsidized agribusinesses (as much as 20 per cent of cost) in
the United States drove down the price of corn and other
products to the point where smal agricultural producers
could not compete. Close to starvation, many of these pro-
ducers have been forced off the land to augment the pool of
the unemployed in dready overcrowded cities. Similar
effects on rura populations have been experienced world-
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wide. Cheap imports of vegetables from Cdifornia and rice
from Louisiana, achieved under WTO rules, are now dis-
placing rural populationsin Japan and Taiwan for example.
Foreign competition under WTO rulesis devastating rural
lifein India. In effect, reports Roy, ‘India's rural economy,
which supports saven hundred million people, is being
garroted. Farmers who produce too much are in distress,
farmers who produce too little are in distress, and landless
agricultural labourers are out of work as big estates and
farms lay off their workers. They're dl flocking to the cities
in search of employment.”™” In China the estimate is that at
least haf abillion people will have to be absorbed by urban-
ization over the next ten yearsif rural mayhem and revolt is
to be avoided. What they will do in the cities remains
unclear, though, as we have seen, the vast physicd infra-
structural plans now in the works will go some way to
absorbing the socid distress.

Privatization, Roy concludes, isessentialy 'the transfer
of productive public assets from the state to private com-
panies. Productive assetsinclude natural resources. Earth,
forest, water, ar. These are the assets that the state holds
in trust for the people it represents. ... To snatch these
awvay and sdll them as stock to private companies is a
process of barbaric dispossession on a scade that has no
paralel in history."®

That the Zapatista rebellion in Chiapas, Mexico had
much to do with protection of indigenous rights was obvi-
ous. That the trigger for this movement was the conjoin-
ing of initiatives towards privatization of the commons
and the opening up of free trade through NAFTA was
aso obvious. Thisraises, however, the genera question of
the resistance to accumulation by dispossession.
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Struggles over Accumulation by Dispossession

Primitive accumulation as Marx depicts it entailed a
whole series of violent and episodic struggles. The birth
of capital was no peaceable afar. It was written into the
history of the world, as Marx put it, 'in letters of blood
and fire'. Christopher Hill, in The World Turned Upside
Down, provides a detailed account of how these struggles
unfolded in seventeenth-century Britain, as the forces of
private power and landownership clashed repeatedly with
multiple and diverse popular movements pointing awvay
from capitalism and privatization towards radicaly dif-
ferent forms of socid and communa organization.™
Accumulation by dispossession in our own times has sim-
ilarly provoked politicdl and socid struggles and vast
swaths of resistance. Many of these now form the core of
adiverse and seemingly inchoate but widespread anti- or
alternative globalization movement. The ferment of alter-
native ideas within these movements matches the fecun-
dity of ideas generated in other historica phases of
paralel disruptions in ways of life and socia relations
(1640-80 in Britain and 1830-48 in France spring to
mind). The emphasis within these movements on the
theme of 'reclaiming the commons' is indicative, however,
of the deep continuities with struggles of long ago.

These struggles pose, however, serious difficulties of
interpretation and analysis. You cannot make an omelette
without breaking eggs, the old adage goes, and the birth of
capitaism entailed fierce and often violent episodes of
creative destruction. While the class violence was abhor-
rent, the positive side was to obliterate feudal relations,
liberate creative energies, open up society to strong cur-
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rents of technologica and organizational change, and
overcome a world based on superstition and ignorance
and replace it with a world of scientific enlightenment
with the potentiality to liberate people from material want
and need. From this standpoint it could be said that prim-
itive accumulation was a necessary though ugly stage
through which the socid order had to go in order to arrive
a a state where both capitaism and some alternative
socidism might be possible. Marx (as opposed to anar-
chists such as Reclus and Kropotkin, and adherents of the
William Morris branch of sociaism) placed little if any
vaue on the socid forms destroyed by primitive accumu-
lation. Nor did he argue for a perpetuation of the status
quo and most certainly not for any reversion to pre-
capitalist social relations and productive forms. He took
the view that there was something progressive about cap-
italist development and that this was true even for British
imperidism in India (a position that did not command
much respect in the anti-imperialist movements of the
post-Second World War period, as the icy reception of
Bill Warren's work on imperialism as the pioneer of capi-
talism showed).?

This issue is of critica importance in any politica
evaluation of contemporary imperiaistic practices. While
levels of exploitation of labour power in developing coun-
tries are undoubtedly high and abundant cases of abusive
practices can be identified, the ethnographic accounts of
the socid transformations wrought by foreign direct
investments, industrial development, and offshore pro-
duction systems in many parts of the world tell a more
complicated sory. In some instances the position of
women, who provide the bulk of the labour power, has
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been dgnificantly changed if not enhanced. Faced with
the choice of sticking with industrial labour or returning
to rural impoverishment, many within the new proletariat
seem to express a strong preference for the former. In
other instances sufficient class power has been achieved to
make real material gainsin living standards and to achieve
a standard of life far superior to the degraded circum-
stances of a previous rural existence. It is then arguable
whether the problem in Indonesia, for example, was the
impact of rapid capitalist industrialization on life chances
during the 1980s and 1990s or the devaluation and de-
industrialization occasoned through the financia crisis
of 1997-8 that demolished much of what that industrial-
ization had achieved. Which, then, was the more serious
problem: the import and insertion of capital accumulation
through expanded reproduction into the Indonesian
economy or the total disruption of that activity through
accumulation by dispossession? Whileit is obvioudy true
that the latter was a logicd corollary of the former, and
that the real tragedy is constituted by drawing (sometimes
forcibly) populations into the proletariat in short order
only to cast them off as redundant labour, | dso think it
plausible that the second step did far more damage to the
long-term hopes, aspirations, and possibilities of the mass
of the impoverished population than did the first. The
implication is that primitive accumulation that opensup a
path to expanded reproduction is one thing, and accumu-
lation by dispossession that disrupts and destroys a path
already opened up is quite another.

The recognition that primitive accumulation may be a
necessary precursor to more positive changes raises the
whole question of the politics of dispossession under
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socidism. It was, within the Marxist/communist revolu-
tionary tradition, often deemed necessary to organize the
equivalent of primitive accumulation in order to imple-
ment programmes of modernization in those countries
that had not gone through the initiation into capitalist
development. This sometimes meant similar levels of
appalling violence, as with the forced collectivization of
agriculture in the Soviet Union (the elimination of the
kulaks) and in China and eastern Europe. These policies
were hardly great success stories and sparked political
resistance that was in some instances ruthlessly crushed.
This approach created its own difficulties wherever it
was implemented. The difficulties the Sandinistas had in
dealing with the Atlantic coast Mesquito Indians in
Nicaragua, as they planned socidist development in the
region, created a Trojan horse through which the CIA
could mount its successful Contra offensve against the
revolution.

While, therefore, struggles against primitive accumula-
tion could provide the seedbed of discontent for insurgent
movements, including those embedded in the peasantry,
the point of socidist politics was not to protect the ancient
order but to attack directly the class relations and forms of
state power that were attempting to transform it and
arrive thereby at a totaly different configuration of class
relations and state powers. Thisideawas centra to many
of the revolutionary movements that swept the developing
world in the aftermath of the Second World War. They
fought against capitalist imperialism but did so in the
name of an aternative modernity rather than in defence of
tradition. In so doing they often found themselves oppos-
ing and opposed by those who sought to protect if not
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revitalize traditional systems of production, cultural
norms, and socid relations.

Insurgent movements against accumulation by dispos-
session did not necessarily appreciate being co-opted by
socidist developmentalism. The patchy record of success
for the socidist aternative (the early achievements of
Cuba in fields of health care, education, and agronomy
initialy inspired before later flagging), and the climate of
repressive politics largely orchestrated by Cold War polit-
ics, made it increasingly difficult for the traditional left to
clam aposition of leadership rather than of coercive dom-
ination in relation to these social movements.

The insurgent movements against accumulation by
dispossession generdly took a different political path, in
some instances quite hostile to socidist politics. Thiswas
sometimes for ideological but in other instances simply for
pragmatic and organizational reasons that derived from
the very nature of what such struggles were and are aboui.
To begin with, the variety of such struggles was and is
smply stunning. It is hard to even imagine connections
between them. The struggles of the Ogoni people against
the degradation of their lands by Shell Qil; the long-
drawn-out struggles against World Bank-backed dam
construction projectsin Indiaand Latin America; peasant
movements against biopiracy; struggles against genetic-
aly modified foods and for the authenticity of loca pro-
duction systems; fights to preserve access for indigenous
populations to forest reserves while curbing the activities
of the timber companies; political struggles against priva-
tization; movements to procure labour rights or women's
rights in developing countries, campaigns to protect bio-
diversity and to prevent habitat destruction; peasant
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movements to gain access to land; protests against high-
way and airport construction; literally hundreds of
protests against IMF-imposed austerity programmes—
these were dl part of avolatile mix of protest movements
that swept the world and increasingly grabbed the head-
lines during and after the 1980s* These movements and
revolts were frequently crushed with ferocious violence,
for the most part by state powers acting in the name of
‘order and stability'. Client states, supported militarily or
in some instances with specia forces trained by the mgor
military apparatuses (led by the US, with Britain and
France playing aminor role), took the lead in a system of
repressions and liquidations to ruthlessly check activist
movements challenging accumulation by dispossession.

To this complicated picture must then be added the
extraordinary proliferation of international NGOs, par-
ticularly after 1970 or so, most of them dedicated to sin-
gle-issue politics (the environment, the status of women,
civil rights, labour rights, poverty elimination, and the
like). While some of these NGOs came out of religious
and humanistic traditions in the West, others were set up
in the name of battling poverty but were funded by
groups assduously pursuing the am of proliferating
market exchange. It is hard not to fed overwhelmed by
the extent and diversity of issues or the range of objec-
tives. An activist like Roy puts it this way: "What is hap-
pening to our world is amost too colossal for human
comprehension to contain. But it is a terrible, terrible
thing. To contemplate its girth and circumference, to
attempt to define it, to try and fight it al a once, is
impossible. The only way to fight it is by fighting specific
wars in specific ways.'?
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But the movements are not only inchoate. They often
exhibit internal contradictions as, for example, when
indigenous populations clam back rights in areas that
environmental groups regard as crucia to put a fence
around to protect biodiversity and to prevent habitat
destruction. And partly because of the distinctive condi-
tions that give rise to such movements, their political ori-
entation and modes of organization aso depart markedly
from those that typically coadesced around expanded
reproduction. The Zapatista rebellion, for example, did
not seek to take over state power or accomplish a political
revolution. It sought instead a more inclusionary politics
to work through the whole of civil society in a more open
and fluid search for alternatives that would look to the
specific needs of the different socia groups and dlow
them to improve their lot. Organizationaly, it tended to
avoid avant-gardism and refused to take on the form of a
political party. It preferred instead to remain a socid
movement within the state, attempting to form a political
power bloc in which indigenous cultures would be central
rather than peripheral. It sought thereby to accomplish
something akin to a passive revolution within the territ-
orid logic of power commanded by the Mexican state
apparatus.®

Theéeffect of adl these movementsin toto wasto shift the
terrain of politica organization avay from traditional
political parties and labour organizing into what was
bound to be in aggregate a less focused political dynamic
of socid action across the whole spectrum of civil society.
What this movement lost in focus it gained in terms of
relevance and embeddedness in the politics of daily life. It
drew its strengths from that embeddedness, but in so
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doing often found it hard to extract itself from the loca
and the particular to understand the macro-politics of
what accumulation by dispossession was and is all about.
The danger, however, is of seeing dl such struggles
against dispossession as by definition 'progressive’ or,
even worse, of placing them under some homogenizing
banner like that of Hardt and Negri's 'multitude’ that will
magically rise up to inherit the earth.?* This, | think, is
where the real political difficulty lies. Because if Marx is
only partialy right, in holding that there can sometimes
be something progressive about primitive accumulation,
that to make the omel ette some eggs must be broken, then
we have to confront difficult choices head-on. And these
are the choices that now face the anti- or alternative glob-
alization movement and which threaten to blow apart a
movement that seems to hold such promise for anti-
capitalist and anti-imperialist struggle. Let me elaborate.

The Dual Domains of Anti-Capitalist and
Anti-Imperialist Struggle

The classic view of the Marxist/socialist left was that the
proletariat, defined as waged workers deprived of access
to or ownership of the means of production, was the key
agent of historical change. The central contradiction was
between capita and labour in and around the point of pro-
duction. The primary instruments of working-class
organization were trade unions and political parties whose
am was to procure state power in order either to regulate
or to supplant capitalist class domination. The focus was,
therefore, on class relations and class struggles within the
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field of capitd accumulation understood as expanded
reproduction. All other forms of struggle were viewed as
subsidiary, secondary, or even dismissed as peripheral or
irrelevant. There were, of course, many nuances and vari-
ations on this theme but at the heart of it dl the view pre-
valed that the proletariat was the unique agent of
historical transformation. Struggles waged according to
this prescription bore remarkable fruit for much of the
twentieth century, particularly in the advanced capitalist
countries. While revolutionary transformations did not
occur, the growing power of working-class organizations
and political parties achieved remarkable improvements
in materia living standards coupled with the institution-
alization of a wide range of socid protections. The socia
democratic welfare states that emerged, particularly in
western Europe and Scandinavia, could be viewed, in
gpite of their inherent problems and difficulties, as models
of progressive development. And they would not have
come about had it not been for fairly single-minded pro-
letarian organization within the framework of expanded
reproduction as experienced within the nation-state. |
think it important to acknowledge the significance of this
achievement.

While the single-mindedness was productive, it was
bought at the cost of innumerable exclusions. Attempts,
for example, to incorporate urban socid movements into
the agenda of the left broadly failed, except, of course, in
those parts of the world where communitarian politics
prevailed. The politics deriving from the workplace and
the point of production dominated the politics of the
living space. Socid movements such as feminism and
environmentalism remained outside the purview of the
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traditional left. And the relation of internal struggles for
socid betterment to external displacements characteristic
of imperialism tended to be ignored (with the result that
much of the labour movement in the advanced capitalist
countries fdl into the trap of acting as an aristocracy of
[abour out to preserveits own privileges, by imperidismif
necessary). Struggles against accumulation by disposses-
son were consdered irrelevant. This single-minded
concentration of much of the Marxist- and communist-
inspired left on proletarian strugglesto the exclusion of all
else was a fata mistake. For if the two forms of struggle
are organically linked within the historica geography of
capitalism, then the left was not only disempowering itself
but was dso crippling its analytica and programmatic
powers by totally ignoring one side of this dudlity.

In the long-drawn-out dynamic of class struggle after
the crisis of 1973, working-class movements were every-
where put on the defensive. While there was considerable
unevenness in how these struggles unfolded (depending
upon the strength of resistance), the effect was generally
to diminish the power of these movements to affect the
trgectory of globa capitaist development. The rapid
expansion of production in East and South-East Asa
occurred in a world where, with the single exception of
South Korea, independent (as opposed to corporatist)
trade-union movements were either non-existent or vig-
oroudly repressed and where communism and socialism as
political movements were violently put down (the
Indonesian bloodbath of 1965, when Suharto overthrew
Sukarno and maybe as many as a million people were
killed, was the most brutal case). Elsewhere, throughout
Latin America as wdl as in Europe and North America,
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the rise of finance capital, freer trade, and the disciplining
of the state by cross-border flows in liberalized capita
markets made traditional forms of labour organization
less appropriate and, as a consequence, less successful.
Revolutionary and even reformist movements (as in Chile
under Allende) were violently repressed by military
powve.

But the intense difficulty of sustaining expanded repro-
duction was aso generating a much greater emphasis
upon a politics of accumulation by dispossession. The
forms of organization developed to combat the former did
not translate well when it came to confronting the latter.
Generalizing crudely, the forms of left-wing political
organization established in the period 1945-73, when
expanded reproduction was in the ascendant, were inap-
propriateto the post-1973 world, where accumulation by
dispossession moved to the fore as the primary contra-
diction within the imperialist organization of capital accu-
mulation.

Theresult was the emergence of adifferent kind of pol-
itics of resistance, armed, eventually, with a different kind
of alternative vison to that of socidism or communism.
This distinction was early recognized by, for example,
Samir Amin, specificaly with respect to struggles in what
he termed the peripheral zones of capitalism:

the unequa devel opment immanent in capitaist expandon has
placed on the agenda of history ancther type of revolution, that
of the peoples (i.e. not goedfic dasses) of the periphery. This
revolution isanti-capitaist in the sensethat it isagaing capitd-
ist development as it actudly exids because it is intolerable for
these peoples. But that does not mean that these anti-capitaist
revolutions are sodidid. ... By force of drcumstances, they
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have acomplex nature. The expression of their gpedific and new
contradictions, which was not imagined in the dasscd per-
Spective of the soddig trangtion as concaived by Marx, gives
post-capitalist regimes their red content, which is that of a
popular nationd congtruction in which the three tendencies of
soddiam, cgpitaism and gtatism combine and conflict.

Unfortunately, Amin went on to argue, many contempor-
ary movements

fead on the spontaneous popular revolt againg the unaccept-
able conditions created by peripherd capitdism; they have o
far, however, fdlen short of making the demand far the double
revolution by which modernization and popular enfranchise-
ment must come together; as a result, their fundamenta
dimension, feading on the backward-looking myth, continues
to express itsdf in alanguage in which the metgphyscd con-
cern remains exdusve in thewhole sodd vison.

Whilel do not think that accumulation by dispossession is
exclusvey to the periphery, it is certainly the case that
some of its most vicious and inhumane manifestations are
in the most vulnerable and degraded regions within
uneven geographical development.

Struggles over dispossession occur, however, on avari-
ety of scales. Many are loca, others regional, and till
others global, so that command of the state apparatus—
the primary objective of traditional sociaist and commu-
nist movements—seems less and less relevant. When this
shift is coupled with a growing sense of disilluson with
what socialist developmentalism has been able to accom-
plish, then the grounds for seeking an alternative politics
appear even stronger. The targets and objectives of such
struggles are dso, as Amin remarks, diffuse, very much a
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function of the inchoate, fragmentary, and contingent
forms taken by accumulation by dispossession.
Destruction of habitat here, privatization of services
there, expulsions from the land somewhere el se, biopiracy
in yet another realm—each creates its own dynamic. The
trend is, therefore, to look to the ad hoc but more flexible
organizational forms that can be built within civil society
to respond to such struggles. The whole field of anti-
capitalist, anti-imperialist, and anti-globalization struggle
has consequently been reconfigured and a very different
politica dynamic has been set in motion.

For many commentators, these new movements with
their special qualities earned the appellation 'postmod-
ern'. Thiswas how the Zapatistarebellion was often char-
acterized. Whilethe descriptions of such movementswere
undoubtedly apt, the appellation 'postmodern’ is unfor-
tunate. It may seem slly to quarrel about aword, but the
substantive connotations are important. Thereis, to begin
with, a certain difficulty that arises out of the inherent
periodization and historicism that inevitably attaches
to the prefix 'post’. There have been, as | have already
indicated, many episodes of primitive accumulation and
accumulation by dispossession within the historical geo-
graphy of capitalism. Eric Wolf's study Peasant Wars of
the Twentieth Century puts one dimension of such strug-
gles in a comparative perspective without in any way
resorting to the idea of postmodernity. It is therefore
somewhat surprising to find June Nash, whose depictions
of the changing state of things in Chiapas provides an
evidentiary document of an exemplary sort, agreeing to
the appellation of 'postmodern’ for what the Zapatistas
were and are about, when it surely makes more sense to
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see that struggle against the background of along lineage
of such struggles on the part of indigenous and peasant
populations against the encroachments of capitalist im-
periaism and the constant threat of dispossession of
whatever assets they do control by state-led actions. In the
Zapatistacaseitis, | think, particularly sgnificant that the
struggle first emerged in the lowland forests, where dis-
placed indigenous elements constructed an dliance with
mestizos based upon their paralel impoverishment and
their systematic excluson from any of the benefits to be
had from resource extraction (primarily of oil and timber)
from the region they inhabited. The subsequent depiction
of this movement as being purely about ‘indigenous
peoples may have had more to do with claming legit-
imacy with respect to the Mexican Constitution's provi-
sion protecting indigenous rights than with an actual
description of origins.®

But in the same way that dismissal of the ‘organic link'
between accumulation by dispossession and expanded
reproduction disempowered and limited the vision of the
traditional left, so resort to the conception of postmodern
struggle has the same impact upon the newly emerging
movements against accumulation by dispossession.
Hostility between the two trains of thought and style of
organizing is already much in evidence within the anti-
globalization movement. A whole wing of it sees the
struggle to command the state apparatus as not only
irrelevant but an illusory diversion. The answer lies, they
sy, in locdlization of everything.?” That wing likewise
tends to dismiss the union movement as a closed mod-
ernist, reactionary, and oppressive form of organization
that needs to be superseded by the more fluid and open
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postmodern forms of socid movement. The nascent
union movements in, sy, Indonesia and Thailand, which
are struggling against exactly the same neo-liberal forces
of oppression as the Zapatistas, though under very differ-
ent circumstances and from a very different socid and
cultural base, find themselves excluded. On the other
hand, many traditional sociaists regard the new move-
ments as naive and self-destructive, as if there is nothing
of interest to be learned from them. Cleavages of this sort
are divisve, as some of the debates in the most recent
World Socia Forums at Porto Alegre have indicated. The
accession of the Brazilian Workers Party, which obvioudy
has a 'workerist' base and seeks to command support in
part by traditional |eftist means, to state power rendersthe
debate both more strident and more urgent.

But the differences cannot be buried under some nebu-
lous concept of 'the multitude' in motion either. They
must be confronted politicaly as well as andyticaly. On
the latter plane, Luxemburg's formulation stands as
extremely helpful. Capital accumulation indeed has adual
character. But the two aspects of expanded reproduction
and accumulation by dispossession are organicaly linked,
didecticaly intertwined. It therefore follows that the
struggles within the field of expanded reproduction (that
the traditional left placed so much emphasis upon) haveto
be seen in a didectical relation with the struggles against
accumulation by dispossession that the socid movements
coadlescing within the anti- and alternative globalization
movements are primarily focusing upon. If the current
period has seen a shift in emphasis from accumulation
through expanded reproduction to accumulation through
dispossession, and if the latter lies at the heart of imperi-
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aig practices, then it follows that the balance of interest
within the anti- and alternative globalization movement
must acknowledge accumulation by dispossession as the
primary contradiction to be confronted. But it ought
never to do so by ignoring the dialectical relation to strug-
gles in the field of expanded reproduction.

But this then re-poses the problem that not dl struggles
against dispossession are equaly progressive. Just con-
sider the militia movement in the United States, or anti-
immigrant sentiments in ethnic enclaves fighting against
‘foreign’ incursions on what they regard as ancient and
venerable land rights. The danger lurks that a politics of
nostalgia for that which has been lost will supersede the
search for ways to better meet the material needs of
impoverished and repressed populations; that the exclu-
sionary politics of the local will dominate the need to build
an aternative globalization at a variety of geographical
scales; that reversion to older patterns of socia relations
and systems of production will be posited as a solution in
a world that has moved on. There appear to be no easy
answers to such questions.

Ye it is often relatively easy to effect some leve of rec-
onciliation. Consider, for example, Roy's arguments
against the massive investments in dam construction in
the Narmada valey in India. Roy favours the provision of
cheap electricity to impoverished rural populations. She
is not an anti-modernist. Her argument against the dams
is: (a) theelectricity isexpensiverelative to other forms of
generation while the agricultural benefits (rarely meas-
ured) from irrigation appear to be minimal; (b) the envir-
onmental costs appear to be huge (again, there is no
serious attempt to assess let aone measure them); (c) the
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vast amount of money flowing into the project benefits a
small elite of consultants, engineers, construction com-
panies, turbine producers, etc. (many of which areforeign,
including the infamous Enron), and that this money could
be much better spent elsewhere; (d) dl therisk isborne by
the state since the participating companies are guaranteed
arate of return; and (e) that the hundreds of thousands of
people displaced from their lands, their histories, and
thelir livelihoods are mostly either indigenous or margin-
alized (dalit) populations that receive absolutely no com-
pensation and no benefits from the projects. They were
not even consulted or informed, and ended up standing
waist-deep in water in their villages as the government
suddenly filled the dam in one monsoon season. While
this is, clearly, a specific war in a particular place that
needs to be fought in specific ways, its general class
character is clear enough, as is the 'barbaric' process of
dispossession.?® That as many as 30 million people have
been displaced by dam projectsin Indiaaone over the last
fifty years testifies to both the extent and brutality of the
process. But the reconciliation depends crucialy on rec-
ognizing the fundamenta political role of accumulation
by dispossession as a fulcrum of what class struggleisand
should be construed to be about.

My own view, for what it is worth, is that the political
movements, if they are to have any macro and long-run
impact, must rise above nostalgia for that which has been
lost and likewise be prepared to recognize the positive
gains to be had from the transfers of assets that can be
achieved through limited forms of dispossession (as,
for example, through land reform or new structures of
decision-making such as joint forest management). They
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must likewise seek to discriminate between progressive
and regressive aspects of accumulation by dispossession
and seek to guide the former towards a more generalized
political god that has more universal valency than the
many locad movements, which often refuse to abandon
their own particularity. In so doing, however, ways must
be found to acknowledge the sgnificance of the multiple
identifications (based on class, gender, locdity, culture,
etc.) that exist within populations, the traces of history
and tradition that arise from the ways in which they made
themselvesin response to capitalist incursions, asthey see
themselves as socid beings with distinctive and often con-
tradictory qualities and aspirations. Otherwisethereisthe
danger of re-creating the lacunae in Marx's account of
primitive accumulation and falling to see the creative
potential that resides in what some regard dismissively as
'‘traditional’ and non-capitalistic socid relations and sys-
tems of production. Some way must be found, both theor-
etically and palitically, to move beyond the amorphous
concept of 'the multitude' without falling into the trap of
'my community, locality, or socid group right or wrong'.
Above dl, the connectivity between struggles within
expanded reproduction and against accumulation by dis-
possession must assiduoudly be cultivated. Fortunately, in
this, the umbilical cord between the two forms of struggle
that lies infinancia institutional arrangements backed by
state powers (as embedded in and symbolized by theIM F
and the WTO) has been clearly recognized. They have
quite rightly become the main focus of the protest move-
ments. With the core of the political problem so clearly
recognized, it should be possible to build outwards into a
broader politics of creative destruction mobilized against
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the dominant regime of neo-liberal imperialism foisted
upon the world by the hegemonic capitalist powers.

Imperialism as Accumulation by
Dispossession

When Joseph Chamberlain led Britain into the Boer War
through the annexation of the Witwatersrand at the
beginning of the twentieth century, it was clear that the
gold and diamond resources were the prime motivation.
Yet, aswe earlier saw, hisconversion to animperialistlogic
arose out of the inability to find any internal solutions to
the chronic problem of over accumulation of capital within
Britain. Thisinability had everything to do with the inter-
nal class structure that blocked any large-scale application
of surplus capitas towards socid reform and infrastruc-
tural investments at home. The drive of the Bush admin-
istration to intervene militarily in the Middle East
likewise has much to do with procuring firmer control
over Middle Eastern oil resources. The need to exert that
control had ratcheted steadily upwards since President
Carter first enunciated the doctrine that the United States
was prepared to use military means to ensure the uninter-
rupted flow of Middle Eastern il into the globa economy.
Since recessions in the globa economy correlate with oil
price hikes, so the general lowering of ail prices can be
seen as one tactic in seeking to confront the chronic prob-
lems of overaccumulation that have arisen over the past
three decades. As occurred in Britain at the end of the
preceding century, the blockage of internal reform and
infrastructural investment by the configuration of class
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interests during these years has aso played a crucial role
in the conversion of US poalitics towards a more and more
overt embrace of imperialism. It istempting, therefore, to
see the US invasion of Irag as the equivalent of Britain's
engagement in the Boer War, both occurring at the begin-
ning of the end of hegemony.

But military interventions are the tip of the imperialist
iceberg. Hegemonic state power is typicaly deployed to
ensure and promote those external and international
institutional arrangements through which the asymmet-
ries of exchange relations can so work as to benefit the
hegemonic power. It isthrough such meansthat tributeis
in effect extracted from the rest of the world. Free trade
and open capitad markets have become primary means
through which to advantage the monopoly powers based
in the advanced capitalist countries that aready dominate
trade, production, services, and finance within the
capitalist world. The primary vehicle for accumulation by
dispossession, therefore, has been the forcing open of
markets throughout the world by institutional pressures
exercised through the IMF and the WTO, backed by the
power of the United States (and to alesser extent Europe)
to deny access to its own vast market to those countries
that refuse to dismantle their protections.

None of this, however, would have assumed the impor-
tance it currently does if there had not emerged chronic
problemsof over accumulation of capital through expanded
reproduction coupled with apolitical refusa to attempt any
solution to these problems by internal reform. Therisein
importance of accumulation by dispossession as an answe,
symbolized by therise of an internationalist politics of neo-
liberalism and privatization, correlates with the visitation
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of periodic bouts of predatory devaluation of assets in one
part of the world or another. And this seemsto be the heart
of what contemporary imperialist practice is about. The
American bourgeoisie has, in short, rediscovered what the
British bourgeoisie discovered in the last three decades of
the nineteenth century, that, as Arendt has it, 'the original
sn of smple robbery' which made possible the original
accumulation of capital 'had eventudly to be repeated lest
the motor of accumulation suddenly die down".? If this is
30, then the 'new imperialism' appears as nothing more
than the revisiting of the old, though in a different
place and time. Whether or not this is an adequate concep-
tuaization of matters remains to be evaluated.



5
Consent to Coercion

Imperialism of the capitalist sort arises out of a dialectical
relation between territorial and capitalistic logics of power.
The two logics are distinctive and in no way reducible to
each other, but they are tightly interwoven. They may be
construed as internal relations of each other. But outcomes
can vary substantially over space and time. Each logic
throws up contradictions that have to be contained by the
other. The endless accumulation of capita, for example,
produces periodic crises within the territorial logic because
of the need to create a paralld accumulation of polit-
ical/military power. When political control shifts within
the territorial logic, flows of capital must likewise shift to
accommodate. States regulate their affairs according to
thelr own distinctive rules and traditions and so produce
distinctive styles of governance. A basisis here created for
uneven geographica developments, geopolitical struggles,
and different forms of imperialist politics. Imperialism
cannot be understood, therefore, without first grappling
with the theory of the capitalist state in dl its diversty.
Different states produce different imperiaisms, as was
obvioudy so with the British, French, Dutch, Belgian, etc.
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imperialisns from 1870 to 1945. Imperidisms, like
empires, come in many different shapes and forms. While
there may be much that is contingent and accidental—
indeed it could not be any other way given the politica
struggles contained within the territorial logic of power—I
believe we can go along way to establishing a solid inter-
pretative framework for the distinctively capitalistic forms
of imperialism by invoking a double dialectic df, firgt, the
territorial and capitalist logics of power and, secondly, the
inner and outer relations of the capitalist state.

Congider, in this light, the case of the recent shift in
form from neo-liberal to neo-conservative imperialism in
the United States. The globa economy of capitalism
underwent a radical reconfiguration in response to the
overaccumulation criss of 1973-5. Financia flows
became the primary means of articulating the capitalistic
logic of power. But once the Pandoras box of finance
capital had been opened, the pressure for adaptive trans-
formations in state apparatuses dso increased. Step by
step many states, led by the United States and Britain,
moved to adopt neo-liberal policies. Other states either
sought to emulate the leading capitalist powers or were
forced to do so through structural adjustment policies
imposed by the IMF. The neo-liberal state typicaly
sought to enclose the commons, privatize, and build a
framework of open commodity and capital markets. It had
to maintain labour discipline and foster 'a good business
climate'. If a particular state falled or refused to do so it
risked classfication asa'failed’ or 'rogue’ state. Theresult
was the rise of distinctively neo-liberal forms of imperial-
ism. Accumulation by dispossession re-emerged from the
shadowy position it had held prior to 1970 to become a
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magor feature within the capitalist logic. In this it did a
double duty. On the one hand the release of low-cost
assets provided vast fields for the absorption of surplus
capitals. Ontheother, it provided ameansto visit the costs
of devauation of surplus capitals upon the weskest and
most vulnerable territories and populations. If volatility
and innumerable credit and liquidity crises were to be a
feature of the globa economy, then imperialism had to be
about orchestrating these, through institutions like the
IMF, to protect the main centres of capital accumulation
against devaluation. And this is exactly what the Wall
Street-Treasury-IMF complex successfully engaged
upon, in dliance with the European and Japanese author-
ities, for more than two decades.

But the turn to financialization had many internal
costs, such as deindustrialization, phases of rapid
inflation followed by credit crunches, and chronic struc-
tural unemployment. The US for one lost its dominance
in production, with the exception of sectors such as
defence, energy, and agribusiness. The opening up of
global markets in both commodities and capital created
openings for other states to insert themsalves into the
global economy, first as absorbers but then as producers
of surplus capitas. They then became competitors on the
world stage. What might be cdled 'sub-imperialisms
arose, not only in Europe but also in East and South-East
Ada as each developing centre of capital accumulation
sought out systematic spatio-tempora fixes for its
own surplus capital by defining territorial spheres of
influence. But these spheres of influence were overlap-
ping and interpenetrating rather than exclusive, reflect-
ing the ease and fluidity of capital mobility over space
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and the networks of spatial interdependency that increas-
ingly ignored state borders.

The benefits of this system were, however, highly con-
centrated among arestricted class of multinational CEOs,
financiers, and rentiers. Some sort of transnational capit-
aist class emerged that nevertheless focused on Wal
Street and other centres such as London and Frankfurt as
secure sites for placements of capital. This classlooked, as
aways, to the United States to protect its asset values and
the rights of property and ownership across the globe.
While economic power seemed to be highly concentrated
within the United States, other territorial concentrations
of financial power could and did arise. Capital concen-
trated in European and Japanese markets could take its
cut, as could almost any rentier class that positioned itself
correctly within the matrix of capitdistic institutions.
Debt crises might rock Brazil and Mexico, liquidity crises
might destroy the economies of Thailand and Indonesia,
but rentier elements within al those countries could not
only preserve their capital but actually enhance their own
internal class position. Privileged classes could sed them-
selves off in gilded ghettos in Bombay, Sao Paulo, and
Kuwait while enjoying the fruits of their investments on
Wal Street. Just because Wdl Street was awash with
money did not mean, therefore, that Americans owned
that money. Wal Street's problem was to find profitable
uses for dl the surplus money it commanded, no matter
whether it was held by Americans or foreigners.

This geographical dispersal of capitalistic class power
did not only apply to rentiers andfinancial interests; pro-
duction capital took advantage of the spatial volatility and
the shifting territorial logics. The large multinationals in
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electronics, shoes, and shirts gained remarkably through
geographical mobility. But then so did certain other socia
groups. The Chinese business diaspora, for example,
improved its position precisely because it had both the
means and the inclination to extract profits out of mobil-
ity. Taiwanese and South Korean sub-contractors moved
into Latin America and Southern Africa and did extra-
ordinarily well, while those they employed suffered
appdlingly.

But it was a peculiar feature of this world that an
increasingly transnational capitalist class of financiers,
CEOs, and rentiers, should look to the territorial hege-
mon to protect their interests and to build the kind of
institutional architecture within which they could gather
the wedlth of the world unto themselves. This class paid
very little heed to place-bound or nationa loydties or tra-
ditions. It could be multi-racial, multi-ethnic, multicul-
tural, and cosmopolitan. If financia exigencies and the
quest for profit required plant closures and the diminu-
tion of manufacturing capacity in their own backyard,
then so beit. USfinancial interests were perfectly content
to undermine US hegemony in production, for example.
This system reached its apogee during the Clinton years,
when the Rubin-Summers Treasury Department orches-
trated international affairs greatly to the advantage of ren-
tier interests on Wl Street, though they often took very
high risks in doing s0. The culmination was the disciplin-
ing of competition from East and South-East Asa in
1997-8 in such away as to dlow the financial centres of
Japan and Europe, but above dl the United States, to snap
up assets for amost nothing and thereby augment their
own profit lines at the cost of massive devaluations and the
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destruction of livelihoods elsewhere. This was, however,
only one example of the innumerable debt and financia
crises that aflicted many parts of the developing world
after 1980 or s0.

Neo-libera imperialism abroad tended to produce
chronic insecurity at home. Many elements in the middle
classes took to the defence of territory, nation, and tradi-
tion as away to arm themselves against a predatory neo-
liberal capitalism. They sought to mobilize the territorial
logic of power to shield them from the effects of predatory
capital. The racism and nationalism that had once bound
nation-state and empire together re-emerged at the petty
bourgeois and working-class level as aweapon to organize
againgt the cosmopolitanism of finance capital. Since
blaming the problems on immigrants was a convenient
diversion for elite interests, exclusionary politics based on
race, ethnicity, and religion flourished, particularly in
Europe where neo-fascist movements began to garner
considerable popular support. The corporate and finan-
cid elites gathered at Davos in 1996 then worried that
.a'mounting backlash' against globalization within indus-
trial democracies might have a 'disruptive impact on
economic activity and socia stability in many countries.
The prevailing mood of 'helplessness and anxiety' was
conducive to 'the rise of a new brand of populist polit-
ician' and this could 'easily turn into revolt'.2

But by then the anti-globalization movement was
beginning to emerge, attacking the powers of finance
capital and its primary institutions (the IMF and the
World Bank), seeking to reclam the commons, and
demanding a space within which national, regional, and
locd differences could flourish. With the state so clearly
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siding with the financiers and in any case performing as a
prime agent in the politics of accumulation by disposses-
sion, this movement looked to the institutions of civil
society to transform the territorial logics of power on a
variety of scales, from intensely local to globd (as in the
case of the environmental movement). The prevalence of
fraud, rapine, and violence provoked many violent
responses. The surface civilities that supposedly attach to
properly functioning markets were little in evidence. The
protest movements that surfaced throughout the world
were, for the most part, ruthlessly put down by state pow-
ers. Low-level warfare raged across the world, often with
US covert involvement and military assistance.

Eschewing traditional forms of labour organization,
such as unions, political parties, and even the pursuit of
state power (now seen as hopelessy compromised), these
oppositional movements looked to their own autonomous
forms of socid organization, even setting up their own
unofficid territorial logics of power (as did the Zapatistas),
oriented to improving their lot or defending themselves
against apredatory capitalism. A burgeoning movement of
non-governmental organizations (some of them sponsored
by governments) sought to control these socid movements
and orient them towards particular channels, some of
which were revolutionary but others of which were about
accommodation to the neo-liberal regime of power. But the
result was a ferment of loca, dispersed, and highly differ-
entiated socia movements battling either to confront or to
hold off the neo-liberd practices of imperidism orches-
trated by finance capital and neo-liberal states.

The volatility inherent in neo-liberalism ultimately
returned to haunt the heartland of the United States
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itself. The economic collapse that began in the high-tech
dot.com economy in 1999 soon spread to reved that much
of what passed for-finance capita was in fact unre-
deemable fictitious capital supported by scandaous
accounting practices and totally empty assets. Even before
the events of 9/11, it was clear that neo-liberal imperial-
ism was weakening on the inside, that even the asset
values on Wall Street could not be protected, and that the
days of neo-liberalism and its specific forms of imperial-
ism were numbered. The big issue was what kind of
relation between the territorial and capitalistic logics of
power would now emerge and what kind of imperialism it
would produce.

The fortuitous election of George W. Bush, a born-
again Christian, to the US presidency brought a neo-
conservative group of thinkers close to power. The
neo-conservatives, well funded and organized in numer-
ous 'think-tanks' like the neo-liberals before them, had
long sought to impose their agendaon government. And it
is a different agenda from that of neo-liberalism. Its pri-
mary objective is the establishment of and respect for
order, both internally and upon the world stage. This
implies strong leadership at the top and unwavering
loyalty at the base, coupled with the construction of a
hierarchy of power that is both secure and clear. To the
neo-conservative movement, adherence to mora principle
is dso crucid. In this it finds its backbone and electoral
base with fundamentalist Christians who hold to beliefs of
avery specid kind. Inthewake of 9/11, for example, Jerry
Fawell and Pat Robertson (two maor leaders within the
movement) expressed the view that the event was asign of
God's anger at the permissiveness of a society that toler-
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ated abortion and homosexudlity. Later, on one of the most
watched current affairs programmes on American televi-
sion, Falwell declared that Muhammad was the first great
terrorist, while others expressed support for Zionism and
for Sharon's violence towards the Palestinians since this
would lead to Armageddon and the Second Coming.
Bdlief in the book of Revelation and Armageddon is very
widespread (Reagan espoused it, for example). It is hard
for Europeans in particular to understand that around a
third of the US population holds firmly to such beliefs
(including creationism rather than evolution), which
imply acceptance of the horrors of war (particularly in the
Middle East) as aprelude to the achievement of God's will
on earth. Much of the US military is now recruited from
the south, where these views are prevalent.

While the neo-conservatives know they cannot stay in
power holding to such a platform, the influence of the
Christian right cannot be underestimated. The failure to
place any constraints on Sharon's violent repression of the
Paestinians (interpreted by fundamentalists as a positive
step towards Armageddon) is a case in point. And in the
conflict with the Arab world it is hard not to let these atti-
tudes dip into the rhetoric of a Christian crusade versus
an Idamic jihad, thus converting Huntington's uncon-
vincing thesis of an imminent clash of civilizations into a
geopolitical fact.®

The neo-conservative charter for foreign policy was
laid out in The Project for the New American Century that
got under way in 1997.* Thetitle spesks, as did L uce back
in 1941, of a century rather than of territoria control. It
deliberately repeats, therefore, dl the evasons that Smith
exposes in Luce's presentation.” The Project is 'dedicated
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to afew fundamental propositions: that American leader-
ship is good both for Americaand for the world; that such
leadership requires military strength, diplomatic energy,
and commitment to mora principle; and that too few
political leaderstoday are making the case for global 1ead-
ership’. The principles involved were clearly laid out in
Bush's statement on the anniversary of 9/11 (cited in
Chapter 1 a&bove). Though recognized as distinctive
American vaues, these principles are presented as univer-
sals, with terms like freedom and democracy and respect
for private property, the individual, and the law bundled
together as a code of conduct for the whole world. The
Project also seeksto 'rally support for avigorous and prin-
cipled policy of American international involvement'.
This means exporting and if necessary imposing appro-
priate codes of conduct upon the rest of the world. Most
of the core members of the Project came, however, from
the defence establishment of the former Reagan and Bush
administrations. They are key representatives of that
'military-industrial complex' against whose power
Eisenhower had long ago so clearly warned and which had
grown so much more powerful in the Reagan years. Most
of them joined the new Bush administration. Whereasthe
key positions in the Clinton administration were in the
Treasury (where Rubin and Summers ruled supreme),
the new Bush administration looks to its defence
experts—Cheney, Rumsfeld, Wolfowitz, and Powell—to
shape international policy, and relies upon a Christian
conservative—Ashcroft—as Attorney General to enforce
order at home. The Bush administration is, therefore,
dominated by neo-conservatives, deeply indebted to the
military-industrial complex (and afew other mgor sectors
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of American industry, such as energy and agribusiness),
and supported in its mora judgements by fundamentalist
Christians. Their task was to consolidate power behind a
minority-led political agendawithin the territorial logic of
power. In this they wdl understood the connection
between internal and externa order. They intuitively
accepted Arendt's view that empire abroad entails tyranny
at home, but state it differently. Military activity abroad
requires military-like discipline at home.

Iraq had long been a centra concern for the neo-
conservatives, but the difficulty was that public support
for military intervention was unlikely to materialize with-
out some catastrophic event 'on the scale of Pearl Harbor',
asthey put it. 9/11 provided the golden opportunity, and
a moment of socia solidarity and patriotism was seized
upon to construct an American nationalism that could
provide the bass for a different form of imperiaist
endeavour and internal control. Most liberals, even those
who had formerly been critical of US imperialist prac-
tices, backed the administration in launching its war
againgt terror and were prepared to sacrifice something of
civil liberties in the cause of national security. The accu-
sation of being unpatriotic was used to suppress critica
engagement or meaningful dissent. The media and the
political parties fdl into line. This enabled the political
leadership to enact repressive legidation with scarcely any
opposition—most notably the Patriot and Homeland
Security Acts. Draconian curbs on civil rights were insti-
tuted. Prisoners were held illegaly and without represen-
tation in Guantanamo Bay, indiscriminate round-ups of
'suspects' occurred, and many were held for months with-
out access to legal advice, let adone atria. Police could
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arbitrarily detain anyone suspected of ‘terrorism'’, which
could include, it soon became clear, even those in the
anti-globalization movement. Draconian surveillance
techniques were introduced (the FBI was to have access
to records of book-borrowing from libraries, book
purchases, internet connections, records of student enrol-
ment, membership of scuba-diving clubs, etc.). The
administration adso seized the opportunity to cut al kinds
of programmes for the poor (in the name of sacrifice for a
national cause). It imposed a tax-cut programme that
grosdy favoured the wealthiest 1 per cent of the popula-
tion (in the name of stimulating the economy) and even
proposed the elimination of taxes on dividendsin thevain
hope that this might bolster asset values on Wall Street.
But such policies, coupled with flagrant violations of the
Bill of Rights and of American constitutionality, could
only be sustained, as Washington, Madison, and many
others had long ago recognized and feared, through for-
eign entanglements of an imperialist sort. Given the
threats implied in the events of 9/11, and the climate of
suppression of dissent, even liberal opinion swung behind
the idea of the invasion of Afghanistan, the routing of the
Taliban, and the global hunt for al Qaeda.

To sustain the momentum and realize their ambitions,
the paranoid style of American politics had to be put to
work. The neo-conservatives had long dwet on the
threats posed by Iraq, Iran, and North Korea, and several
other so-called 'rogue states), to the globa order. Behind
this, however, there dways lurked the figure of China,
long feared as both unpredictable and potentially a pow-
erful competitor on the world stage. The alliance between
the neo-conservatives and the military-industrial complex
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had pressured Clinton during the 1990s to increase milit-
ary expenditures and be prepared to fight two regiona
wars—againgt, for example, 'rogue states' such as lraq
and North Korea—simultaneoudly. Iraq was central, in
part because of its geopolitical position and dictatorial
regime, which was immune to financia disciplining
because of its oil wealth, but also because it threatened to
lead a secular pan-Arab movement that might dominate
the whole of the Middle Eastern region and be able to
hold the globa economy hostage to its powers over the
flow of ail. President Carter, recal, had insisted that any
attempt to use ail in this way would not be tolerated, and
direct US military commitment to the region dates back
to at least 1980. The first Gulf War did not produce
regime change in Baghdad, in part because there was no
UN mandate for it. The settlement imposed on Irag was
unsatisfactory to both sides. The Iragis baulked and sanc-
tions were imposed, weapons inspectors were sent in and
then expelled, the Kurds were protected in an
autonomous zone in the north by military threats, and a
low-level war continued in the skies above Irag as the US
and Britain jointly patrolled no-fly zones in both the north
and the south. Clinton designated Irag a 'rogue state' and
adopted a policy of regime change in Baghdad but
restricted the means to covert action and overt economic
sanctions which, the neo-conservatives vociferoudy
argued, would not work.

After 9/11, the neo-conservatives had had their 'Pearl
Harbor'. The difficulty was that Iraq plainly had no con-
nection with a Qaeda and the fight against terrorism had
to take preference. In the invasion of Afghanistan the
military tested out much of its new weaponry in the field,
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amost as a dress rehearsa for what they might do in Iraq
and elsewhere. In the process, the US secured a military
presence in Uzbekistan and Kyrgyzstan, within striking
distance of the Caspian Basin ailfidds (where the extent of
reserves is till a mystery and where China is battling
fiercely to gain afoothold in order to ensure its own sup-
plies to satidy its rapidly increasing internal demands).
Within sx months, and with the defeat of the Taliban in
Afghanistan behind it, the US administration began to
switch its attention to Irag. By the summer of 2002 it was
clear that the US was committed to force regime change
on Baghdad militarily no matter what. The only interest-
ing question was how this would be judtified to the
American public and internationally. From this point on,
the administration resorted to al manner of smokescreens,
shifting rhetoric daly, putting out undocumented asser-
tions as if they were proven facts (of the sort described in
Chapter 1). It sought to construct a codition of the willing
in which Britain, since it was already heavily involved in
daily military action in Iraq (and from which it would
have been very difficult to extricate itself), was to take a
leading role. At first the US denied any role to the UN and
even asserted it had no need for Congressional approval,
but on these pointsit had to concede somewhat to political
pressures both domestically and internationally. But it
assduoudy cultivated the new-found nationalism that
was created after 9/11 and harnessed it to the imperial
project of regime change in Iraq as essentia for domestic
security, at the same time as it used the imperia project
to put in place ever tighter internal controls (fuelled by
terror alerts and other security fears on the domestic
front). Unfortunately, as Arendt again so astutely remarks,
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the coupling of nationalism with imperialism cannot be
accomplished without resort to racism, and the degraded
popular image of Arabs and Idam and officd policies
towards vigitors and immigrants from Arab countries
are dl too indicative of arising tide of racism in the US
that may do untold future damage both internally and
internationally.

While the situation is now one of rapid flux, accompan-
ied by the usual smoke and mirrors of offica pronounce-
ment, it is nevertheless possible to discern roughly where
the neo-conservative imperia project wantsto go. | there-
fore conclude with a synopsis of that direction and an
assessment of the forces ranged against it.

The neo-conservatives look to the reconstruction of
Iraq along the lines pioneered in Japan and Germany after
the Second World War. Iraq will be liberalized for open
capitalistic development with the am of ultimately creat-
ing awealthy consumerist society along Western linesasa
model for the rest of the Middle East. The necessary
socid, institutional, and political infrastructures will be
put in place under US administration, but gradually give
way to a clientelist Iragi political administration (prefer-
ably as wesk as the Japanese libera party). Iraq will
remain demilitarized but be protected by US forces that
will remain in the Gulf region.® Iragi oil will be used to
finance the reconstruction and pay for some of the cost of
the war, and, it is hoped, will be delivered to the markets
of the world (conveniently denominated in dollars rather
than euros) at a sufficiently low price to spark some kind
of recovery in the global economy.

This is not, however, the limit to neo-conservatives
imperial ambition. They have aready begun to speak of
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Iran (which after the occupation of Iraq will be totally
surrounded by the US military and clearly threatened)
and have launched accusations against Syria that speak of
‘consequences. So obvious have these remarks become
that the British Foreign Secretary thought it important to
state categoricaly that Britain would absolutely refuse to
participate in any military action against either Syria or
Iran. But the neo-conservative position, as articulated by
Secretary of Defense Rumsfeld dl aong, is that the US
does not need Britain to accomplish its objectives and that
it will go it alone if necessary. Pressure on both Syria and
Iran is mounting, while the US dso looks to internal
reform in Saudi Arabia both to forestall any attempt at a
takeover by Idamicists (thiswas, after dl, bin Laden'spri-
mary objective) and to ded with the fact that much of the
fundamentalist teaching that has fuelled opposition to the
US is supported by the Saudis. Meanwhile, the US has
now hpned, and experimented with in Irag, a military
capacity named 'shock and awe which would have the
power to smultaneoudly destroy the hundreds of long-
range guns that the North Koreans have targeted on
Seoul. When it caresto, it can destroy dl of North Korea's
military power and nuclear capacity in one twelve-hour
strike.

Lurking behind al of this appears to be a certain
geopalitical vision. With the occupation of Iragq and the
possible reform of Saudi Arabia and some sort of submis-
son on the part of Syria and Iran to superior American
military power and presence, the US will have secured
a vitd dtrategic bridgehead, as was pointed out in
Chapter 2, on the Eurasian land mass that just happens to
be the centre of production of the ail that currently fues
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(and will continue to fud for at least the next fifty years)
not only the globa economy but aso every large military
machine that dares to oppose that of the United States.
This should ensure the continued globa dominance of the
US for the next fifty years. If the US can consolidate its
aliances with east European countries such as Poland and
Bulgaria, and (very problematically) with Turkey, downto
Irag and into a pacified Middle East, then it will have an
effective presence that dashes aline through the Eurasian
land mass, separating western Europe from Russia and
China. The US would then bein amilitary and geostrate-
gic position to control the whole globe militarily and,
through oil, economicdly. Thiswould appear particularly
important with respect to any potential challenge from the
European Union or, even more important, China, whose
resurgence as an economic and military power and poten-
tiality for leadership in Ada appears as a serious threat to
the neo-conservatives. The neo-conservatives are, it
seems, committed to nothing short of a plan for total
domination of the globe.” In that ordered world of a Pax
Americang, it is hoped that al segments may flourish
under the umbrella of freeemarket capitalism. In the
neo-conservative view, the rest of the world (or at least dl
property-owning classes) should and will be grateful
for the space dlowed for economic development under
free-market capitalism everywhere.

Thebig and open question is, of course, can or will such
aproject work? There are, doubtless, members even of the
Bush administration, aswell asin the military, who are not
only unconvinced of its feashility but who may wel
actively opposeit. Theinternal balance of forceswithinthe
administration currently lies with the neo-conservative
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bloc but it may not remain so. Much will depend, for
example, on whether or not the reputation of the neo-
conservatives comes out of the military action in Iraq
enhanced or besmirched. A long-drawn-out and messy
occupation of Baghdad will have serious consequences for
the doctrine that this is a battle for liberation rather than
occupation of Irag, for example.

But the external forces ranged against neo-conservative
imperidism are formidable. To begin with, the more
explicit this project becomes the more it will amost cer-
tainly force an alliance between Germany, France, Russia,
China, and others that is by no means bereft of power. A
relatively unified Eurasian power bloc, as Kissinger for
one fears (see above, p. 85), will not necessarily lose the
struggle when pitted against the US. Furthermore, if the
US does press on into lran or Syria, the British will
amost certainly have to abandon their support for what
will then be clearly recognized as self-serving US imperi-
alism. Almost certainly those European governments,
such as Spain and lItaly, that have supported the US
against the clear wishes of their peoples will fdl, turning
Europe into a much more unified power bloc opposed to
US plansthan is currently the case. And globa opposition
within the United Nations will dso likely become much
stronger as the US becomes more and more isolated.

The neo-conservatives have squandered much of the
US's capacity for moral leadership, and its capacity to lead
by genuine consent is aready much diminished. Even its
cultural influence appears on the wane. The US had, in
effect, to try to buy consent in the United Nations (treat-
ing the UN amost as if it were a form of traditional
Chicago ward politics). But the failure of Turkey, a mem-
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ber of NATO, to be bought off, even in the face of severe
economic distress and the threat of retaliatory conse-
quences, isillustrative of a deeper problem. Thereisvery
little real consent to be found anywhere in the world, the
closest being that of the British which, in the eyes of its
own public, is very shaky. The US has given up on hege-
mony through consent and resorts more and more to
domination through coercion. It has long aspired, as
Calin Powdl put it, to be 'the big bully on the block' (see
above, p. 80), but his assertion that this is acceptable
because the US is trusted to do the right thing now lacks
credibility. The rising tide of popular globad opposition,
represented by the remarkable world-wide turnout in
anti-war demonstrations on 15 February 2003, is aforce
to be contended with.

It isafervently held belief among the neo-conservatives
that once they have established order throughout the
world and demonstrated its benefits the opposition to
their militarism both at the popular level and among gov-
ernments everywhere will largely dissipate. Thereis more
than a little utopianism in this vision, but even a partial
fulfilment of it rests crucially upon the nature of the
benefits generated and how they might be distributed.
Neo-conservatism overlaps neo-liberalism, however, in
the belief that free markets in both commodities and
capital contain all that is necessary to deliver freedom and
well-being to dl and sundry. To the degree that this has
been shown to be demonstrably fdse, dl that the neo-
conservatives have done is to transform the low-intensity
warfare waged under neo-liberalism around the globe into
a dramatic confrontation that will supposedly resolve
problems once and for al. It will continue a political
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economy that rests on accumulation by dispossession (the
dispossession of Iragi oil being the most flagrant be-
ginning point) and do absolutely nothing to counter the
spiralling inequalities that contemporary forms of capital-
ism are producing. Indeed, if their tax policies are any-
thing to go by, the neo-conservatives will do everything
they can to bolster these inequalities, presumably on the
grounds that in the long run rewarding initiative and tal-
ent in this way will improve the life of al. From this we
can expect an increase rather than a diminution in global
struggles against dispossesson and an increase rather
than a diminution in the ferment that has fuelled the anti-
and alternative globalization movements even to the point
of electing governments, as with Lula in Brazil, which
seek to mitigate if not roll back the terrain upon which
neo-liberalism can operate. There is, furthermore, noth-
ing here to check the dide into nationalism and exclu-
sionary politics as a means to defend against neo-liberal
predation. With the US itsdlf turning more and more to
racism as a means to bridge nationalism and imperialism,
this kind of disintegration will be very much harder to
hold in check.

Beyond this there is the crucial question of how the
neo-conservative imperial project will be received within
the Arab and more broadly the Idamic world. In this
regard the neo-conservatives are stepping onto peculiarly
dangerous terrain. To begin with, any rapprochement
with the Arab world will have to rest on an acceptable
solution to the Arab-Israeli conflict about which the Bush
administration has been amost totally silent, except for
occasiona promissory noises, usualy in response to exter-
nal pressures (particularly from Britain). The reason for
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the seeming indifference and refusal to make any attempt
to curb Sharon's policies in Isradl lies in the unholy
aliance of Zionist influences, strongly supported by the
fundamentalist Christians for their own eschatologica
reasons, within the United States. The failure to conjure
any Paestinian settlement out of the deployment of
American imperia power in the region will be a perman-
ent strike against the US within and even beyond the Arab
world. It will undoubtedly be the source of opposition
registered as sporadic violence against both Israel and the
United States and perhaps spark internal revolutions
within the Muslim world. Secondly, theideathat Iraq can
serve as ademonstration project to wean the Iamic world
away from its own brands of fundamentalism and its anti-
democratic ways, rests on the far-fetched if not preposter-
ous proposition that somehow Iraq can be transformed
overnight into a prosperous, capitalistic, and democratic
state under US tutelage. On this point the choice of Iraq
does make some sense, since it is a country that has not
only oil wealth but a great ded of scientific talent and
technical know-how; it aso had, before the US and
Saddam jointly destroyed it, a sgnificant manufacturing
and agrarian base. Surplus capital would most certainly
find an outlet in rebuilding much of that, but given the
neo-liberal rules that still broadly regulate trade and
financia flows, and the generd state of overaccumulation,
it is hard to see Irag becoming the equivaent of South
Koreain the next few years. And even if it began to do so,
it is not a dl clear that any demonstration effects will
occur, given the broad developmental failures of those
states, such as Pakistan and Egypt, which have sought a
path to capitalist-style economic development over the
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past two decades with a good ded of US support. The
only circumstance in which some hope for Iragi economic
development under occupation may rest is through a
recovery of the globa economy on an even broader scale
than that which occurred in the aftermath of the Second
World War.

This brings us more critically to the issue of the eco-
nomic circumstances that now prevail and the degree to
which the processes outlined earlier point to a capitalistic
logic of power that is in any way consistent with or mal-
leable to the specific territorial logic that neo-conservative
imperialism seeks to impose. While, asaways, itishard to
predict with any certainty, there appears to be a deep
inconsistency if not outright contradiction between the
two logics. If that is so, then either the territorial logic or
the capitalistic logic will have to give way or face cata
strophic consequences. What, then, are the main signs of
this diguncture?

To begin with, there is the cost of the war itsdlf. It can-
not be less than $200 billion and will possibly be much
more. To be sure, thereis plenty of surplus capital to fund
it, but it will demand its rate of return, which either
means profits of defence and reconstruction contractors
and/or payments of interest on government debts.
Dropping bombs is not productive investment and
returns no vaue back into the circulation and accumula-
tion process, unless, that is, we consider afdl in the price
of oil to $20 abarrel as part of arate of return on military
action in Irag. Iragi oil could, of course, be appropriated
to pay for the war, but this would largely preclude its use
for internal redevelopment and thereby thwart the possi-
bility of Irag performing the role of demonstration project
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for capitalistic development. It will, by al accounts, take
severd years to bring Iragi oil production up to the level
where it might conceivably fund both. And in any case
Irag has past debts of around $200 billion ($64 billion to
Russia done) as wdl as outstanding clams against it for
compensation deriving from the invason of Kuwait
amounting to over $100 billion. If, under US tutelage,
Iraq fails to honour these debts, the international uproar
will be considerable (with Russiain the vanguard).
Thereis, therefore, little option except for the US to go
heavily into debt to fund the war. The general effects of a
soaring budgetary deficit in the United States would not
be benign even under the best of circumstances. But
under current conditions of economic stagnation, declin-
ing asset values, and disappearing tax revenues, such
deficit spending for military purposes will likely push the
economy even deeper into recession rather than help
revive it internally. Military expenditures are sometimes
construed (for example, by Luxemburg) as an economic
stimulus (sometimes caled 'military Keynesianism'), but
they can at best operate only in the very short term (about
the length of time it takes to replace equipment and
materiel used up). And in the present conjuncture any
short-term stimulus from this direction is totally offset by
declining consumer confidence and a climate of fear (used
directly by the administration for its own purposes) that
inhibits people from travel or engaging in any activity that
appearsrisky. Hence airlines are either close to or in bank-
ruptcy and tourism and leisure activities are in deep eco-
nomic difficulty. Losses of jobs and of socid protections
(such as hedth insurance and even pension funds) are
reverberating throughout the US economy. New York
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City's economy, for example, isnow in an even more par-
lous state than it was in the crisis of 1973-5 and its budget
deficit looks set to push it into technical bankruptcy
within a couple of years.

This problem is exacerbated by the parlous inter-
national position of the US economy. Foreigners now own
over athird of US government debt and 18 per cent of
corporate debt (more than double the ratios in around
1980), and the US now depends on over $2 billion aday of
net foreign investment inflow to cover its continuously
rising current account deficit with the rest of the world.?
As argued earlier, this renders the US economy
extraordinarily vulnerable to capital flight, some signs of
which are dready to be seen in the fdl in the relative value
of the dollar in world markets. The tables are in danger of
being turned with respect to the powers of finance capital
to support, rather than serioudy damage, the United
States itsdlf. The capitalistic logic, without the effective
state action of which the Bush administration appears
incapable, points to the draining avay of economic power
from the United States rather than the powerful inward
movement that was orchestrated during the economic
boom of the 1990s. In the same way that speculative
capital flowedinto Thailand, Indonesia, and Argentinato
fud booms that suddenly collapsed into capital flight and
economic catastrophe, so the flight of speculative capital
to Wdl Street in the 1990s generated a boom that can
equaly well be (and to some degree already is being)
reversed. Thecircumstancesare, of course, somewhat dif-
ferent because the dollar has aways been the ssfe haven
for globa capital and the power of seigniorage still lies
with the US. But much depends upon confidence in the
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US government, and the more it is recognized that it is
currently dominated by a coalition of the military-
industrial complex, neo-conservatives, and, even more
worryingly, fundamentalist Christians, the more the logic
of capital will look to regime changein Washington asnec-
essary to its own survival. This would have the effect of
bringing the neo-conservative version of imperialism to a
crashing halt. If this does not happen, the vast drain
imposed by an even stronger turn to a permanent war
economy may amount to a form of economic suicide for
the United States. The surge towards militarism will then
appear as alast desperate move by the US to preserve its
globa dominance a al costs.

But there is one other aspect of the potential damage
that the neo-conservative imperialist project might inflict.
The unilateralist assertion of US imperia power fals
entirely to recognize the high degree of cross-territorial
integration that now exists within the capitaistic organ-
ization of the circulation and accumulation of capital.
Threats of US boycotts of French and German goods and
reciprocal boycotts by Europeans hardly make sense when
the foreign content of goods in any economy typicaly lies
somewhere between athird and a half of their value. But
rising nationalism, now as much promoted by the war as
by the oppositional movements towards neo-liberalism,
can indeed impose constraints on international capital
flow and the dynamics of accumulation. Withdrawal into
regional configurations of capital circulation and accumu-
lation, signs of which aready abound, can be exacerbated
by any rising tide of nationalism and racism, to say noth-
ing of the way in which the idea of a clash of civilizations
is gaining ground. But withdrawal into regiona power
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blocs exercising exclusionary practices while engaging in
inter-bloc competition is exactly the configuration that
gpawned the crises of globa capitalism in the 1930s and
1940s. Lenin will be proven right. And no one, presum-
ably, wants to revisit that, which makes the dow but dis-
cernible drift towards such a resolution even more
disconcerting.

Continuation of neo-liberal politics at the economic
level, as | have dready indicated, entails a continuation if
not escalation of accumulation by other means, i.e. accu-
mulation by dispossession. The corollary externally must
surely be an ever rising tide of globa resistance to which
the only answer isthe repression by state powers of popu-
lar movements. This implies the continuation of the low-
intensity warfare that has characterized the globa
economy for the last twenty years or more unless, that
is, some way of assuaging the globa overaccumulation
problem can be arrived at. The only possibility of that, |
have argued, is the disruptive, violent, and gargantuan
programme of what isin essence atruly primitive form of
accumulation in China that will spark arate of economic
growth and public infrastructural development capable of
absorbing much of the world's capita surplus. This
presumes that this process does not spark a counter-
revolution within China. But, if it succeeds, the drawing
off of surplus capital into Chinawill be calamitous for the
US economy which currently feeds off capital inflows to
support its own unproductive consumption, both in the
military and in the private sector. The result would be the
equivalent of a'structural adjustment’ in the US economy
that would entail an unheard-of degree of austerity the
likes of which have not been seen since the Great
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Depression of the 1930s. In such a situation, the US
would be sorely tempted to use its power over ail to hold
back China, sparking a geopolitical conflict at the very
minimum in central Asa and perhaps spreading into a
more globd conflict.

The only possible, albeit temporary, answer to this
problem within the rules of any capitalistic mode of pro-
duction is some sort of new 'New Deal' that has a globa
reach. This means liberating the logic of capital circula
tion and accumulation from its neo-libera chains,
reformulating state power along much more intervention-
ist and redistributive lines, curbing the speculative powers
of finance capital, and decentralizing or democratically
controlling the overwhelming power of oligopolies and
monopolies (in particular the nefarious influence of the
military-industrial complex) to dictate everything from
terms of international trade to what we see, read, and hear
in the media. The effect will be areturn to a more benev-
olent 'New Ded' imperidism, preferably arrived at
through the sort of codition of capitalist powers that
Kautsky long ago envisaged.

Ultra-imperialism of the kind now favoured in Europe
has, however, its own negative connotations and conse-
quences. If Robert Cooper, a Blair adviser, is to be
believed, it favours the resurrection of nineteenth-century
distinctions between civilized, barbarian, and savage
states in the guise of postmodern, modern, and pre-
modern states, with the postmoderns, as guardians of
civilized collaborative behaviour, expected to induce by
direct or indirect means obeisance to universa (read
"Western' and 'bourgeois) norms, and humanistic (read
‘capitalistic’) practices across the globe. The postmodern,
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mainly European, states are, from this perspective, not an
‘old Europe' at al but way out ahead of the United States,
which seems to have some difficulty shedding its mod-
ernist ways. The difficulty is that it was classfications of
this sort that dlowed nineteenth-century liberaslike John
Stuart Mill to justify keeping India in tutelage and exact-
ing tribute from abroad while praising the principles of
representative government in ‘civilized' countries such as
their own. In the absence of any strong revival of sustained
accumulation through expanded reproduction, this
European version of liberal imperialism can only move
ever deeper into the neo-liberal quagmire of a politics of
accumulation by dispossession throughout the world in
order to keep the motor of accumulation from stalling.
Such an alternative form of collective imperialism will
hardly be acceptable to wide swaths of the world's popu-
lation who have lived through, and in some instances
begun to fight back against, accumulation by disposses-
sion and the predatory forms of capitalism associated with
it. The libera ruse that someone like Cooper proposes is,
in any case, far too familiar to postcolonial writers to have
much traction.’

There are, of course, far more radical solutions lurking
in the wings, but the construction of anew 'New Deal’ led
by the United States and Europe, both domestically and
internationally, in the face of the overwhelming class
forces and specid interests ranged against it, is surely
enough to fight for in the present conjuncture. And the
thought that it might, by adequate pursuit of some long-
term spatio-temporal fix, actually assuage the problems of
overaccumulation for at least afew years and diminish the
need to accumulate by dispossesson might encourage

210



Consent to Coercion

democratic, progressive, and humane forces to dign
behind it and turn it into some kind of practical redlity.
This does seem to propose a far less violent and far more
benevolent imperial trgjectory than the raw militaristic
imperiaism currently offered up by the neo-conservative
movement in the United States.

The real battleground where this has to be fought out,
of course, iswithin the United States. On this count there
is some ground for faint hope since the severe curtailment
of civil liberties and the long-standing recognition that
imperialism abroad will be bought at the cost of tyranny at
home provides a serious bass for political resistance, at
least on the part of those who truly believe in the Bill of
Rights and whose vision of constitutionality is of a differ-
ent sort to that of the neo-conservative mgority that now
dominates the Supreme Court. Such people are at least as
numerous as the Christian fundamentaists who now
wield such a sinister influence in government. And there
are dgns within the Christian mgority, particularly
among the leadership (which has broadly articulated an
anti-war position), that thereis amora imperative to iso-
late Christian fundamentalism and to assert a different
kind of Christianity that espouses religious tolerance and
peaceful coexistence with others. Thereis an anti-war and
anti-imperialist movement struggling to express itsdf, but
the climate of nationalism, patriotism, and suppression of
dissent at dl levels, particularly within the media, means
that there is a daunting struggle to be waged internaly
against the neo-conservative verson of imperidism as
well as against the continuation of neo-liberalism at the
economic level. The class power ranged behind neo-
liberalism, for example, is formidable, but the more
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problematic the neo-conservative form of governance
appears, both internally and internationaly, the more
there will likely be divison and dissent even within the
elite classes over the direction theterritorial logic of power
should take. The current difficulties within the neo-
libera mode and the threat it now poses to the United
States itself may even provoke calsfor an aternative logic
of territorial power to be constructed. Whether or not that
happens depends critically upon the balance of political
forces within the United States. While this may not be
determinant it will play ahuge role in our individual and
collective futures. With respect to that the rest of the
world can only watch, wait, and hope. But one certain
thing can be said. Across-the-board anti-Americanism
from the rest of the world will not and cannot help. Those
struggling in the United States to construct an altern-
aive, both internally and with respect to foreign engage-
ments, heed all the sympathy and support they can get. In
the same way that the inner/outer dialectic plays such a
crucia role in the construction of neo-conservative im-
perialism, so areversal of that dialectic has a crucial role
to play in anti-imperialist politics.
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