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Introduction

The chapters of this volume were all written in connection with
discussions provoked by Unequal Development.! This new book
accordingly follows the line of thought of the earlier work. which
is opposed to economism and a West-centered outlook. These
studies in fact should be viewed in relation to the general perspec-
tive of the rebirth of Marxism, which itself flows from the
radicalization of the anti-imperialist struggles.

1. The rebirth of contemporary Marxism

The last fifteen years will certainly be counted as important in
the history of the development of socialist thought. The extraor-
dinary rebirth of Marxism has indeed been in contrast to the crisis
of the dominant ideology. This rebirth follows a long empty
period marked by Stalinist dogmatism and tempered by the at-
traction that the technocratic ideology of triumphant *apoliti-
cism’ exercised, at first covertly, then openly from 1953 on. The
eclectic compromises of the fifties flourished briefly; since at least
1965 a vigorous Marxist thought has begun to leave them behind.

The reason for this renewal should be sought in the develop-
ment of the mass struggle for socialism, paralle] with the deepen-
ing crisis of capitalism.2 For the development of Marxism is never
the result of the autonomous progress of academic thought iso-
lated from social reality. The orientation of China since 1950
{very different from that of the USSR), culminating in the Cul-
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2 imperialism and Unequal Development

tural Revolution, permitted for the first time a criticism from the
left of the Soviet experience. This appears to have been funda-
mental. Isn’t it characteristic that up until then every critique of
Soviet reality, even that of Trotskyism, was unable to divest itself
of anticommunism! The Twentieth Congress should have been
the great revenge of Trotskyism, the base for its further progress.
1t had no such effect; the continuing sterility of Trotskyism de-
rives from its inability to go beyond the deceased “'prophet,” to
transcend the economistic positions of his epoch. Trotsky’s
economism is testified to by his ‘‘regret”’ over the defeat of the
German revolution, his affirmation of the necessity for **socialist
accumulation” (i.e., *"catching up in order to surpass’), thereby
reproducing the divisions of labor specific to capitalism and
breaking the worker-peasant alliance of 1917 in order to finance
this model of industrialization at the expense of the peasantry. On
this terrain Stalin was the victor.

The Chinese experience allows us to transcend the narrow
debate concerning the *‘methods’ of this type of "*socialist con-
struction.” In formulating from the beginning a radical critique of
the objective—in other words, in refusing to reduce socialismto a
“‘capitalism without capitalists’ and, instead, calling into ques-
tion capitalist models of industrialization, technology, organiza-
tion and hierarchy, division of labor, urbanization, consumption,
education, etc., and in revealing the non-newtral character of
these models, China had to view in a radically different manner
the entire problematic of the transition to socialism.

This critique of the economistic positivist interpretation of
Marxism, an interpretation triumphant in the period of the Sec-
ond and Third Internationals, opened the way for a return to
Marx. This couid find only a favorable echo in the developed
West, where the Soviet model had little to offer. The dissatisfac-
tion felt by the consumer-oriented masses in the West, the crisis
of the civilization of mature capitalism, was able at last to express
itself in authentically socialist demands. The fact that the world
capitalist system had begun to enter a structural crisis even before
Europe and Japan ‘*caught up’’ with the United States—that is to
say, the fact that the economic base on which rested the prosper-
ity of the last twenty-five years was collapsing—and the accentua-
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tion of social struggles accompanying this crisis since 1968 (nota-
bly in France and Italy) have advanced the prospects for this
renewal.

At the same time, the Chinese experience made necessary a
rethinking of the respective roles of the center and the periphery
in the development of capitalism. The national liberation move-
ments of the forties and the fifties, which left little margin of
. choice between the development of national capitalism and imita-
tion of the Russian model, were bound to be replaced by the
attraction of a new vision, reinforced by the successes of Viet-
nam. I would like here to indicate the lines of this renewal that
appear to be the most promising.

The critique of economism has allowed the rediscovery of the
unity of Marxism, which is neither an economic theory, a
sociological theory, nor a philosophy, but the social science of
revolutionary socialist praxis. This critique starts from many,
often modest, points. The internal critique of marginalist
economics, with which are associated the names of non-Marxists
such as Sraffa,? was one point of departure. This critique under-
mined the attempts at an alleged synthesis of Marxism and mar-
ginalism which the attraction of the technocratic vision of the
fifties inspired in the West as well as in Russia.4 This attempt
expressed, in fact, the class character of the Soviet mode of
production and, concomitantly, the positivist reduction of Marx-
ism. It culminated in the theory of the “‘convergence of the
systems™ in which Tinbergen saw the trivmph of the *‘natural”™
laws of economics, independent of social systems. The bank-
ruptcy of this eclecticism led to readdressing the problem of the
“transformation’* of values into prices. This question was posed
by Engels himself when, in the preface to the third volume of
Capital. he invoked a positivist interpretation of the problem,
giving the law of value a real historical existence prior to that of
prices of production. Further contributions were made on the
question between 1910 and 1930—<contributions which raised
more questions than they answered—and then, beginning about
1930, the topic was buried. This problem is closed today, insofar
as the profound nature of the critique of economism has been
rediscovered.’ To go bevond these false questions the nature of
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the relations between the ideological factor and the economic
base must be understood; in particular, it must be understood that
these relations in the capitalist mode of production are neither
unilateral nor identical to the relations in those modes of produc-
tion which historically preceded capitalism.®

The rediscovery of the works of the young Marx, particularly
German ldeology, was decisive here. This rediscovery was,
moreover, thrust upon us from the time the Chinese envisioned
these relations in a manner entirely different from that to which
the mechanistic Soviet approach had led. Althusser, in denying
the Marxist character of alienation, made a final attempt to save
Moscow, and yet he contributed by his very efforts to the defini-
tive liquidation of the positivist heritage which he pushed to its
extreme limits.” This decisive progress now allows us to say that
a series of essential questions concerning historical materialism
are settled, notably questions concerning modes of production,
social formations, the articulation and domination of modes, the
nature of the dialectical relation between the superstructure and
the infrastructure, the nature of precapitalist religious alienation
and of capitalist market alienation.

It was in this way that the break with economism was made.
One could correctly pose a whole series of problems, among them
the following: (1) The analysis of capitalism in the contemporary
center, its particular mode of reproduction at a stage in which the
contradiction between the social character of the level of de-
velopment of the forces of production and the restrictive charac-
ter of the relations of production makes it necessary to go beyond
the reproduction schemes of volume 2 of Capital to envision the
active intervention of the state in the process (an analysis begun
by Baran and Sweezy, to whom we owe the useful concept of the
“surplus™ of contemporary monopoly capitalism).® (2) The
analysis of class alliances in the history of capitalism and their
transformations in relation to political and ideological history,
particularly that of social democracy.? (3) The critical evaluation
of the strategies of the workers” movement resulting from (1) and
(2), and particularly a critique of ‘‘frontism’ and the forms of
working-class organization defined by Lenin in What Is To Be
Done? (a critique developed in Italy by the Manifesto group). (4)
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The critique of contemporary capitalism in its different as-
pects, principally the division of labor and its devastating effects,
urbanism, etc. (5) The critigue of the eclectic attempts of Freudo-
Marxism (Reich) and of the Frankfurt School {(the Marcusian
philosophy of One-Dimensional Man,'® the aesthetics of Adorno,
etc.), hardly begun, and corresponding to these new fields of
Marxist insight, the evaluation of the irruption of youth {and of
‘the problems of the function of education in reproduction), and
of feminism. (6) Last but not least, the analysis of the unequal
development of capitalism and the discussion concerning the
periodization of the history of the world system.

Since the Russian experience had been surpassed on the left by
China, it was the entire problematic of the world system that had
to be reexamined. The obstacle on which Trotskyism had foun-
dered could now be overcome. Here again the movement began
from modest points of departure, related to real social changes,
notably "'national liberation’ and efforts at **development.’ The
failure of development strategies which accepted the axiom of
integration into a world system (the populism and desarroflismo
of Latin America) led to the formulation of the ‘“‘theory of
dependence,” a formulation which was still confused,
seminationalist,!' and semi-Marxist. The meager results from
transposing the lessons of the USSR to the **Third World™* (which
is the content of the ‘‘noncapitalist’” way, of which Egypt is the
clearest example) insistently called for putting in question the
linear vision of historical development which is common to the
bourgeois scientistic ideology and to dogmatic pseudo-Marxism.
Al the same time there began the crisis of the world system
obliging us to reexamine received ideas concerning the periodiza-
tion of the system’s history. In all these areas decisive progress
has been made in recent years. An analysis (still in limited terms)
of models of reproduction on a world scale, which has neverthe-
less permitted the clear elucidation of the concepts of center and
periphery and the integration of contributions until then scattered
and poorly formulated (such as that concerning unequal ex-
change), leads one to restudy the history of the birth, develop-
ment, and transcendence of capitalism on a world scale. The
Eurocentric point of view has finally been transcended, and at-
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tempts have been made to produce general formutations in terms
of the unequal development of civilizations. At the same time
ancient debates, launched fifty years too soon, have reappeared
on the scene. The rediscovery of Chayanov and of the debate
concerning the modes of production called " Asiatic,” should be
included in the list of areas of decisive progress. .

This is not, of course, an exhaustive account of the progress
achieved, and the lines of development of this renewal in the
future depend principally on the vigor of the action of the masses
which the deepening of the crisis will certainly entail. Our per-
sonal contribution to this renewal can be found in essence in
Unequal Development, This is not the place to account for the
route which led from a largely economistic critique—which re-
mained within the framework of both conventional -economic
theory (in particular, treatment of underdevelopment) and the
experiences of the politics of “development’ '>—to a unified for-
mulation which, despite its limitations, seems to have really re-
turned to Marx,

Certain chapters of this work are by way of an introduction
which call for further debate; others, in contrast. conclude de-
bates which appear closed, at least provisionally.

I would like to begin by noting the principal debates which
appear closed. The first debate is that concerning the nature of the
relations between ideclogy and the infrastructure in precapitalist
modes of production and the reaffirmation of the problem of
alienation in the capitalist mode. It is on this basis that one must
formulate simultaneously what is the communist project on the
one hand and the Orwellian perspective of 1984 on the other.!3 It
is also in relation to this reformulation that we can consider
closed the false economistic debate concerning the *“transforma-
tion” of values into prices.'* This latter is the debate concerning
the law of accumulation and the status of the value of labor
power. Here again it seemed necessary to distinguish the level on
which the analysis is being conducted: the dialectic of objective
forces (models of accumulation in volume 2 of Capital) and sub-
Jective forces (class struggle) cannot be examined in the same
manner at the abstract level of the capitalist mode of production,
at the concrete level of the capitalist formations of the center



Introduction 7

(where the struggle and alliances of classes must be dealt with),
and at the level of the world capitalist system as a whole. This
formulation resolves the question of international unequal ex-
change by bringing forth the preeminence of world values. At
the same time the question of the critique of conventional
“economics” (and its manner of viewing the problems of money,
the cycle, conjuncture) and of the technocratic technology is also
- settled. A third family of debates equally closed is that concerning
the discussions of underdevelopment. We have now gone far
beyond the gross stupidities of Rostow, both in their American
version and in that of Moscow. We definitely understand the
functions that the periphery has filled in the course of the process
of the worldwide expansion of capitalism, as well as the nature
and the forms of dependence and of unequal international
specialization. '

Those are the settled questions. By contrast the problems
raised in the first chapter of Unequal Development consist of a
systematic statement, of a hypothesis situated in the framework
of historical materialism. It is thus that our system of concepts
must be understood: modes of production, social formations,
articulations of modes and domination of one among them, fac-
tors and domination of one of them, etc. This system seems to
have permitted the reformulation of the problems both of the birth
of capitalism and of its decadence and its transcendence.

The first of our current concerns is the reformulation of the
periodization of the history of capitalism. We see two sets of
periods. One is of expansion (1815-1849, 1850-1870, 1890-1914,
1948-1967) characterized simultaneously by a pattern of accumu-
lation (leading industries, form of competition, status of the firm),
a corresponding type of class struggle and alliances which defines
the nature of political life, a pattern of the system’s expansionism
and of hierarchization which determines the role of the periphery
and the nature of international relations. The others are periods of
crisis and reconstruction {1840-1850, 1870-1890. 1914-1948, 1967
onward}) which constitute the passage from one pattern to
another.

Itis in relation to this problematic of periodization that we want
to view the question of the decadence of the capitalist system and
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of the present crisis. The nature of this decadence and forms of its
expression should be looked for as much in its most recent expan-
sionist phase (1948-1967, which we call the **time of illusions'") as
in the two periods of crisis (1914-1948, and 1967 onward).

The analysis of the current crisis is our dominant preoccupa-
tion. The debate on the alternatives—/984 (in the singular or
plural} versus new openings in the direction of socialism-—and the
examination from this point of view of the strategies relevant to
southern Europe, the Arab world, and Africa are current and
urgent matters. It is clearly to understand this area that Unegual
Development is being completed by a study of the relations be-
tween the capitalist mode of production and agriculture. We pro-
pose then a rereading of Capital (noting that the chapters concern-
ing the rent of land invite the passage from the framework of the
capitalist mode of production to that of capitalist social forma-
tions) and a new critical reading of Kautsky, Lenin, and
Chayanov on the *‘agrarian question.”

The second area implied by the development of historical
materialism concerns the deepening of the examination of the
relationship between ideology and infrastructure. The critique of
Freudo-Marxism and of the Frankfurt School is on the agenda
here.

2. The fundamental question of our time: imperialism

The nature of imperialism constitutes the central question of
our time. This should in fact be the central question for all
proponents of socialism, in the imperialist metropolitan centers as
well as in the dominated peripheries. and should certainly not be
the overriding concern of the Third World alone.

The connection which Lenin established—in Imperialism, the
Highest Stage of Capitalism—between imperialist exploitation
of the dominated peoples and social-democratic ideological
hegemony over the working class of the impenialist centers has
already been forgotten. Social-democratic ideology (social-
imperialist would be a more appropriate term) implies the exis-
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tence of ‘‘socialism’ at home and imperialism abroad. Since
things can obviously not be artificially separated in this manner,
the socialism in question becomes a state capitalism (covering
itself, when necessary, with the cloak of '‘self-management™’)
which is a direct extension of capitalism—it perpetuates the
capitalist division of labor (idealized as a necessity imposed by
the productive forces) and. concomitantly, relations of domina-
tion (witness the permanence of the state) and of the extraction of
surplus labor from the immediate producers. The hegemony of
bourgeois ideology, which expresses itself here in a “*Marxist™
guise, thus makes it possible to associate imperialism with this
“socialism.” It is then alleged that the dominated peoples cannot
initiate far-reaching advances because their productive forces are
net sufficiently developed—revolution can come only from the
working class of the centers.

This view of the world, which is West-centered and linear, is
not only that of the dominant working-class parties of the centers
(socialist and “‘communist’’). The extreme left, crippled as long
as it remains isolated, sectarian, and predominantly inteillectual,
vacillates incessantly between extreme positions, either {even if
this is unconscious) social-imperialist, or (in reaction) ‘“Third
Worldist.”

The “‘left’” version of the social-imperialist position of neces-
sity takes on the appearance of the “*uvltraleftist™* position which
in fact, here as everywhere, links up with the right. It resorts to
the most erudite formulations to deny the fact of imperialist
exploitation. The debate concerning unequal exchange has shown
how words are used to mask realities. There are those who
explain, without sensing how ridiculous and odious their argu-
ments are, that the proletarian in the periphery is “less exploited®
than the worker in the center, although his wage for operating
the same machine and producing the same product (i.e., with the
same productivity} is ten or twenty times lower! They pretend not
to be aware of the mechanisms of formal domination that make it
possible to extract absolute surplus value from peasants trans-
formed into quasiproletarians in their homes.'* They can then no
longer understand that these peoples. by revolting against im-
perialism, have done more to advance the cause of socialism than
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anyone else until now. They smugly denounce these revolutions
as jacqueries with a bourgeois content! At the same time, they
regard any reference to the corruption of sizable strata of workers
in the center as sacrilege—and yet, Lenin used to speak in this
connection of rot and decay.

Others are more naive and continue to view the world as a
juxtaposition of more or less advanced capitalist societies. This
enables them to repeat untiringly: the class struggle before all
else! This banal truth becomes foolishness when they fail to
specify the content of each class struggle, when they refuse to
understand how imperialism determines the framework and the
conditions of class struggle in the center as well as in the
periphery. For the concrete analysis of the contradictions in
the periphery—their relative weights and interconnections, the
evolution of the alliances between imperialism and allied classes
in the Third World—they substitute catch-all slogans which
sometimes have a “*Chinese’” ring (such as ‘‘the struggle against
imperialism passes by way of struggle against the local
feudalists”’—even where these feudalists do not exist!).

The global development of capitalism in an imperialist
framework has decisive consequences for the destiny of
socialism. Most important is the fact that the center of gravity of
the exploitation of labor by capital (and, in the first place. by
monopoty capital which dominates the system as a whole) has
been displaced from the center of the system to its periphery. The
mass of surplus value (in all its forms—absolute and relative,
apparent and masked by price structures) extracted from labor in
the periphery has been increasing steadily since the end of last
century. This simple fact explains why the periphery plays an
increasingly active role in the global socialist revolution, by giv-
ing a new impetus to one of the possible outcomes of the uneven
development of societies: the development of socialism starting
from the lagging zones of capitalism. This is accompanied by the
progressive end of the West-centered outlook, most clearly evi-
denced by the growing detachment of Marxism from its European
historical and cultural roots.

Since socialism is now being impelled from the periphery, it has
found itself under the necessity of coming to terms with funda-
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mental questions concerning the relations between base and
superstructure, between the productive forces and the relations
of production, etc., thus taking the opposite course of the dom-
inant tendency in the center, which is to reduce Marxism to
economism. This development, which signifies the decadence of
the capitalist system in the center, opens the way for an evolution
both of the system itself and of its ideological expressions, an
_evolution which is an extension of the system’s inherent logic.
The capitalism of the monopolies may well be replaced by that of
the state. And this is paralleled by the shift of the old social
democracy toward the new social imperialism, and of the old
social-democratic class alliances to new revisionist alliances.!®
It is not surprising that the repercussions of this situation are
causing the extreme left in the West to react by executing 180-
degree turns. Social-imperialist collusion gives way to Third
Worldist outbursts. For Third Worldism is a strictly European
phenomenon. Its proponents seize on literary expressions, such
as ““the East wind will prevail over the West wind’’ or *‘the storm
centers,”” to illustrate the impossibility of styuggle for socialism in
the West, rather than grasping the fact that the necessary struggle
for socialism passes. in the West, also by way of anti-imperialist
struggle in Western society itself. They sway between extremes
without understanding the crux of the matter—the significance of
imperialist hegemony, Third Worldism is no longer fashionable,
although regressions ought not to be excluded so long as the
prevailing objective situation remains unchanged. This fashion
had its heyday and its missionaries. Because of its European
culture, Latin America was more suited to its penetration—
Spanish and Portuguese are easy to learn, and, moreover, the
closer integration of this continent into the capitalist system was
less unsettling. Sub-Saharan Africa also offered possibilities
owing to the cultural alienation of its ruling classes; the East
remained impervious to this kind of exercise. But in no case was
Third Worldism a movement of the Third World or in the Third
World. Disappointed with the operation, the ultraleft eventually
returned to the fold. The revival of Trotskyism (a permanent
phenomenon} indicates that the lessons of the experience have
been ignored. For Trotskyism remains the twin of social
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imperialism—both are blind to the nature of imperialism and
underestimate its decisive importance.

We utterly reject the false alternatives of Third Worldism or
ultraleftism, whether Trotskyist or sympathetic to Trotskyism (as
in its anarchist or pseudo-Maoist versions). For us, the only
question is this: How, in the common struggle against capitalism,
which is of necessity a struggle against imperialism, can ¢oncrete
class struggles be articulated both in the center and in the
periphery?

In order to pose this kind of question correctly, one must
understand that although imperialism remains the chief enemy.
social imperialism constitutes the chief danger. The division of
the imperialist system into dominating centers and dominated
peripheries has radically altered the problematic of the socialist
revolution. In the centers, it has strengthened the tendency to-
ward social imperialism, i.e., toward an advanced neocapitalism
corresponding to a greater centralization of capital. At the
periphery, where the revolutionary forces are maturing. specific
problems of transition are emerging which strengthen the tenden-
cies toward state capitalism. Under these conditions, every re-
treat by imperialism has an equivocal character since it holds out
the possibility of either of the new alternatives—socialism or state
capitalism.'?

The forces promoting the new class mode of production are
present in the very heart of the anti-imperialist movement. Today
it is no longer possible to view the Soviet experience as an
instance of socialism. The coherence of the system, both on the
plane of its economic base (preservation of the division of labor
and of commodity alienation, centralized management of capital)
and of its structure (preservation of the state, authoritarian police
methods, nationalist and social-imperialist ideological monolith-
ism) should be carefully examined, especially since the attraction
exerted by this mode! remains very strong, in spite of everything,
among the most advanced sectors of the Western working class,
as is clear from the strength of the revisionist communist parties
of southern Europe. At the periphery, forces tending in the same
direction have been active both in the bourgeois nationalist
movement (of which Nasserism was the most coherent expres-
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sion) and in the popular movement {as is evident from experience
and, generally, from the absence of Maoist consciousness in
Latin America). The forces moving in the direction of socialism
have matured significantly only in communist Asia.

Today, as we observe the forces active in the current crisis of
the system'® attempting to influence its evolution in keeping with
their own interests, the alternatives appear ¢learer than ever, It is
in fact possible to envisage three different outcomes to the pres-
ent crisis.'?

The first scenario is characterized by the continued existence of
the imperialist system as the dominant global system. This would
open up a new phase of imperialist capitalist expansion, based on
a reshuffiing of the cards and a new stage in the unequal interna-
tional division of labor’ Social imperialism would remain confined
to the USSR and its satellites and become the strategic ally of
imperialism proper, since ‘‘peaceful coexistence’’ would have
become a strategic factor. Socialism would also be restricted and
isolated in East Asia and in no more than a few countries that
could succeed in using the crisis to detach themselves from the
system. The periphery of the imperialist system would become
subdivided inte ‘‘impenalist service stations™ and ‘'reserve
neocolonies.”” This scenario allows of variants, characterized
either by the reestablishment of a dominant imperialism {doubt-
less American) and the ‘‘compradorization™ of an Atlantic
Europe and of Japan, or, on the contrary, by a certain equilibrium
between several imperialist centers. each with its particular
sphere of influence.

The second scenario envisages social imperialism as becoming
a dominant system. This implies that in the event of a worsening
crisis, power would shift in the direction of the establishment of
national state capitalisms in numerous countries that constitute
the weak links of the present system. In southern Europe in
particular, the formula of ‘*historic compromise’” would become
generalized and enable a revisionist class alliance to replace the
traditional social-democratic alliance. An analogous evolution
would emerge in numerous countries in the periphery. notably in
the spheres of influence of the USSR and Europe. The **national ™
state capitalisms would remain dependent, since they would not
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challenge a certain (unequal) international division of labor within
the social-impertalist system(s). A “*Furafrica’ of a certain type
and neo-Nasserism would then become possible. Here, too, var-
iants can be envisaged, characterized by an equilibrium of
strength between imperialism and social imperialism. The most
probable variant would see the preservation of the traditional
imperialist capitalist system in the United States, which would
unilaterally dominate its sphere of influence: Latin America, and
the English and northern European dependencies.

It is only the third scenario that envisages the possibility of the
socialist system becoming a dominant system, probably in com-
petition with the imperialist and social-imperialist systems. The
respective spheres of these imperialisms would remain relatively
isolated and would. therefore, soon decline. The countries al-
ready engaged on the road toward socialism would begin to be
sufficiently numerous and strong to constitute themselves into a
system. Some of these countries would be developed (southern
Europe?), others would not (many African and Asian countries).
They would certainly be autonomous, yet also have sufficient
solidarity to be no longer dependent with respect to the im-
perialist and social-imperialist centers. The autocentric national
models of transition would be strengthened by transitional recip-
rocal relations allowing groups of countries as well as the
socialist system as a whole to move in the direction of increasing
self-reliance. It goes without saying that this perspective, the only
favorable one, implies as a prior condition a clear awareness of
the nature of imperialism.

The current crisis reminds us forcefully oflhe chief characteris-
tics of the capitalist system in its imperialist phase—the transfer
of the contradictions of the capitalist mode of production from its
dominant imperialist centers to its dominated periphery: the
revolutionary and socialist potential of the struggle for national
liberation; the social-democratic ideological domination of the
working classes in the centers. Accordingly, the socialist trans-
formation of the world may welil continue to be impelled by the
periphery. This is not a question of prophecy, but merely of an
analysis of forces that have been operative for almost a century.
The detachment of the periphery from the capitalist system. to be
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sure, would alter the conditions of class struggle in the center. It
is not excluded that if the current crisis should deepen and lead to
new revolutions in the periphery, the weight of the contradictions
of capitalism would have an impact on the metropolitan laboring
classes such as to radically alter the pattern of the socialist trans-
formation of the world. But we have not reached that point yet.

This analysis is the same as that set forth by the Chinese in their
Stwenty-five-point letter.”” It rests on two assumptions.?® The
first assumption is that the motive force of history in our time is
the anti-imperialist struggle. This is the meaning of such a state-
ment as the states desire independence, the nations libera-
tion, and the peoples revolution. This formulation clearly indi-
cates that the anti-imperialist struggle must become socialist
revolution. It thus elucidates the slogan **Workers and oppressed
peoples, unite?’ which, since the emergence of imperialism, must
replace the older slogan which was confined to the workers. It is
by way of anti-imperialist struggle that, in this century, socialism
has been moving forward. The entire history of the nineteenth
century, on the contrary, was marked by the revolutionary strug-
gles of the Western proletariat—from the English Chartists to the
Paris Commune. But the Paris Commune was in fact the last
instance of revolutionary struggle in the preimperialist epoch.
Viewed in retrospect, the movements of Central Europe, for
which Lenin held such high hopes, were already doomed to fail.?!
Neither the events of 1968, nor the more recent events in Portugal
and Spain, indicate that a revolutionary perspective is possible in
the West. On the other hand, every anti-imperialist struggle in the
Third World has entailed and entails a potential socialist dimen-
sion.

The second assumption of this analysis is that revisionism has
become the chief obstacle to the development of socialism. On
the international plane, the Soviet neoimperialist superpower is
contending for world hegemony with the traditional American
superpower (in a struggle/share the spoils dialectic}, while on the
plane of ideology and of class-struggle strategy, the illusions
inspired by revisionism must necessarily lead to defeats.
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Historical Materialism:
Capitalism and Socialism



CHAPTER 1

Criticism of Microeconomics

The criticism presented below addresses the methods which
claim to base “*development planning” on the techniques of mi-
croeconomic “'project”’ analysis. The theoretical level was sys-
tematically developed in the context of certain activities of the
African Institute for Economic Development and Planning
(IDEP), and is directed at the practical consequences of proj-
ect’” analysis as revealed through empirical African examples.
This criticism attacks the major “financing’” institutions both for
their feasibility studies of development “‘projects” and their
teaching of *‘project analysis.”

The problem is the following: Is it possible to base a “*develop-
ment plan’* on a set of microeconomic choices? Does this method
confine the possible development strategies within definite limits?
More specifically, does planning based on *‘projects” implicitly
involve a particular strategy to the exclusion of any other? Does
the substitution of so-called social profitability criteria for indi-
vidual criteria broaden the scope of the implicit strategy in gques-
tion, and if so, how? Answering these questions involves merely
defining the content of the "'profitability”’ concept.

There are several aspects of the problem, apart from calculat-
ing the strict rate of return, because this calculation is closely
related to all the techniques of business management, including
those of personnel management, organization of work and divi-
sion of labor, job definition, and organization of the hierarchy
(line of command).

All these profitability calculations, from the most elementary to
the most sophisticated. follow the same general outline. On the
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x-axis one puts time—the successive years of the life of a project,
on the positive y-axis the revenue of the firm, and on the negative
y-axis the costs. This kind of graph isolates the firm from its
environment, i.€., from all the other firms in that branch of
industry, from the nation, and from the world system. The logic
of the system then consists in calculating profitability by one
of the following methods.

First method: work out a time preference discount rate R
(according to the apparently commeon-sense adage that “‘a
bird in the hand is worth two in the bush®). The present
Ay

value of sales A for the years 0, I, 2, ete., is Ay + TRt
A, - .

—22___ 4 ete. .. ., while the present value of expenditure B

(I + RY? P P

is similarly By + I EIR T 4]-3211)2 + etc. . . . The gross profit

A - B, N A, - By

I +R (1 + R)?
etc. . . ., which, compared to the present value of the necessary
capital investment, gives the rate of profit of the investment in
question.

Second method: equalize income and expenditure at pres-
ent value and deduce from that the implicit discount rate which
equalizes revenue and expenditure at present value. What are the
implicit assumptions of this method? The first is that we can
distinguish between the firm and its environment, i.e., that the
firm’s revenue and expenditure flows-are independent of the
economic system as a whole. Thus we accept that there is a
microeconomic rationality, and that the rationality of the system
is none other than the sum of the rationalities of the firms. Hence
we accept that the whole—the national system, or rather the
world system—is nothing but the sum of its parts, in this case the
firms, the basic economic units. This implicit principle remains
whether we evalvate the terms A and B at “‘market prices”
(individual profitability) or by means of some kind of **shadow
prices’” (so-called social profitability).

The distinction between the firm and its environment assumes a

calculated at its present worth is Ay — By +
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second underlying principle—that it is possible to distinguish
between the so-called economic operations of the firm and the
other aspects of social life. Now, this distinction is specific to the
capitalist mode of production. It follows that the rationality based
on cost-benefit calculation is always relative to this mode of
production. There is, however, a close relation between
economic operations and other aspects of social life. A good
_example of this is the (frequent) mistakes made by technocrats
and planners when they are dealing with rural life. They make
calculations about the improvement in yields that shouid follow
the introduction of a new input or an increase in the quantity of
work. They then put into effect policies based on the results of
these profitability calculations. In nine cases out of ten they come
up against the resistance of the peasantry. Why? Simply because
they forget that peasants are not enfrepreneurs, and do not sepa-
rate the aspects of so-called economic life from other aspects of
social life. In other words, in the peasant mode of production the
organization of production does not correspond to criteria of
“economic’” rationality but obeys the rules of a higher rationality,
one which incorporates all the elements of social life, economic
and others. For example, peasants might have in mind a long
time-horizon covering their entire lives and even beyond. Their
“economic’’ decisions cannot be separated from their behavior in
connection with the family, as regards the number of children
they want, the organization of marriage and inheritance. etc.!

Let us now suppose that we are able to separate economic life
from social life. We therefore consider that all elements of
economic life have a market value. For those that do not, we will
give them values by comparing them with the market value of
“similar’” goods. Thus we will give a market value to products
consumed by the producer.

Work itself will bé considered as a commodity input “*bought”
by the production unit. Indeed, the economistic language of the
technocrats reflects this way of looking at labor power as a factor
external to the firm: labor power is called a ‘*human resource.”
The term ‘“‘resource” clearly reflects commodity alienation:
human resource for what and for whom? Here, the notion of
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human resources means that people constitute labor power at the
disposal of firms which are abstract beings. But the abstract hides
something concrete, which is the profit on capital. In other words,
these human resources are resources for capital, the dominant
factor in a system in which people are not the end but the means.
It is true that the philosophy at the base of all conventional
economics assumes that there is no contradiction between end
and means, and that the results obtained by treating people as
means of production can be reconciled with primary human aspi-
rations.

Let us now observe how one defines and measures the revenue
and expenditures resulting from the multiplication of physical
quantities by prices. First. we must consider the nature of these
prices in relation to the conditions of competition, for if we look
at the history of the capitalist system, we note that this competi-
tion has gone through at least three phases. and that we may
already be in a fourth.

In the first phase (up to about 1840 for the regions of industrial
Europe and North America where the Industrial Revolution was
being completed), the essential factor was not competition be-
tween industrial firms, but between the newly emerging firms and
the disintegrating craft guilds. It was a period of what might be
called "‘easy competition,” that between different modes of pro-
duction. Its main feature was the unequal development of the
productive forces. In ideologizing competition, this phase of his-
tory is deliberately ignored, although it was decisive in structur-
ing the new society. It was this type of competition that pro-
tetarianized the precapitalist environments, which then provided
the capitalist firm with its labor force, enabling it to expand.

In a second phase (a very short one in the history of
capitalism—f{rom about (850 to L1870 or 1880), we find a type of
competition which is close to what economic theory subsequently
ideologized as “‘pure and perfect competition.”” This period was
characterized by the separation of the processes of production
and circulation. each dominated by independent forms of capital.
Another feature of the period was the lack of individualization of
products and hence a high degree of substitutability between the
products of firms in the same branch.? Under these conditions the
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price is external to each firm, and the decisions of an entrepreneur
have no feedback effect on the price structure. The immediate
reality seems to justify the principle of bourgeois philosophy that
society is the sum of the individuals composing it. The rationality
resulting from individual behavior does not conflict with a global
rationality, which does not really exist except as the sum of
individual rationalities. But although the decision of one entre-
- preneur has no perceptible overall effect, the sum of the decisions
of all the entrepreneurs does: it reproduces the class society.

From 1880 on, we see the emergence of monopolistic competi-
tion, which was analyzed much later (in the 1930s), in particular
by E. H. Chamberlin and Joan Robinson.? Price is no longer an
external datum for the firm; it is the direct result of monopoly
strategy. The monopoly is moreover reinforced by the differen-
tiated nature of the products, in connection with the merging of
production and distribution.

In each of these cases, the theory of microeconomic rationality
is tautological because, whether or not prices are external to the
firm, the monopolies determine types of behavior which react
upon the price system. With competition between monopolies
this tautology explodes: the whole is clearly no longer equal to the
sum of the parts. When conventional theory can no longer ration-
ally assume that prices are given externally, it transfers the
tautology to product specificity. It asserts that products are dif-
ferentiated because the consumers regard them as such. But this
is to beg the question. This approach reflects commeodity aliena-
tion. and clearly shows that society has lost control of itself,
because we know that this specificity is created by the firms. It is
not a datum independent of and external to the productive pro-
cess, but, on the contrary, stems from the nature of the produc-
tive process itself, the result of a strategy based on the need to
make profits. ' '

The first consequence of monopolistic competition is that it
necessarily implies a faster growth of selling costs for the purpose
of creating specific needs. This reduces the profitability of pro-
ducing the goods, because it involves sharing the profits with
firms in the tertiary sector. The second consequence is that an
increasing share of the social costs of monopolistic competition
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has to be borne by the state in the form of infrastructural invest-
ment (for example: the roads needed to make the production of
automobiles profitable). The financing of this government expen-
diture in turn reduces the surplus available for the profits of
production. The third consequence is geographical concentration.
This in turn is related to unequal development on the world scale,
since this model, developed in the center of the capitalist system,
entails a bias in the capitalist development in its periphery.

This bias has very old roots, relating to the historic pattern of
demand rooted in the periphery’s externally oriented economic
formation and the unequal exchange which underlies unequal
international specialization. That is to say, the difference between
the rewards to labor in the periphery vs. the center is greater than
the difference in labor productivity between the two. This makes
possible a higher overall rate of profit in the periphery and on this
basis a skewed domestic market is created. Import-substitution
industrialization then leads to the contradiction that extra-
exploitation creates a limited domestic market and because it is so
limited it cannot fully exploit the potential cheap labor brought
about by proletarianization.

Hence the system implies increasing state intervention in the
periphery to artificially expand this market. But that is not all.
Commodity alienation means that the workers accept their status
as sellers of labor power while as consumers they agree to con-
sider that the goods proposed to them are in fact specific. The
perpetuation of this ideology of commodity alienation requires in
the center of the system both relatively full employment and a
continuous increase in real wages, which in turn makes possible a
growth based on this model of development through the enlarge-
ment of the market.

So the price structure is by no means the result of various forms
of competition. The price structure is a global datum; it is not the
result of the individual behavior of firms, even under **pure and
perfect” competition. Sraffa brought out strikingly the internal
contradiction of the logic of marginalism, the tautology on which
it is based. He showed that the price structure uitimately de-
pended on the level of real wages, i.e., on how the total income is
shared between the remuneration of labor and the output of that
labor.* Neither the structure of relative prices, nor the allocation
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of capital between the different branches of production to meet a
demand pattern corresponding to the pattern of income distribu-
tion, depend in any way on the conditions of competition, They
depend ultimately on the rate of exploitation of labor. It follows
that any economic practice based on prices external to the pro-
duction units involves reproducing its own conditions, i.e., re-
producing the pattern of overall income distribution and hence
the pattern of demand and of the resource allocation among the
different branches.

Having considered the prices of commodities, let us look at the
prices of the ‘‘factors’™ of production.

The price of land. The firm buys or rents a piece of land and
settles on it. This is an essential problem not only for agriculture,
but also for a large number of other activities in connection with
monopolistic competition and the organization of space deter-
mined by it. This organization of space in an urban agglomeration
has its own apparent *‘rationality”’ which depends on the pattern
of demand and hence ultimately on income. It is also essential
because of the decisive aspect of housing in the value of labor and
the pattern of income and demand. Here, however, economic
activity is faced with the class monopoly of landownership, i.e.,
with the fact that certain social groups have the monopoly of
access in a given area and that they charge for this access.
Chayanov and Von Thunen have shown that this monopely had
an effect on the structure of activities and prices. Von Thunen
showed that the use of land is not the same if one assumes private
ownership of it (ground rent and price of land controlling access
to it} or public ownership with-the land being made available to
capitalist entrepreneurs. He showed that this (landlord) class
monopoly was a handicap to the development of capitalist ration-
ality, which aims at maximizing the rate of return to capital on the
basis of the exploitation of labor power without the intervention
of other factors. We can thus perceive the capitalist nature of
social-democratic reforms based on the municipalization or
nationalization of the land.®

The price of raw materials. Raw materials prices cannot result
directly from consumer preferences, in accordance with current
ideology, because these commodities are not final consumption
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goods. To deduce their value from that of the consumer goods
which they make it possible to produce is highly tautological—the
utility of the inputs will be determined by that of the outputs
which itself depends on the value of the inputs.

Furthermore, the price structure of raw materials is by no
means independent of the structure of the world system, i.e., of
the unequal international division of labor. This structure repro-
duces unequal exchange: the difference between rewards to labor
within a branch (distributed over the world system) is greater than
the difference between productivities. It also reproduces the con-
ditions of unequal access to natural wealth. This is the root of
many “‘environmental’” problems, such as the depletion of
natural resources, since access to the use of natural resources is
not homogeneous throughout the world.¢

Capital and labor. As in the case of raw materials, to expiain the
value of capital equipment by the value of the goods it produces is
to be caught in a vicious circle. The ltast refuge of conventional
economics 1s the myth of the productivity of capital. It is indeed a
myth because to consider wages as given for the production unit
is t0 accept from the outset the essential logic of the capitalist
mode of production which reduces the worker to labor power, the
precondition for all rationality in microeconomic calculation. It
then follows that the productivity of labor in given conditions
(operating a given type of capital equipment) appears as produc-
tivity of capital. This is the other side of alienation. When one is
writing, is it the hand that writes or the pen? The correct answer
is that it is a false problem, badly put because actually one writes
with one’s hand with the help of a pen. The pen by itself, being an
inert object. is not capable of writing. This is the same kind of
problem as the one about the sex of an angel. During the Middle
Ages this question, in line with the logic of the prevailing ideol-
ogy. was debated at length. The productivity of capital is the same
kind of question with regard to the economistic ideology of
capitalism: we are asked to separate the productivity of labor
from that of inert capital equipment. As if machinery. without the
worker to operate it, could produce anything; and as if the worker
could also produce anything with no machinery, no tools, no raw
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materials—out of a void and in a void. It is quite obvious that the
productivity of labor is conditioned by the level of development
of the productive forces, because labor operates specific objects
and instruments of labor. To separate the two “‘sources’ of
productivity presupposes and reflects a class division, without
which the system itself has no logic.

Thus the microeconomic rationality on which *‘cost-benefit”
- analysis is based is not independent of the social system, it is not
“neutral”’ with respect to that system. On the contrary, the
relative price structure depends on all the basic social
phenomena—first and foremost on the rate of exploitation of
labor by capital. It also depends on the sharing of power on the
world scale (which determines the unequal international division
of labor). just as it depends on the relations between capital and
landownership. To *‘plan’® on the basis of the criteria of this
rationality is to agree to reproduce this social system. Now, “‘to
plan development™ cannot but call into question the unequal
international division of labor and involve the transformation of
class relations, etc. Hence it is impossible to do it on the basis of
microeconomic rationality. For example, a land reform does not
only alter the distribution of agricultural income, it changes the
relations between capital and landownership and thereby a whole
series of data which determine economic choices.

This fundamental criticism applies to any form of project
analysis. whether this analysis is confined to **market prices’ and
relates solely to the point of view of the firm, or whether, by
introducing *‘shadow prices.” it claims to rise to the level of the
community. It is the basic method which is questionable.

Let us then return to the rationality of the individual *‘cost-
benefit”" calculation. The entrepreneur incorporates some finan-
cial costs into the firm’s “*costs.” In order to function, the firm
needs its own capital on the basis of which it can call upon outside
financial resources in the form of borrowing. It has to remunerate
this borrowed capital. The “‘rational’ entrepreneur seeks, natur-
ally, to maximize the rate of profit of the firm's own capital, and
not that of the total capital involved. Now, how is the division
made between “own funds™ and funds borrowed for a firm or a
branch of industry? On what do these proportions, which vary
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from one firm to another, from one country to another, from one
period of history to another, ultimately depend? They depend on
competition between capitalists, i.e., they result from the fact
that capital is not perfectly centralized, that there is no single
capitalist who has all the capital and who allocates it to different
economic activities according to a single criterion of rationality,
but that in reality some capitalists or financial groups control
some sectors of equity capital. Each one will therefore try to
preserve and extend his sphere of control. Each of them knows
that in a given economic situation, going beyond a certain propor-
tion of borrowed capital means losing control of the firm. Here we
have again a purely social factor, of the same kind as the ratio of
wages to profits. This latter dominant social factor reflects the
fundamental class division (bourgeoisie and proletariat), whereas
here we are concerned with the division within the bourgeoisie,
which also determines economic *‘rationality.”

If we now consider collective *‘rationality,”” we have to take
the state into account. The firm pays taxes, which it regards as
costs. Economistic ideology thinks it is taking this fact into ac-
count by the commonplace observation that taxes are intended to
cover “‘collective™ needs. Once again this is a pure tautology,
dispensing with a social analysis which relates the nature and
functions of these “‘needs” in the overall reproduction of the
system to the class struggle, class alliances, and so on.

We now need to go a little further and examine four sets of
problems: (1) the meaning of technological “*choices™; (2) the
length of the period on which economic decision-making is based;
(3) the meaning of the international division of labor; and (4) the
naiure of the systems of organization of the firm and of work in
the service of so-called efficiency.

First, let us look at the problem of technological choices.
Cost-benefit calculation assumes that there is a technology ‘“ex-
ternal’ to the firm which makes a choice between various **pos-
sible”’ technologies. This assumes not only that science is univer-
sal, but also that this science is being applied and engenders a
technology independent of the social system of the firm and of
competition in its specific functioning. Nothing is further from the
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truth. For example, monopolistic competition simultaneously
covers the invention of new pseudoproducts, i.e., the creation of
“specific’” use-values, and the procedures used to substantiate
this pseudospecificity on the basis of a given structured market.
We know that this so-called research and development technique
is directly controlled by the large monopolistic firm, and that it
has no autonomy with respect to the overall data.

Second. consider the problem of “economic” time. What do
we mean by a rate of return—in the alienated ideological terms of
“time preference’” on the order of 7 to 15 percent? A rate within
this range means that the time-horizon of the economic decision is
very short, because at the rate of 7 percent per year the value is
reduced by half in ten years, and at the rate of 15 percent, in less
than five years. If the rate of economic growth is on the order of 4
percent a year and that of the progress of productivity between |
and 2 percent. it becomes impossible to make any choice which
could envisage a time-horizon of more than ten to fifteen years at
the most. And it is an observed fact that the capitalist firm does
not plan its economic decisions for more than about ten vears
ahead. Even the multinational firms in the most powerfut fields of
mining or oil extraction, which are the best equipped for tong-
term forecasting and which should take into consideration tong-
term elements such as the depletion of natural resources,
technological progress. and the alternative development of other
resources, do not consider a policy for a time-horizon beyond
about fifteen years. This very short horizon for “*economic time™’
is extremely s¢rious, because many other aspects of social life are
determined by an infinitely longer time-horizon. It is characteris-
tic that. in the capitalist system, the only sector which considers
decisions over a longer time is the military sector. This is be-
cause, in this field. there is a need to consider the evolution of the
international balance of power over a long period; it is a question
of the survival or, at least, of the place of the nation in the world.
This is something too serious to be left to short-term interests.

We can take another example of the contradiction between the
short time-horizon of *economic rationality™ and the longer ones
of social life: education and training.” Education and training
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shape individuals and determine their social status for almost
their entire lives. Of course there are opportunities for social
mobility, though more or less limited; but the principle on which
we live is that the training acquired during the first twenty-five
years of life determines almost the whole of a human life. and
probably beyond, because social position largely determines the
conditions for the education of the person’s own children. How
then, is it possible to determine an education **policy’” either at
the national level or at the individual level if the time-horizon of
economic knowledge does not exceed fifteen vears? This is the
conflict at the root of the contradiction between, for example, the
pressure for school education and the objective needs of the
system in the underdeveloped countries, just as, more generally,
it is a conflict between the logic of education and ‘that of the
economy in the developed capitalist countries.

Third, there is the matter of the unequal international division
of labor. This means that the products both on the cutput and the
input side tend to be worldwide commodities. Under these condi-
tions the overall pattern of the firms’® economic choices is not at
all independent of the international division of labor and particu-
larly of that which involves the opposition between the center and
the periphery of the system. These choices in turn reproduce, by
exiending and developing it, an unequal structure of the interna-
tional division of labor.

The fourth and last consideration is the organization of work,
the definition of jobs, the definition of the organization chart, and
the structure of the division of labor within the firm. The conven-
tional ideology presents these *‘techniques™ as rational means
intended to improve the efficiency and the productivity of the
economy. This is a myth, as is shown by the example of the
working-to-rule strike mentioned by Yvon Bourdet.? In this Kind
of strike the workers paralyze production by strictly applying all
the regulations made presumably with a view to improving the
efficiency of the firm. This observation shows that the regulations
in question are based on an ideology which opposes and separates
policymaking work—regarded as superior—from the work of
execution. But this separation is not efficient. Actually it per-
forms an essential ideological function which is to justify the
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superiority of policymaking work, the division of labor, the
hierarchy which ensures domination by capital, as conditions for
the exploitation of labor. .

Because conventional theory ignores the concepts of abstract
labor and concrete labor and considers only the immediate ap-
pearance, it does not see that its measurement of the efficiency of
the organization and of the division of labor is perfectly tautologi-

-¢al, because it is based on the hierarchy of payment which reflects
this same division of labor.

One last point: What are the prospects of the system and how
are these prospects likely to affect the status of micro-economic
rationality? We can start here by noting the new industries
(atomic and solar energy, automation of the production processes
of the manufacturing industry by electronics, conquest of space,
exploitation of the resources of the sea, genetics, and production
of synthetics} which could become the leading industries of a
subsequent phase of expansion replacing the leading industries of
the period which is ending {consumer-durables. the favorite field
of monopolistic competition). Next we can envisage two extreme
maodels of international division of labor (and the whole range of
possible combinations between these extremes). In the first
model, we imagine the concentration of new leading industries in
the center, with the currently classical industries relegated to the
periphery and exporting to the center. At the other extreme, we
imagine the concentration in the center of all the new industries at
the same time as the “classical™ types of production are main-
tained for the domestic market of the center; the periphery would
than be almost totally marginalized. The tendency will be toward
one or other of these alternatives depending on how things go
during the present crisis with the main political struggles—class
struggles and international struggles which are their extension
(i.e., conflicts between the various imperialisms with respect to
their strategic positions in the new international division of labor,
conflicts between countries of the periphery and countries of the
center concerning the prices of raw materials, strategies de-
veloped by the periphery to seize control of certain industries,
etc.}. None of the “'project choices™ will be meaningful except in
relation to this perspective. '
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We must next examine the forms of competition likely to cor-
respond to this basic change in the range of key industries. For
these new leading industries we shall probably see a centraliza-
tion of capital such that even the most powerful contemporary
firms will prove incapable of coping with the massive financial
requirements of this basic change. No doubt the state will have to
replace the firms. The system tends towards state-run industries,
as a means of overcoming the growing contradictions emerging
from the development of the productive forces. Capital, having
expropriated the producers, in its turn expropriates the capitalists
and substitutes for them abstract capital—the state. Under these
conditions competition would become mainly a competition be-
tween states, and it would bring to bear political and military
resources just as much as the economic resources corresponding
to the previous forms of competition. We see something like
George Orwell’s world of 1984 emerging from these develop-
ments. In this world, rationality is shifted from the economic
plane to the political plane. For example, the unequal interna-
tional division of labor would no longer be justified in
“economic’’ terms—as is claimed by the current ideology which
stresses the relative scarcity of the various factors of production:
capital and labor—but in *‘national”’ terms, of a racist type.

Thus we find at the end of the evolution the fundamental
analysis of Marx, according to which the contradiction between
the continnous development of the productive forces and the
constrained relations of production based on exploitation neces-
sartly leads to one of two alternatives: socialism or barbarism.
Either one departs from the logic of the capitalist system through
a socialist revolution; or one remains within the logic of alienation
and exploitation and goes on from the economistic alienation,
which has so far characterized capitalism, to a *‘neoreligious’ or
“‘neonational” alienation in which the new “‘rationality” would
be expressed in terms of inequality between peoples.

As a result of this criticism, the merits of microeconomic ra-
tionality boil down to very little. This rationality does not extend
beyond the particular social system; it is entirely determined by
class relations: the rate of exploitation of labor, the relations
between capital and land ownership, the internal relations of
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competition between the different segments of the bourgeoisie,
the unequal international relations, and, finally, the sum total of
the social relations of struggle and alliances c¢rystallized in state
policy. The very short economic time shows that microeconomic
rationality does not permit of anything other than the reproduc-
tion of these relationships.

We néed here to specify the two frontiers of this rationality

" which is limited by the reproduction of the system that it presup-
poses. The first relates to the fact that the development of
capitalism is not linear, but constituted of homogeneous phases of
expansion and phases of structural crisis. The phases of expan-
sion are homogeneous because of the leading industries which
determine them, the functioning of competition, the fundamental
class alliances (particularly as regards the relations of the
bourgeoisie with the landowners), the conditions of the interna-
tional division of labor, etc. Under these circumstances, mi-
croeconomic rationality may be impressive. But in the phases of
structural crisis, when the very social bases of reproduction are
being changed, this rationality loses all meaning.

This rationality is similar to that of mechanistic economic pro-
jections: they too are meaningless unless they fall within a phase
of homogeneous expansion. Although, within a phase, the
technocrat ‘appears to be a powerful individual capabte of fore-
casting. he commits absurdities if he prolongs the phase beyond
the point where it loses impetus. The projections of Herman
Kahn, based on the rates of growth of the last twenty years and
extended over a further twenty years, have led to absurdities that
are quite obvious today. This is because, at the very time when
Kahn's work was published, the crisis had already started, and it
upset all the assumptions of this eminent adviser to the U.S.
government. _

In a period of structural crisis, politics gains the upper hand.
The class struggle becomes more acute, thus annihilating the
claims of microeconomic rationality and the macroeconomic pro-
Jjections of technocrats. At such times the woolly speeches of a
head of state are richer and more illuminating than all the subtle-
ties of ‘*‘economic science.”

The second frontier of economic rationality is the one that
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appears on the horizon as and when the centralization of capital
leads to the nationalization of the leading sectors of the capitalist
economy.

Substituting **shadow prices” for market prices does not give a
new dimension to microeconomic rationality: on the contrary, it
reduces its scope still further. The calculation of the rate of return
to the firm has at least the advantage of describing, even if it does
not explain, the facts. The so-called collective rate of return loses
this descriptive quality and accentuates still further the ideologi-
cal content of the microeconomic method.

The shadow prices suggested must be chosen with reference to
a system of comparison. Thus a development strategy is surrep-
titiously slipped into a method which claims to be neutral and
objective. Obviously the “*opportunity costs” are those of the
international market—they are the only ones that exist—and this
will always automatically imply a strategy of integration into the
world system. Yet underdevelopment is nothing but the result of
this integration, so the introduction of these shadow prices not
ounly does not improve the method, but makes it even worse: the
state is asked to intervene so as to speed up this integration by
reducing the frictions which hamper it. The choice of shadow
wages for labor is an example. Zero shadow wages, or at least
wages lower than the real wages of unskilled labor are proposed,
on the pretext that this labor is in abundant supply. This is done
despite the fact that since this laber is nationally located there is
no international price. The method proposed is merely the
rationalization of the logic of international integration from the
angle of reproducing the inequatlity in the international division of
labor, since the “*abundant supply’” of labor is precisely the result
of this integration.

Thus the apparent improvements introduced by shadow prices
are actually a worsening of the ideological nature of the method.
For example, the World Bank, when it distinguishes between the
collective rate of return and that of the firm, excludes from the
costs and profits both private (borrowed capital} and public (taxa-
tion) financial transactions.

What is the significance of all this? Very simply, that the as-
sumption is made that the centralization of capital is completed. It
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is indeed a “‘collective™ rate of return that is involved, but the
reference community here is not society {(the workers) but
abstract capital. Priority is given to the rationality of 1984 over
that of the present capitalist system, still “‘immature.”” At the
national level, this amounts to transcending the internal con-
tradictions of the bourgeoisie {competition between capitalists),
while maintaining the principal contradiction (the exploitation of
_labor). At the international level, it amounts to transcending the
“national conflicts’” (stemming from the unequal division of
labor) for the benefit of capital in general, i.e., specifically that of
monopoly capital which dominates the world system.

But, one might say, the shadow prices need not necessarily be
chosen in this way, They can be fixed arbitrarily. When it gets to
this stage, there is no longer any logic, not even formal logic—we
have no further framework of reasoning. There is still a system of
shadow prices which makes it possible to **demonstrate’” that the
priority investment in a very poor country is a marble palace for
the president. We can justify absolutely anything: the priority of
food-crop agriculture, or export agriculture, or light industry, or
heavy industry, anything. One totally evades the nature of the
contradiction between different lengths of time, the contradiction
resulting from the initial sharing of the product between wages
and surplus value, the contradictions of real competition between
the types of capital resulting from the fragmentation of the control
of capital, etc. This is no longer even a technique, but a pure and
simple fraud which is used to hide the real logic of the policies
advocated.? For it is better to be aware of what one is doing, i.e.,
incorporate the analysis of contradictions into the decision-
making procedure, than to abandon all awareness by launching
into exercises of artificial calculation so as to achieve a predeter-
mined result, '

Microeconomic rationality oscillates continually between these
two extremes. It is either a technique, for measuring individual
profitability—a description of behavior without explanation—in
which case, despite the sophisticated apparatus, it is no more
than common-sense accounting; or, if it has some pretense at
theory, it abandons this common-sense accounting and becomes
ideological trickery.



CHAPTER 2

Capitalism and Ground Rent

Before discussing the domination of capitalism over agricul-
ture. we should agree on what capitalism is. It does not come
within the purview of conventional economics or sociology. 1t is
possible to get as far as a doctorate in social science in the United
States without knowing that one lives in a capitalist society! The
basic concepts of social science are ahistorical: the three **fac-
tors’” of production {nature of land, capital-—synonymous with
production equipment—and labor) are combined in an infinite
number of ways, always according to the well-known technical
formulas of the society under study. Social science is not based
on history, and even when history is not reduced to a direct
sequence of events, it does not go bevond a comparative descrip-
tion of institutions and of social. moral, political, or aesthetic
ideas. Sociology is grafted on to this shapeless mass; its aim is to
examing, in terms of functionality, whether parts of social life.
taken at random, are satisfactory or not. It is a risky proposition
to study the birth and development of capitalism within this
framework: if capitalism is confused with the use of the (so-
called) factor capital, i.e., tools, then it has always been in
existence. It is also often confused with commodity exchange. As
a result, to some people a study of the development of capitalism
in a particular sector boils down to a quantitative measure of the
increase in capital equipment and of the expansion of trade.

To have a clear understanding of capitalism we must. from the
start, look at social science from a different viewpoint. based on
the concept of the mode of production. '

37



38 :!mperialism and Unequal Development

Here also, unfortunately, a common and highly empirical ap-
proach is too often adopted. For it is obvious from everyday
experience what a capitalist enterprise is: an autonomous unit of
production, privately owned and extensively equipped with pro-
duction means operated by wage labor. As we discussed in the
previous chapter, capitalism is then reduced to the sum total of
these capitalist enterprises. Similarly, in agriculture, production
is capitalist if it uses a large amount of capital equipment and
wage labor. The extent of agrarian capitalism will therefore be
measured by the size of the wage-labor force and the degree of
mechanization. This is better than confusing capitalism with
commercial retations, but it is still very inadequate and can lead
to serious mlsmterpretatlon

Let us examine the concept of the mode of production.! A
production mode is defined as an equation, with two opposing
classes: in the case of capitalism, bourgeoisie and proletariat, i.e.,
owners of production means which are themselves the product of
social labor (equipment which becomes capital) and sellers of
their own labor power. In the capitalist mode: (1) the entire social
product assumes commodity form; (2) labor power itself is a
commeodity (labor is mobile); (3) capital, which is a social relation,
is embodied in capital goods which are also commodities (capital
is mobile). From this, it can be deduced that: (1) the ideology
characteristic of the capitalist mode is economism, since the
extracted surplus—fruit of the surplus labor of the proletariat, or
surplus value——is masked by a proportionate redistribution to
fragmented capital (surplus value takes the form of profit, and
capital appears to be productive); (2) hence, the alienation
characteristic of capitalism is commodity alienation (especially
since the domination of nature is overcome); (3) the economic
factor is not only determining in the last resort but is also domin-
ant.

In contrast, in the tributary modes of production that dominate
the history of precapitalist societies, the equation opposes peas-
ant producers (organized in communities) to a state ruling class in
control of access to the land. Landownership by the peasant
communities (and/or by their members) is superimposed with that
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by the ruling class {and/or the state and its various constituent
parts). The extracted surplus, here taking the form of a tribute
(feudal ground rent corresponds to the feudal type of tributary
production modes), is clearly obvious and variable, since it de-
pends on the unequal generosity of nature {(nature's domination is
indeed quite marked). It can be deduced from this that: (1) neither
the social product nor the surplus (except possibly a fraction of it,
if one assumes trade relations between several tributary soci-
eties), nor labor power is a commodity; (2) the dominant ideology
and the alienation are of a religious nature; (3) the ideological level
is dominant but the economic level is as usual determinant in the
last resort. .

It must also be remembered that concepts of the mode of
production, the most abstract in social science, form the basis of a
second set of concepts relating to social formations, and of vet a
third set relating to the systems of social formations linked with
one another through trade relations. The social formation—a
structured combination of several modes of production, domi-
nated by one of them—implies that there is substance to the
description **dominant mode of production.” Domination should
not, under any circumstances, be reduced to the statistical pre-
dominance of one form of economic activity. The concept of
domination is very precise and includes: (1} domination by the
fundamental law of the dominant mode, which determines the
conditions of reproduction of the entire formation (thus, for
example, the law of capitalist accumulation determines both the
conditions of reproduction of capitalist society, and all the com-
plex relations between tts various parts, including a capitalist
industrial economy and a peasant economy; (2} the consequent
transfer of a portion of the surplus generated in the dominated
modes to the dominant mode (thus, for example, the transforma-
tion of a portion of rent into profit); (3) the political supremacy of
the dominant class in the dominant mode, the other dominant
classes being, at best, reduced to the status of allies; (4) the
supremacy of the ideology of the dominant mode.

We have distinguished between capitalist and precapitalist
formations, pointing out that the fundamental law of the capitalist
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mode has the inherent tendency to bring about the disintegration
and disappearance of the other modes, while this was not the case
in the precapitalist formations. The capitalist formations tended
to become homogeneous, to be reduced to the capitalist mode,
while the precapitalist formations remain heterogeneous. The
implication is that the dominated modes in the capitalist forma-
tions, insofar as they still exist, are profoundly impaired, trans-
formed. distorted, and sometimes deprived of their substance. It
will be seen that this point is fully substantiated by an analysis of
the retations between industry and agriculture or between domin-
ant capitalist country and dominated agricultural country. As the
debate between Lenin and Chayanov shows, there is a specific set
of problems that resuits from the clash between this tendency
toward homogeneity, on the one hand, and the manifestation of
domination by the capitalist mode over the other modes, on the
other.

The social formations are, for their part, seldom isolated. There
are systems of social formations. In the precapitalist world in
particular, it often happens that a portion of the surplus generated
in the various formations circulates; this is the root of the problem
of long-distance trade which is of great import to some civiliza-
tions {e.g., Greece, the Arab world, and the Sahelian savanna).
The nature and status of precapitalist commercial profits are a
category of profit distinct from commercial capital.

A special feature of our contemporary world is that it consti-

~ tutes a single system of capitalist formations characterized by: (1)
the wniversal nature of commodities—in other words, the supre-
macy of world values (a more accurate expression than interna-
tional values) over national values:; (2) the universal nature of
capital, i.e., its international mobility; and (3) labor markets per-
sistently confined within national boundaries—in other words,
the very limited international mobility of the labor force. In addi-
tion, we must draw an important distinction between two groups
of capitalist formations: the mature, dominant, central forma-
tions, and the immature, dependent, peripheral formations.

Because of this, the question of international relations between
the center and the periphery (commodity trade, capital flows,
technological flows, political organization and stratification,
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ideological currents, etc.) must not under any circumstances be
treated lightly or ““in parts,”” or too hastily compared with the
problem of relations within the systems of precapitalist forma-
tions.

It is necessary to make one last methodological observation,
We have so far considered only two class modes of production,
capitalist and tributary. There are of course many others: (1) the
slavery-based mode of production. regarded as an exceptional
mode, particularly within highly developed mercantile forma-
tions: (2) the simple commodity mode, widespread but only dom-
inant in exceptional cases (for example, in colonial New Eng-
land); (3) the interrelations between these modes and the domi-
nant tributary modes of precapitalist times; (4) the range of tribu-
tary modes, those referred to as “*Asian,"” *‘African,” and feudal
(which in my view belong to one and the same family comprising
a mature central type—China and Egypt), and the peripheral
types (in particular, Western European and feudal Japanese). So
far, we have not mentioned a peasant mode of production (singu-
lar or plural} since it raises very important questions that will be
dealt with in our discussion of peasant societies.?

Returning to the capitalist mode, the immediate difficulty one
meets in studying its relations with agriculture derives from the
fact that the concept of capitalist mode does not take into account
control of the soil, that is, access to the bounty of nature. In fact,
in the capitalist mode there are only two classes, bourgeoisie and
proletariat, and two “‘incomes,” profits and wages. In other
words, in conventional economics there are two factors of produc-
tion, capital and labor. Hence there are no landowners. no rent,
no factor termed **nature’” or “'land.”’ Would this be a simplifica-
tion, land being also capital, rent also profit (from ‘‘land-
capital’’), and landowners a special type of capttalist? Undoubt-
edly not, although the précapitalist categories in question (landed
property, landowners, and ground rent) take precisely the form
mentioned. owing to their distortion through domination by the
capitalist mode, as we shall see.

We must first clear up one possible misunderstanding. Any
agronomist would disagree, justifiably, if agricultural land were
called a virgin portion of nature. Agricultural land is the product
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of human labor repeated over successive generations. For the
peasant, land is not different from the plough or the cow: it is an
instrument of labor. Moreover, no productive process takes place
in a void; it always calls into play the forces of nature: the
windmill is driven by the wind. biological laws are instrumental in
the growth of plants. the laws of chemistry operate to combine
iron and carbon to form pig iron, etc. Finally, there is practically
no economic activity that does not involve a geographical ele-
ment, a necessary location: the factory takes up ground space,
the doctor must have an office, and even a peddler uses the
streets.

But the problem does not lie here. It is not a question of
knowing whether **nature’” exists or not; it certainly exists. There
is no doubt that the forces of nature intervene in the productive
process. The question is to know the social conditions that govern
the right to use these forces. This right is seldom really free—
even the grazing land used by a tribe of nomadic herders is
forbidden to others, although the sea is open to any fisherman,
and the lands of the American West were for a long time open to
all those who could slaughter the Indians occupying them. In
precapitalist societies, agricultural land was essential and access
was strictly controlled by the society. Whether access was open
to all or restricted to some (to the members of a clan. for exam-
ple}, whether it was free or subject to the payment of a tithe or
rent of some sort, it was always controlled. In contrast, tools
were rudimentary and of secondary importance. It is no longer
the same with the modern capitalist farm. as we shall see.

On the other hand, in the capitalist industrial enterprise the
capital equipment is essential, while the ground is of secondary
importance. Moreover, if the capitalist must purchase the land or
pay rent, it is because when capitalism came into being, land was
already an object of appropriation and subject to rights. **Capi-
tal” is essentially embodied in the means of production, them-
selves products of social labor. In order to understand the
capitalist mode, it is essential to distinguish between Department
[ (capital goods production) and Department Il (consumer goods
production), between bourgeoisie and proletariat, between
surplus value and the value of labor power, including their many
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deceptive forms: profits and wages or savings and consumption.
How then does this abstract capitalist mode, without any historical
background or territorial basis, interrelate with the production
mode from which and within which it has its real historical origin?
That is the question, and that is the correct way to bring land-
ownership and rent into the analysis of the capitalist formation.

1. Rent and the ownership of the soil: going back to Capital

Marx’s Capital has been the subject of a flood of written com-
ments. How to reconcile volume 1 with volume 3, how to trans-
form values into production prices and surplus value into profits;
how to reconcile the two antagonistic classes—bourgeoisie and
proletariat—and the *‘trinity formula’ at the end of volume 3?
Discouraged, many writers have given up or have resorted to
eclecticism, have reconsidered the marginalist **contribution’” or
have revised their conception of social classes. It was easy to
argue that only volume | appeared during Marx’s lifetime and that
the other two, uncompleted drafts, remained as they were be-
cause Marx had found no solutions to the questions raised above.
1 do not share this opinion and believe that the order of the three
books, as well as the way the questions are put, are carefully
thought out and are significant.

The first two volumes deal with capital and labor alone and
consider capital in its broadest sense, that is, in its social form and
not in its component parts., Volume 1 contains only the most
essential concepts, hence the most abstract and least empirical
ones: the fetishism of commodities and the dialectics of value,
social capital as a relation between classes, and labor power as a
commodity. These concepts suffice for an understanding of the
essence of the capitalist mode, the surplus characteristic of this
mode, and the way it is generated, precisely by contrasting it with
the one which historically precedes it. This explains why the
general law of the capitalist mode, i.e., the law of accumulation,
is formuiated in this volume, together with its historical
genesis—primitive accumulation. No additional concepts are re-
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quired to answer these three essential questions: What is
capitalism? Where does it come from? Where is it heading?

The commodity is the key to the system: it is the medium of
exchange-value: it conceals use-value; it is fetishized. Contrary to
Althusser’s view that the “"mature’ Marx abandoned the theory
of alienation, we believe that Marx, going beyond the critique of
humanism formulated by the young Hegelians and by Feuerbach,
had discovered that alienation changes its form and its sphere
with the development of capitalism. Until then it is based on
religion, since society is still ruled directly by nature; it becomes
commodity alienation as soon as the development of the produc-
tive forces free society from this dependence on nature by sub-
Jectmg it to another form of dependence. that is, on 1t5 own

“‘economic laws."?

Labor power reduced to a commodity is the second key to the
'system. This commodity., whose use-value has the property of
producing more value than it itself consumes, enables us to dis-
cover the source of the surplus (the surplus labor of the pro-
letariat). to understand its specific form (surplus value), to define
productive labor (productive of surplus value), to uncover its
appearance (that of the productivity of capital), and to grasp the
nature of the ideology of the capitalist mode (economism) and its
relations with the base (the latter’s dominance).

Hence capital appears primarily as a relation between social
classes: it exists only because one class controls the means of
production while the other class sells its labor power. Capital is
‘therefore an overall social relation involving the whole society,
Empiricism views capital from the angle of immediate phenom-
ena: the equipment in which it is embodied, the individual produc-
tion units where the equipment is instatled. The microeconomic

- approach of conventional economics simply refiects its inability
to understand that the whole is greater than the sum of its parts.
Marx begins with the whole.

Volume 2 is a logical continuation, a step closer to the con-
crete. With these concepts established, Marx is able to formulate
the model of the reproduction of the system in terms of quantita-
tive relations, between constant capital and variable capital (the
organic composition of capital), and between the latter and
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surplus value (the rate of surplus value). We have used this
framework to reformulate the question of the relation between the
objective forces (the law of accumulation) and the subjective
forces (class struggle) at the fevel of the world capitalist system,
that is. within a system of capitalist formations characterized by a
compartmentalization of labor markets. Raising the question of
international irade (unequal exchange) appears to us the only
correct way to bring circulation and production into the reproduc-
tion process to form a comprehensive whole. -

1o volume 3, two further steps are taken toward the concrete.
The first is to apalyze the redistribution of surplus value among
the components of capital and the second is 10 analyze its redis-
tribution between the capitalists (profit) and the landowners
(rent). At this point the transition from mode of production to
social formation begins and the question of class alliances is
introduced.

Ladislaus von Bortkiewicz is no doubt the first author to have
systematically studied these two questions raised in volume 3. As
Luca Meldolesi remarked in an account of the work of
Bortkiewicz,* the latter was not concerned with a “*correct” and
“complete” formulation of the ‘‘trapsformation™ problem, but
rather with examining the consequences of his formulation on the
central themes of Capifal. In doing this, Borntkiewicz dem-
onstrated in detail what Sraffa was to rediscover fifty years
later: that profit would not exist without surplus value and that
the attempt to find a different basis for profit (as in the work of
Béhm-Bawerk and Walras, of which Bortkiewciz wrote a funda-
mental critique) was based on a tautology. Bortkiewicz also found
that the rate of profit depends on real wages and on the productiv-
ity of labor in the production of both wage-goods and the inter-
mediate goods which directly or indirectly enter into their produc-
tion, excluding luxury goods (and gold). On that basis, he refor-
mulated the question of technical progress and its effects on the
rate of profit.

We have seen that the inequality between the rate of profit and
the rate of surplus value is necessary to explain the hidden nature
of the **economic laws of the market.” the basis of the economic
alienation inherent in the capitalist mode and everything related to
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it (the dominance of the economic plane), We have also seen that
the conflict between capital as a global social reality {the class
relation} and capital as a fragmented social reality (the competition
between capitalists and the domination of the circulation process
over the production process) reveals the irrational nature of
capitalism and of the profitability calculus. For “‘resource alloca-
tion’' depends not only on the relations between the proletarian
and bourgeois classes but also on the internal contradictions
characteristic of the bourgeoisie. Conventional ecenomics, start-
ing with the production unit, i.e., the firm, never achieves such
insights: it becomes entangled in a host of superficial details,
describes infinite varieties of competition (**pure and perfect,”
“monopolistic,” “‘oligepolistic,” etc.), and reaches no conclu-
sion. The failure of neoclassical economics and of marginalist
attempts to refute Marx was complete by 1914, at least on the
continent of Europe. England alone, totally alienated owing to its
empirical tradition, could ignore this debate and produce Alfred
Marshall who, without understanding either Ricardo, Marx, or the
refutation attempts of Bohm-Bawerk, Walras, and Pareto, was to
appear as a “‘great man.”’ Europe’s somber years between the two
world wars and the transfer of wealth to the United States explain
how a man as intellectually poor and undeveloped as Samuelson
was able to become an authority on **economic science’” by simply
reformulating Marshall’s eclectic idiocies, compietely ignorant of
the tautology on which this “*science’” rested. Then came the
“crisis of civilization'” of the sixties, followed by that of the
economic system itself in the seventies. At this point the whole
structure collapsed, leaving an ideological void reminiscent of that
of the end of the Roman Empire.

The question of ground rent has elicited less commentary. The
chapters devoted to it in Capital are reputedly the most difficult
and this reputation is firmly entrenched. To Marx, rent is a
precapitalist category which survives simply because capitalism
did not originate in a void. The class alliance between the nascent
bourgeoisie and the landowner class (of feudal or peasant origin}
plays a crucial role in the process of primitive accumulation. It is
instrumental in taxing the surplus value or profit made by this
landowning class, i.e., absolute rent.

LR T
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As we know, Marx distinguished between differential rent and
absolute rent. It may be asked why he dealt at such length with
differential rent. Contemporary economists, who possess no
sense of history, thought it intelligent to “*generalize’’ the theory
of rent once Marshall had opened the way. Are differences in
“soil fertility’” not of the same nature as the various differential
advantages {of location, for example) found in industry? In this
- case, in addition to normal average profit, capital receives more
or less substantial differential rents. In fact, differential rent is of
an entirely different nature for the simple reason that it existed
before capitalism came into being. As we have seen, the charac-
teristic feature of feudal rent is that it is unequal: with the low
level of development of the productive forces, nature’s superior-
ity appeared in those terms precisely because feudal rent did not
circulate. In contrast, the differential -advantages accruing to
capitalist industry arise from the {unequal) competition among
capital which does circulate (though imperfectly because of con-
tradictions within the bourgeoisie).

As regards absolute rent, Marx sees it as the manifestation of
the class alliance in question. It is interesting to look at
Bortkiewicz’ attempt to understand the problem of absolute rent.
His analysis led him to two conclusions. First. absolute rent does
not necessarily require that the organic composition in agriculture
be less than that in industry. Thus the rate of absolute rent is not
necessarily fixed, as Marx said, by the difference between the
production price of agricultural products as such (the surplus
value generated in agriculture being withdrawn from its general
circulation) and what the price would be if capital, in circulating,
did not have to contend with the monopoly of landed property.
The rate of rent is determined through class struggle between the
bourgeoisie and the landowners. [ have reached the same conclu-
sion, and have even drawn a parallel with industrial monopoly in
which the redistribution of the surplus value depends on the
struggle between the various segments of the bourgeoisie. It
appears clearly when one compares urban ground rent in northern
and southern Europe. In the first case, the industrial element of
the bourgeoisie was strong enough to have reduced the small
urban propertyowners to a state of bare subsistence: this became
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possible with the alliance between the social democrats and the
working class, benefiting from better housing conditions. In the
second case, the industrial bourgeoisie came up against a pro-
letariat fighting against its integration; being less strong, this
bourgeoisie formed an alliance with a parasitic middle class made
up of urban propertyowners. This alliance was not free, and the
industrial bourgeoisie had to tolerate extortionate rents. Again,
there is no economic rationality above the class struggle. How-
ever, Marx's apparent ““mistake’ has an origin: in his time, the
organic composition in agriculture, then still backward, was in-
ferior to that in industry. Moreover, capitalism was emerging
from the state of simple commodity relations of the preceding
mercantilist period, These relations gave rise to arange of relative
prices (from agricultural products to cottage industry, which
eventually faced competition from industrial products) which
explains the genesis of absolute rent in the terms in which Marx
expresses it. Hence, it can be seen that rent necessarily brings
history into play and prepares the transition from the capitalist
mode as an abstract concept (it is in this sense that I qualified it as
ahistorical) to the capitalist formation as a concrete and historical
concept (a product of class siruggle and alliances). Karl Kautsky
has already analyzed absolute rent in historical and concrete
terms. He noted that the organic composition in agriculture was
less than the average organic composition because capitalism
developed primarily in industry, But he further noted that as it
penetrated agriculture, capitalism raised the latter’s ratio of or-
ganic composition.®

Bortkiewicz® second solution is that absolute rent does not
exist because the capitalist, instead of paying this rent for the
least fertile land, can obtain the same result by intensifying his
capital investment in more fertile land (in accordance with the
model of intensive differential rent which Marx evolved side by
side with the one for extensive differential rent). This assumes
that the capitalists take advantage of the competition among the
landowners in order to reduce absolute rent to zero. But such
reasoning presupposes the very absence of a class alliance be-
tween the bourgeoisie and the landowners as a group. Again, the
economistic error of considering competition as a rigid and un-

P T T,
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bounded rule overlooks the collective class nature of the state
power which controls this competition. Yet again, the class (the
whole) comes before its individual members (the parts); thle whole
represents more than the sum of its component parts.

Taking Bortkiewicz’ reasoning a step further, Luca Meldolesi
observed that the theory of rent resis on the assumption that only
one agricultural product (i.e., wheat) is grown. With the possibil-
ity. of producing several products (each having a different price),
the scale of fertilities or investments cannot be established inde-
pendently of prices. The only sclution would be to determine at
one and the same time rent, prices. and profit rates, as Sraffa has
done. In my opinion, this is a return to the empiricism of apparent
facts, since products are infinitely less specific than the market
illusion suggests. The food products that serve as inputs in the
reproduction of the labor force form a **composite group of prod-
ucts”” which, in Marx’s time, was made up of a (large) propor-
tion of cereals and a (small) proportion of meat. Today the pro-
portions are different, varying with the evolution of the value of the
labor power, itself related to the development of the productive
forces, as we have seen.® Ground rent therefore clearly invites us
to switch our attention from the capitalist mode to the history of
capitalist formations.”

) 2. From the capitalist mode of production to capitalist forma-
tions: class alliances and the creation of the world capitalist system

We know that the Industrial-Revolution in Europe was pre-
ceded by an agricultural revolution. We also know that between
the ““feudal’” Middle Ages and the Industrial Revolution there
were three centuries of transition, difficult to describe owing to
the complexity of their social and economic relations. Another
!mOWn fact is that capitalist industry progressed rapidly in Europe
n the nineteenth century while agriculture stagnated, retaining
Some backward features. And finally, we know that at the end of
that century, or in some cases even after the First or Second
World Way, agriculture in Europe took a second leap forward
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with the widespread use of chemical fertilizers and machinery; in
other words. agriculture became *‘industrialized.”

Three stages can therefore be distinguished: (1) the stage which
we call mercantilism, from the fifteenth to the nineteenth century,
characterized by the first transformation of agriculture, its com-
mercialization and the disintegration of feudal production rela-
tions; (2) the nineteenth century, characterized by the full de-
velopment of the capitatist production mode in industry; (3) the
twentieth century, characterized by the industrialization of ag-
riculture. Corresponding to each stage, there were different rela-
tions between agriculture and other acttvities (manufacture and
trade, later industry). The theory put forward here is as follows:
capitalist production relations first appear in the countryside but
to a limited degree, owing to opposition from the fendal mode of
production. Later, these relations transfer to new areas of activity
(i.e., urban industry) where they achieve their mature form, aban-
doning agriculture. Finally, these relations take a hold over all
social life, embracing agriculture in a more comprehensive and
profound way. This switching back and forth is characteristic of
the history of capitalism’s relations with agriculture in the central
capitalist formations. We shall see that this is not the case for the
peripherat capitalist formations.

Let us first look at the first stage, that of mercantilism. During
that period the two poles essential for capitalism to achieve its
completed stage, i.e., capital and the proletariat, were formed.
But they did not actually confront each other until the Industrial
Revolution. Capital was still in a prehistoric form, that of accomu-
lation of money wealth by the commercial bourgeoisie of Atlantic
Western Europe. That bourgeoisie was amassing wealth from its
monopoly of the triangular trade and its conirol of the siave-based
export agriculture of the Americas. However, this type of ac-
cumulation was not yet different from that of the precapitalist
long-distance trade: it was merely a monopolistic extortion of
slave surplus labor at one end and feudal rent at the other. In the
real sense, it was only potential capital. Similar phenomena oc-
curred elsewhere, in other precapitalist civilizations: in the
Roman Empire, the Arab world, the ltalian and the Hanseatic
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towns. the Islamized savanna areas of Africa, the seaport areas of
southern China, etc.

The other aspect of mercantilism, which is of much more direct
interest to us, is the disintegration of feudal relations, the pro-
letarianization and commercialization of agriculture. This is
characteristic of Europe during those three centuries, and it sub-
sequently made the mercantilist period appear as a period of
transition.

What happened to the feudal mode during that period? What
sort of transformations did it undergo? In the feudal mode, the
peasant is guaranteed access to land: a member of the village
community cannot be driven away or proletarianized. Rent (that
is, feudal rent, a special form of tribute) is paid in kind—in
products and labor. But during those three centuries, first the
feudal lords and sometimes some of the peasants became absolute
owners of land. There was no longer any superposition of the
rights of the two classes. This absolute right of ownership rein-
troduced the Roman law of jus usi er abutendi, with a different
interpretation, i.e., as mercantile law. The class struggle between
the peasants and the feudal lords decided in whose favor this
transformation would be resolved.

What did these new absolute landowners (potential capitalist
landowners, agrarian bourgeois, and peasants) do with their land?
They invested capital in improving the land and sold a part of
their output. In the case of former feudal lords or of the new
bourgeoisie—derived nobility who had purchased land—rent in
kind was replaced by money rent. In addition, land investments
left a proportion of the rural population without employment. It
was driven away, proletarianized. The people became vagrants,
occasionally sold cheir labor power or were recruited into the
king’s armies. In England, this was also the period when people
were hanged for thefi. Another solution was o emigrate to
America.

A market for agricultural products was established, based on
the booming urbanization. In the towns could be found the Atlan-
¢ trading bourgeoisie, the royal courts and increasingly large
centralized administration, the craftsworkers who earned their
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living from this expanding market, and the first manufacturing
industries created by the king to supply his army and his ad-
ministration.

The appearance of a market for agricultural products meant
that henceforth rent circulated. Mt tended to lose its original
characteristic of being unequal and began to even out over the
different portions of land. It became, or tended to become,
capitalist rent, although this process was not completed until after
the Industrial Revolution.

Capitalist production relations and wage labor began to de-
velop. This started in the towns with the development of man-
ufacturing industries, but the process was slow since craftswork-
ers remained organized in guilds, traders did not employ much
wage labor except servants, and the administration paid its offi-
cials by granting them privileges. In the countryside, there was a
more rapid development of wage labor, however since money
was still scarce, tenant farming and sharecropping very often
constituted steps leading to the proletarianization of the peasan-
try. The development of rural capitalist relations was restricted
by the smallness of an urban market which, still in the preindus-
trial stage, had only a limited range of products to offer.

The political economy of mercantilism, or physiocracy, was
developed by Quesnay. There can be no political economy to
explain the precapitalist modes: the surplus being transparent,
there is no mystery to elucidate. Physiocracy is the political
economy of the transition to capitalism. this special transition
known as European mercantilism: there is already a capitalist
surplus in existence (the surplus value in capitalist agriculture and
manufacture) and it circulates, but most of it is still located in the
rural areas where it is interrelated with the new form of rent.
Another example of the political economy of this transitional
formation is given in Théorie économique du systéme féodal, by
Witold Kula.® Despite its title, it does not deal with a true feudal
mode since the Polish feudal demesne of the seventeenth century
was highly mercantilized, connected through the Hanseatic towns
to Atlantic Europe.

Like long-distance trade, mercantile agriculture was not an
exclusively European phenomenon. In the Roman Empire and
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the Arab world, among others. there were private estates which
marketed at least a portion of their products. Money rent. agricul-
tural wage labor, tenant farming, sharecropping, and the absolute
ownership of land existed in the Arab world, as is evidenced by
the mercantile nature of Islamic law.

However, what was peculiar to Europe was the relation which
emerged between the development of the commercial bourgeoisie
~and the disintegration of feudal relations (the commercialization
of agriculture and the appearance of capitalist relations in agricul-
ture). In Unegual Development, this exceptional character was
explained by the equally exceptional—peripheral—character of
the feudal mode in the family of tributary modes. by the fact that
it was incompiete owing to the absence of rent centraltzation.
This exceptional character was reflected in the special type of
class alliances during the mercantilist transition. We know that in
order to withstand feudal disintegration, the absolute monarchies
of Europe of the pertod made an alliance with the commercial
bourgeoisie. They also tried to maintain a ceriain balance be-
ween the feudal class and the peasantry, sometimes allowing the
scales in the class struggle to tip in favor of the peasantry, thereby
speeding up the appearance of a peasant landowning bourgeoisie.
In contrast, in the formations based on a mature tributary mode
(China and Egypt). the ruling central power never had to form
such alliances: there was never any feudal autonomy. In the
formations based on long-distance trade (the Arab world, Sahe-
lian Africa), the surplus extracted from agriculture was invariably
too small to enable the commerctal class to bring about the
disintegration of the rural world as it did in Europe.

The industrial revolution opened a new era. After appearing in
‘?meYonic form in the rural world, capitalist relations spread to
industry where they achieved their completed form. There was
money available which could be transformed into capital: the
proletariat was also in existence. The handicraft market was too
small to cope with the supply of agricultural products, thus a
powerful motive appeared for some craftsmen to invent the first
machines. Of course. the new industrial capitalist class did not
necessarily derive from the former commercial bourgeoisie. The
latter generally allowed itself to be absorbed by the system: it
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purchased lands or patents of nobility. The newly enriched peas-
ant or the gentleman farmer, the financial adventurer or the court
and army supplier grabbed the money accumulated elsewhere and
set up new industries.

This industrial revolution took place through the alliance be-
tween the new bourgeoisie and the landowners. The motives in-
volved were not simply political or ideological (the sacred nature
of private property). As P.-P. Rey has shown in Les alliances de
classes, the private ownership of land played an essential part in
the development of capitalism. It made it possible to expel the
surplus population which consequently swelled the ranks of the
proletariat, This alliance took different forms according to histor-
ical circumstances. We may roughly distinguish between the form
it took in Engtand, where the bourgeoisie made an alliance with
the big capitalist landlords until they merged into one single class,
and the French pattern. in which the bourgeoisie joined with the
peasants to bring about a radical agrarian reform leading to the
emergence of 2 new rural class of the kulak type.

Whatever form this alliance took, its cost involved the extrac-
tion of a part of the surplus value in favor of the landowners. We
can now refer to capitalist rent in the full sense of the term since it
is retained from surplus value. The mechanism resulted in high
prices for the basic necessities and hence in larger expenditure on
wages and reduced profits for the capitalists. These high prices of
basic necessities were simply a continuation of the prices prevail-
ing in the transition period. In turn, this landownership monopoly
freed its beneficiaries from the constant obligation to improve
their production techniques, under the pressure of competition,
from which no industrialist could escape. Thus the gulf widened
between the modernization of industry and the comparative stag-
nation in agriculture.

The agricultural sector supplied the towns with their basic food
requirements and raw materials for which. in return, it received
manufactured consumer goods rather than production goods as
during the mercantilist transition period. The relations were fairly

evenly balanced.’
This autonomy of rural society—autonomy and not autarky—
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hindered the development of capital. It is obvious that rent was
not a category of the capitalist mode and that it slowed down the
accumulation of capital. Ricardo had already perceived it as the
source of a bottleneck which John Stuart Mill was later to express
in very precise terms.

This is why capital attempted to reduce progressively this drain
on the economy which rent represented, How? Land nationaliza-
tion was certainly the most radical way. This is why Lenin re-
garded it not as a socialist reform but as a revolutionary bourgeois
reform. The measures taken toward municipal ownership of
urban lands in the most advanced social democracies were a step
in that direction.

The third phase opened with the industrialization of agriculture
which was henceforth to supply an increased number of products
to the towns but. in return, was to receive not only manufactured
consumer goods but also agricultural inputs (fertilizer, equip-
ment, power). This phase took particularly varied forms since it
started at a time when a world system was already being set up
under the wing of monopoly capital. Reduction in rent was there-
fore being achieved by changing the internal and external class
alliances. Consequently the agricultural sector of the periphery
was becoming integrated and dominated by capitalism. But be-
fore dealing with this decisive question, it is useful to look into the
debates in the socialist movement concerning the development of
capitalism in agriculture.

3. The development of capitalism in agriculture: the theories of
Kautsky, Lenin, and Chayanovy

In this field as in others, social democracy reduced Marxism to
an economistic level. The end of the nineteenth century in Europe
saw the beginning of the third phase of the capitalist development
in agriculture. Social democracy stated, in very simple terms. the
law governing this development: competition must gradually
bring about the replacement of the peasants by big agrarian
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capitalists having the necessary capital to start the process of
mechanization. Concentration of landownership, like that of capi-
tal ownership, is the characteristic tendency of this development.

However, let us do justice to the Second International. While
the popular version of social democracy saw the concentration
of landownership as the only trend of evolution in agriculture,
Karl Kautsky analyzed the capitalist domination of agriculture in
more subtle and surprisingly modern terms in The Agrarian Ques-
tion. Kautsky first noted the fact of resistance to concentration.
He expanded on this, showing the contrast between the small
peasant farm and the big capitalist farm in terms of **the harder
work . . . on the part of the worker who produces on his own
account, in contrast with the wage earner.”” He drew the conclu-
sion, as regards the small peasant, that *‘when the price obtained
for his products, after deducting his expenses, is sufficient to pay
for his labor, he can manage to live; he can forgo profit and
ground rent.”’ Kautsky explicitly analyzed the problem of the
relations between capitalism and agriculture in terms of political
class alliances, in terms not of simple development of capitalist
agriculture but of domination of industrial capitalism over non-
capitalist or precapitalist rural forms and in terms of actval dis-
possession although, in theory, landownership was retained.
Kautsky went on to describe the smail peasant as ‘‘a serf of
industrial capital.”” He gave the specific example of the firm of
Nestlé at Vevey whose “'inhabitants are outwardly owners of
their lands but no longer free peasants.”” Kautsky also analyzed
the competition from overseas products, noting that ‘‘we can
divide into two categories the countries whose agriculture pro-
duces at lower cost than European agriculture: the plantations of
oriental despots and the free or former colonies.”” We shall be
looking into these questions later.

As we know, Lenin borrowed extensively from Kautsky.'°
Thus it is with the assumption of the law of increasing concentra-
tion that he examined the development of capitalism in agricul-
ture in Russia. Concentration of ownership of land and of the
means of production (ox-drawn ploughs), the appearance and
expansion of the number of agricultural workers in absclute and
relative terms, increasing differentiation within the peasantry and



Capitalism and Ground Rent 57

the strengthening of the position of the rich peasants (kulaks) at
the expense of the medium peasants—these were the trends of the
system. Lenin nevertheless noted that these were only general
trends. Forms of transition could, for a time, mask the fatal
outcome: the outright proletarianization of the peasants,

However, it was Chayanov who made a shrewd and penetrat-
ing analysis of the interaction between capitalism and agricul-
ture.!' Chayanov began with an analysis of the peasant mode of
production which is noncapitalist, based on family units of peas-
ant workers—owners of their land whose product is intended
mainly for family consumption, although a smalil fraction of it is
sold (to pay taxes and to satisfy an urban demand which in return
offers manufactured goods in competition with cottage-industry
products). In this mode, he noted, it is not possible to differen-
tiate between the factors of production (land, capital, labor) as is
very artificially done in the marginalist theory. The basic unit is
both the production and the consumption. and commodity trading
is of marginal importance: rural economists are fully aware that
peasant life is not simply concerned with production, as is the
industrial enterprise; it is as much a way of life as a mode of
production. With this in mind, Chayanov introduced the idea that
the organization of production (the quantities of the various prod-
ucts, how intensive the method should be, etc.) depends on how
the family's needs are balanced against the hardship involved in
the labor. This balance between the two factors is itself depen-
dent on the size of the family (the ratio between nonproductive
and productive members) and the size of the family plot. And
since the size of the family alters in the course of time, as does the
plot of land with every succession, Chayanov concluded that the
rural world has a particular evolutionary differential rate which he
termed “demographic differentiation’” in contrast with the class
differentiation emphasized by Kautsky and Lenin.

Chayanov's theory has not generally been well received. The
balance between the satisfaction of needs and the hardship in-
volved in the labor is viewed as an unacceptable extension of
Robinson Crusoe’s hedonistic economics. Actually, the critics
fail to see that Chayanov's analysis is the result of the following
observation: the peasant in question is not a capitalist entre-
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preneur, he does not seek to maximize the profits from his **capi-
tal” and to accumulate, but primarily to live off the land which is
his by virtue of a peasant social organization.

In my view, the real problem lies elsewhere. it is to understand
the nature of this peasant mode of production and its position
among the various types of social formations. The following ob-
servations address that end.

First, this mode as presented by Chayanov belongs to the
family of small commodity modes of production: the producer
who owns his means of production {land and implements) trades
his products (at least a part of them) with other commodity
producers placed in a similar situation. But although these modes
of production occur frequently throughout history it is never on
their own and still less in a dominant position. In Chayanov’s
view (reinforced by the studies of Daniel Thorner) a peasant
economy of this type would become a predominant reality when a
certain number of conditions are met: statistical predominance of
the rural population, the vast majority of them being small
freeholders; trade between town and countryside based on the
specialization of rural crafts and urban manufactured products
and involving only a minor proportion of agricultural products; a
state system of the “peasant’ type, etc. These conditions would
seem to have been fulfilled only in very special cases, since the
state system is not generally based on the peasants but on a ruling
class which exacts a tribute rather than taxes from the peasant
communities. We should therefore analyze the social formation in
question in terms of tributary society. -

Mercantilist Europe, from the Renaissance to the end of the
eighteenth century, was eminently suited to the development of a
peasant economy of this type. Why? Because the feudal mode
constituted an extreme, peripheral form within the family of
tributary modes. an incomplete form characterized by the disper-
sion of the feudal surplus (feudal rent), its noncentralization and
nonredistribution at the level of the state ruling class as in the
mature tributary mode, Under these circumstances, the appear-
ance and development of the centralized monarchies of Europe
were based on the curtailment of fendal power, on its subordina-
tion. In this endeavor, the monarchies relied mostly on the trad-
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ers and the towns but also on the peasants. It was therefore
largely through the disintegration of feudal relations that the
peasant economy in question developed.

This peasant economy, largely characteristic of seventeenth-
century France, survived during the three centuries of transition
from feudalism to capitalism, alongside the mercantilist commer-
cial and manufacturing economy, Physiocracy, as we have seen,
is broadly the political economy of this period.

This is not, however, the only form of transition to capitalism.
In Eastern Europe, the peasant economy was linked with the
large-estate economy in which production was mostly sold, in
particular to the more urbanized Western Europe. It is certainly
not nonsensical to speak of peasant economies belonging to the
family of simple petty-commodity modes. We find similar exam-
ples in the history of other peoples and other parts of the world,
New England was basically such.a peasant economy, as, under
other circumstances, was agriculture in the Arab world and some
regions of precolonial Sahelian Africa.

One of Chayanov’s most important discoveries concerning this
mode of production relates to the price of land. The commerciali-
zation of its produce leads to land itself becoming a commodity
subject to commercial dealings, whereas this did not occur in the
direct tributary modes or in the feudal mode, characterized by the
inalienable right of the peasant to the soil. Chayanov noted that in
those modes the price of land was not equivalent to the capitaliza-
tion of rent (which did not exist) but to the work required to
satisfy the needs of the family.

His second observation was. that the peasant mode of produc-
tion, once integrated into a capitalist formation, is stripped of its
content and dominated by the capitalist mode of production.
Chayanov noted, in relation to Russia at the end of the last
century, the peasant economy's strong capacity to fight capitalist
competition. He positively stated that the small peasants could
accept total earnings so low that they left capitalist agriculture
unable to compete.

This observation is very important because it means that this
peasant mode cannot be studied outside the context of the overall

. formation within which it falls. To speak of capitalist competition
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amounts to assuming that the small peasant must bring his prices
into line with those of the most efficient agrarian capitalist com-
petitors, whether nationals or foreigners in the form of the import
of competitive products (American wheat in competition with
English wheat is a classic example). What then did a reduction in
peasants’ earnings mean? That: (1) ground rent (rent imputed to
ownership) was abolished; and (2) the rewards to labor—which
amounted to the product prices—came into line with the value of
proletarian labor power.

Thus dominant capital wiped out rent, i.e., abolished land-
ownership. It proletarianized the peasant worker. The latter cer-
tainly remained the formal owner of the land but was no longer its
effective owner. On the surface, the -peasant remained a com-
modity producer who offered products on the market, but in
actual fact, was a seller of labor power, this sale being masked
under the cover of commodity production. Thus the peasant was
actually reduced to the status of a person working at home under
the domestic system.

Chayanov ¢lucidated these points without always establishing
all the links between the various elements of his theory. Compar-
ing the results of regionally organized agricultural production
without private landownership (organization based on the state’s
possibility of detailing agricultural producers to work on indi-
vidual plots of land) with the results of a system with recognized
landownership (Von Thiinen’s assumption), Chayanov deduced
that the first case gave rise to a greater intensification and a faster
growth of production. hence capable of satisfying greater urban
demand. In this way, he demonstrated that landownership and
rent were obstacles to the development of capitalism.

He laid bare the mechanisms which stripped the peasants of
their effective ownership of the land. leaving them only with
nominal ownership. From an internal analysis of the various
elements entering into production costs, he noted that the op-
timurn farm was not necessarily the largest farm: under the condi-
tions existing in Russia, the optimum was about 5,000 acres for
extensive cereal cultivation and 1,235 acres for intensive cultiva-
tion of the same crop. Capital domination is therefore not
explained by the unlimited concentration of landownership. It



Capitalism and Ground Rent 61

occurred, Chayanov pointed out, through vertical concentration,
i.e., by placing food industries over a group of medium-range
peasant farms. By controlling the sale of the produce, these
industries could effectively manipulate the level of remuneration
of the peasant. Postwar French agricultural economists have been
greatly influenced by these views.!'?

Chayanov's analysis of the mechanisms by which the capitalist
.mode dominated the peasant economy introduces new elements
which were disregarded in the narrow economistic analysis of
social democracy. Chayanov in fact noted that ground rent was
high when the land was of poor quality and the rural population of
high density. This is easily explained in the logic of his system
where the peasant—who was not a capitalist entrepreneur—
accepted in that case even lower rewards for his labor. Hassan Riad
has analyzed the dialectics of *“class differentiation’” and " popu-
lation differentiation’’ in Egypt along the same lines as Chayanov:
evolution conditioned by the combined forces of population pres-
sure together with increasing commercialization of agriculture in
Egypt led t0 a continual increase in the rates of ground rent
berween 1880 and 195212

4. The domination of agriculture by the capitalist mode of pro-
duction

The third development phase of capitalism saw the actual be-
ginning of the subordination of agriculture to capital. Further-
more, this subordination occurred throughout the world since this
third phase coincided with that of imperialism, i.e.. with the
establishment of the world system in its present form.

The main consequence of the subordination of agriculture was
the abolition of ground rent. England provides the first historical
example of this liquidation which occurred even prior to the
beginning of the third phase in question. We know that English
capital abolished ground rent simpty by liquidating agricuiture in
England: this was the reason for the repeal of the Corn Laws and
for the recourse to American wheat which did not have to bear
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the cost of ground rent. This operation put an end to the class
alliance between the industrial bourgeoisie and the big capitalist
landowners which had shaped the essential aspects of economic
and political life in the first half of the nineteenth century. In the
case of England, large estate ownership was linked with industrial
capital. This largely made up for the former’s loss of its economic
importance, as did the maintenance of the political and social
privileges of that class, represented by the House of Lords.

In continental Europe, the subordination of agriculture to capi-
tal did not occur in the same way. The new industrial bourgeoisie,
weaker and sometimes threatened by the rising working class—
early in France and much later in Germany—was compelled to
form more permanent class ailiances. with the peasantry who
benefited from the bourgeots revolution in France; with the mid-
dle strata of the former artisan and trading groups of the mercan-
tilist period in southern Germany and Italy; with the big capitalist
landlords in eastern Germany, Central and Eastern Europe, and in
southern Italy and Spain. The process of subordination of agricul-
ture there is thus of recent origin, very often occurring after the
Second World War. The distortion of relative prices at the ex-
pense of agriculture which accompanied the intensified indus-
trialization of agriculture is a typical example of the way in which
peasant landownership, while maintained in theory, was rendered
ineffective since it no longer produced rvent and reduced the
peasant’s earnings to that of his labor power.

Conventional economic analysis does not understand this
mechanism. It attributes this modification of price structure either
to the structure of demand (the low elasticity of demand for food
products) or to the market structure (opposing the low and dis-
persed agricultural supply to the concentrated demand of
wholesale and food industry oligopelies). These observations are
not wrong but they remain superficial and at the level of observed
phenomena.

The first condition of this subordination of agriculture is the
intervention of dominant capital in the actual process of produc-
tion in agriculture. This is not the capital deploved in agriculture
in the form of equipment utilized in agricultural production. It
beloengs to those food industries and trading concerns linked with
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the agricultural producers. Through the standardization of prod-
ucts, the expansion of industrial food processing, and the con-
centration of networks for collection and marketing, the agricul-
tural producer’s production plan is subjected to control by this
capital. He is no longer really a free commercial producer produc-
ing, in the first place, what he likes and in his own way and later
selling a part of it. He is reduced to the status of a proletarian
working at home. This interference in the production process
clearly indicates that capital is not the sum total of all individual
capital, 1t is more than that; it is global prior to being fragmented.
Again, we could never understand the meaning of capitalism if we
confined ourselves to a survey of capitalist farms examined sepa-
rately. The path of concentrating landed property and directly
proletarianizing the peasantry is not the principal one followed by
capitalism in developing its relations with agriculture but rather is
the exception, more costly since it maintains—and often
reinforces—the drain which rent represents. This path becomes
the principal one only when a particular class alliance demands it.
Capital prefers subordinating the peasantry according to the pat-
tern described by Chayanov, for capital then obtains not only a
better overall rate of profit but also better political control over
society. Remaining, in name only, the owners of their means of
production, the peasants build an ideological picture of them-
selves which separates them from the proletariat. They believe
that their interests diverge from those of the proletariat, and on
the face of it they are right since higher prices for their products
improve their situation at the expense of the working-class con-
sumers. A contradiction thus develops among the people, of
which capital takes advantage.

The second condition underlying the subordination. of agricul-
ture is of a political nature. Capital can only give up its class
alliance with the landed aristocracy if it can replace it either by a
social-democratic integration of the working class or by other
class alliances. The first case no doubt applied to northern Europe
and the United States. The path for this development was
smoothed by the old social-democratic tradition of England (sus-
tained by the immense and long-standing size of its colonial
empire), that of Scandinavia (encouraged by the limited extent of
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feudalism in that part of Europe, particularly in Sweden), and that
of Germany (encouraged by the destruction of communism by
Nazism and the force with which Nazism was rejected in the form
communism took in East Germany). In North America, the inte-
gration of the working class took place even before that class had
defined itself politically and ideologically. This did not occur in
southern Europe (France, Italy, Spain, Greece) where the work-
ing class has never really had a share in political power, since this
was threatened capital—as shown by the repeated short-lived .
experiments of popular front movements. Thus the development
of capitalism occurred under authoritarian right-wing regimes
(from the Second Empire to the rule of de Gaulle, Franco, Italian
facism, etc.) which relied on the peasants, the petty traders, the
notables and big landlords, the urban speculators, etc., depending
on the case. During the last period of rapid development in this
region of Europe (1948-1967), the illusion was fostered that capi-
tal could free itself from these alliances by replacing them with
alliances with the upper crusts of the new *'proletariat’” made vp
of cadres and technicians, through a policy of deliberately accen-
tuating the inequality in income distribution. May 1968 in France,
like the creeping ““May’’ movement in Italy, demonstrated the
ideological failure of this attempt. the narrow base of the social-
democratic working class. and forced capital to seek other al-
liances with parasitic sectors of the new ‘*petty capitalism™ of the
tertiary sector, the urban speculator group, and so on.

But the subordination of agriculture is now increasingly taking
place on a world scale. It is only in the last few vears that the
integration into the world capitalist system of countries which
have become underdeveloped has begun to be the subject of a
scientific, coherent, and systematic analysis. The outlines of the
theory of the center and the periphery in the world system have
now been developed. Starting with a systematic criticism of the
conventional approach to ““underdevelopment’” (one of the fielkis
in which social science studies have most clearly failed) and with
a critique of the Jinear vision of development characteristic of the
mechanistic philosophy underlying the dominant economistic
ideology, this theory has now formulated in positive terms the
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nature and mechanisms of world accumulation and unequal de-
velopment. The criticism of Rostow and of “'dualism,” the de-
bates on dependence, extraversion, and unequal exchange, and
those relating to the periodization of the development of
capitalism as a world system, are the steps in this formulation.™

Possibly because of its recent origin, this formulation, in spite
of its wealth of ideas, does not come readily enough to mind when
one is dealing with particular aspects of underdevelopment. One
decisive resuit emerges from the theory of the world system:
precisely that the unity of the system (not to be confused with
homogeneity) is predominant, i.c., ultimately determines the na-
ture of the components of that system. In other words, we would
be making a fundamental mistake if each time we studied a
particular phenomenon of the Third World, we looked for its
“‘cause’” in the Third World itself instead of placing it within the
dialectic of the world system. For example, there is the debate
relating to *‘marginality’” which opposes the views of those who
regard it as a phenomenon peculiar to the periphery and those
who consider it as the effect, within the periphery. of the law of
accumulation. There is also the debate on the relations between
the state and social classes, opposing the views of those who
define these relations in their immediate local context and those
who place them in a world context. There is the critique of the
theory of spatial planning and regional development, inappro-
priately transferred from the center to the periphery. These are all
good examples of such blunders. The analysis of the relations
between capitalist development and agriculture in the periphery
may suffer the same fate..

Since capitalism at the periphery is the result of external ag-
gression, and not of internal evolution, the first phase referred to
above does not occur in it. We know that in the underdeveloped
countries, there is no agricultural revolution prior to industrial
revolution, as in Europe; on the contrary, the order is reversed:
what we call the *‘green revolution’” is a contemporary phenome-
non. Daniel Thorner rightly notes that there was a nucleus of rich
peasants in India as early as the nineteenth century but that the
kulak class has become significant in Indian society only in the
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last ten years. Broadly speaking, the agrarian reforms which gave
rise to this type of rural capitalism became widespread only after
the Second World War.

Capitalism was first introduced into the periphery through
comprador trade in the hands of foreigners (the colonial com-
panies and the Asian minorities in Tropical Africa) or of nationals
{(in Latin America, the East, and Asia). Later this occurred
through the export of capital in mining and plantation agriculture
owned either by settlers (French Maghreb, Kenya. Rhodesia, and
South Africa) or by foreign companies established under colonial
or semicolonial concessions (United Fruit in Central America,
Unilever in the Belgian Congo. Firestone in Liberia, various
types of European tea and rubber plantations in Ceylon, In-
donesia, Indochina). In Latin America, the indigenous agriculture
generally turned into a capitalist latifundia agriculture for export
(such as coffee plantations in Brazil, sugar plantations in Cuba,
cattle ranches in Argentina). The phenomenon rarely occurred in
the East and in Asia, and the agricultural products marketed,
either through export or on the domestic market, derived gener-
ally from sectors still governed by production relations of a pre-
capitalist type. Egypt, where the dominant form of latifundium
was capitalist, is an exception. In sub-Saharan Africa, agricul-
tural production for the market was practically unaffected by this
type of direct agrarian capitalism.

Later, in the recent past, capitalism flourished anew on the
wave of the industrialization linked with import substitution.
Consequently, the demand for food products rose. But more
often agriculture, hampered by precapitalist production relations,
has been unable to meet this demand. Hence the paradox that the
Third World, with the bulk of its population engaged in agricul-
lure, becomes an importer of food products supplied by the
center.

At this stage, not yet really superseded in the Third World
and still less in sub-Saharan Africa, the capitalist mode of produc-
tion is established in other sectors than agriculture and dominates
the entire society. In this setting, the main functions of the subor-
dinate, so-called traditional rural society are the following: (1} to
supply cheap labor to the mining industry and to the plantations:
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(2) to supply food cheaply, thus enabling the vaiue of labor power
to be reduced in the directly controlled capitalist sectors; (3) to
enhance the real value of luxury consumption of the privileged
groups (comprador and bureaucratic bourgeoisie), particularly
through the supply of cheap services {domestic. etc.).

These objectives are met through a series of economic and
political measures applied according to circumstances. Very of-
ten, they are achieved through a class alliance between dominant
foreign capital and the ruling classes of the precapitalist society.
At this point, we must mention the entrenched position of the big
landowners, commen in Latin America, in the Arab Middle East,
and in Asia. This leads to a worsening of the precapitalist forms of
exploitation, particularly ground rent, which on the one hand
provides a market for new capital (a market for luxury consump-
tion} and on the other, pauperizes the peasants and drives from
the land a proportion of them who then supply the required cheap
labor. These methods must be studied in conjunction with un-
equal development—particularly in its regional effects—and the
set of phenomena termed **marginalization.”

The variety of economic and political measures employed in

sub-Saharan Africa must be examined in relation to the structures
of dependency they developed. We can distinguish between three
types of policies for the transition to underdevelopment, which
correspond roughly to three regions of the continent south of the
Sahara:'® (1) the colonial trading system of West Africa; (2) the
system of concession-owning companies of the Congo basin; (3)
the system of reserves in eastern and southern Africa. In that
context, I have elsewhere analyzed the phenomena of unequal
regional development (the genesis of countries and regions
termed “‘least developed™)'¢ and those of migration in West Af-
-rica'” which arise from it and express the domination of
capitalism over rural socteties. These societies, while retaining
their precapitalist appearance, are no longer really such, having
been greatly distorted and transformed.

in the next stage, the pressures of urban capitalism led to great
changes in the rural world, In Latin America, in the Arab coun-
tries of the Middle East, and in Asia, the era of agrarian reform
began. More or less radical, these changes became generalized



68 imperialism and Unequal Development

after the Second World War, with independence in India, with the
wave of petty-bourgeois nationalism in the Arab world in the
fifties. with the populist movement and especially that of desar-
rollismo in Latin America, also in the fifties. These reforms. in
bringing to an end the former class alliances between foreign
capital and the big landowners, replaced them with the new triple
alliance between foreign capital, the local urban bourgeoisie (pri-
vate and/or state). and the kulaks. They formed the social basis of
the green revolution which followed.

In sub-Saharan Africa, the pattern of evolution in agriculture is
different: there is no social disruption similar to that caused by
agrarian reform elsewhere, but only an extension and a more
intensive application of the colonial trading system. The reason
for this peculiarity lies in the nature of the class alliances under
colonialism in Africa and the patterns of their neocolonial re-
newal. The colonial administration must not be seen simply as an
apparatus for the political domination of conquered regions. It
fulfilled crucial economic roles, leading P.-P. Rey to speak of a
*colonial mode of production.”'® European imperialism certainly
met with a variety of societies ranging from the type which had
almost no ¢lass structure to-advanced tributary societies (termed
feudal). But it was always confronted with comparatively weak
societies in terms of human population and the degree of their
state organization. This was largely due to the debility which
sub-Saharan Africa suffered as a result of the slave trade. includ-
ing ethnic fragmentation, breakup of large states, and reduction of
the population. Under these circumstances, the colonijal power
could assume direct control of the social life of the peoples
conquered, giving less importance to its alliance with the ruling
classes of these societies than it did in the colonial Asian or Arab
world or in independent Latin America and Asia. Not that such
alliances did not exist in sub-Saharan Africa: during the first
period, i.e., during the conquest and occupation which followed,
they played an important part in the strategies used to establish
foreign domination. But they lost importance as the occupation
became secure, and were subordinated to direct administrative
rule.

The colonial administration thus fulfilled the economic and
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social functions instead of the local propertied classes. Through
administrative measures, it channeled the population into small
reservations, as was the case in Kenya and southern Africa.
Elsewhere, it took over from the concession-owning companies
which were reat private administrations. Through the imposition
of money taxes, it also introduced forced labor and compulsory
crops, and the establishment of the ¢conomie de traite. When it
developed class alliances with the local ruling classes, these al-
liances served to reinforce its direct intervention.

These direct economic functions of the colonial administration
in turn molded the nature of the dconomie de traite, a concept
which is oversimplified and badly understood even when it is
recognized. Anglo-Saxon economic terminology does not even -
have such an expression, using the meaningless transtation,
“trade economy.’’ In the French-speaking world. the expression
as it was introduced after the war by Marxist geographers, in
particular Jean Dresch. lost its true meaning as it became more
widely used. It was reduced to description of an economy charac-
terized by peasant producers’ specialization in export crops
(peanuts, cotton, coffee, cocoa), exchanged against mass con-
sumption manufactured goods (textiles, hardware), with colonial
trading firms controlling trade in both directions. This description
is correct but insufficient. To stop here would imply that the
extension of the économie de traite is achieved through the
“‘normal’’ economic laws of comparative advantage and that
the persistent poverty of the producers is attributable to the
obvious monopoly of the colonial firms in question.

But the producteur de traire, the producer under that system, is
not a petty-commodity producer, in spite of appearances. The
administration and capital intervene in the productive process
- and actually control it. There is a host of administrative measures
employed to force the peasant to produce what is wanted and in
the manner desired: from pure and simple compulsion to the
stightly more subtle approach of taxation in money form. Mean-
while, the authorities are only prepared to buy one particular
product from him. There is also the form of compulsion arising
from promotion or modernization of the *‘rural training’” services
(agricultural extension accompanied by the almost forced pur-
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chase of equipment—ploughs, seeders. hoeing equipment, insec-
ticides, fertilizers), " provident societies,”” and “‘cooperatives.™
The constant interference of the administration in the productive
process ensures and supplements that of capital: both the visible
part of that capital—colonial trade, minor agents, transport—and
the invisible part, the capital of the processing industries located
in Europe or on the coast of Africa. Again, capital is social prior
to being fragmented.

Thus dominated, the producteur de traite is stripped of the real
control of his means of production. In theory, he remains the
traditional owner of the land, and the owner—in the bourgeois,
individual sense—of the equipment. However, he is not in control
of his production nor can he decide what to produce on the basis
of comparative prices. He is therefore not really a.commodity
producer. His remuneration does not include either compensation
for his ownership of the land, i.c., ground rent, or a return on his
capital; he is reduced, owing to the domination of capital, to the
value of his labor power or frequently to even less. Productivity
gains induced by the vaunted improvement brought about by
agricultural extension services are immediately taken back
through price deterioration. The consequences of this situation
are known: the wastage of land through mining exploitation, the
peasants’ resistance to proposed “modernization,” and so on. A
peasant reduced to this status is a semiproletarian: a proletarian,
because he is subjected to capital exploitation which extracts
surplus value from him: a semiproletarian, because he retains the
appearance of a free commodity producer. Objectively pro-
letarianized, the peasant remains a small producer in terms of his
class consciousness.

Independence has brought no change whatsoever to this sys-
tem. The new African government fulfills the same functions as
the former foreign administration. Hence we have the importance
attached to education, its forms, the recourse to the foreign
language and, arising from these, the characteristic alienations
that occur in the course of the reproduction of this class. This
class, like the administration it replaces, is not only a bureaucra-
cy. it also intervenes in the process of production by the peasants.

This type of capital domination over agriculture is not particu-
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larly advanced, although it is highly profitable: in spite of the low
levels of productivity it gives rise to, the remuneration of labor is
so low that prices remain competitive, This explains the lateness
of the green revolution in Tropical Africa. This profitability is
obtained at the cost of soil exhaustion, deforestation, desert en-
croachment, and lateralization eventually revealed by drought. It
is also obtained at the cost of a remuneration to labor below the
value of labor power, which can be wasted. as seen in the excep-
tional level of mortality, malnutrition, and famine resulting from
the fall in food production or rural depopulation.

Broadly speaking, there are two categories of économies de
traite: the plantation economies and the other ““poorer’” types.
When the plantation zones are pinpointed on the map, obvious
correlations appear between the expansion of these plantations
and several other factors, among them: (1) a certain hierarchic
division in precapitalist society, which permitted a favorable local
class alliance ready to accept this strategic objective; (2} an aver-
age population density of thirty inhabitants per square kilometer;
{3) the possibility of bringing in migrants foreign to the ethnic
group of the plantation zone to initiate the process of proletariani-
zation. We also distinguish between two subcategories of plan-
tation economies in relation to these factors: kulak capitalist
plantations, as in Ghana and the Ivory Coast; and the family micro-
plantations, as in the Cameroon. As for the second category of
économies de traite, i.e., the “poor’” savanna type, it also takes
different forms. In predominantly Muslim areas, it frequently
takes the form of religious brotherhoods and sultanates (Mouride
in Senegal, Ashigga and Khatmia in the Sudan, and the emirates
in Nigeria), and presupposes a class alliance with the leaders of
the religious brotherhoods. Another form. common in the regions
where such an alliance is not possible, is characterized by the
presence of so-called intervention companies.

Has the économie de rraite entered a period of grave crisis
which heralds its decadence and imminent collapse?'® By what
type of economy could it be replaced? Peasant cash-crop agricul-
ture in the dry zones of the Sahel and the African savanna regions
has been competitive only because the peasants have received
extremely low rewards for their labor. Following the general law
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of unequal international specialization and of the consequent
unequal exchange, the gap between the earnings of African peas-
ants producing peanuts and that of capitalist soybean producers
(these being mutually substitutable oil-yielding crops) was even
greater than the gap between their productivities. A pauper
economy of this type was only possible through a gradual exhaus-
tion of the soil by mining without any concern to restore its
productive capacity. It was also accompanied by an overexploita-
tion of the peasantry which was reduced to a level of subsistence
verging on starvation. The continually worsening conditions of
the économie de traite were bound to lead to its eventual disap-
pearance. The poor rainfall cycle of the last few years has sud-
denly revealed the destructive nature of this system.

As to replacing this primitive form of colonial exploitation with
a new agrarian economy, it would seem that irrigated farming will
become more intensive and more modernized. This **improve-
ment’’ of farming will certainly cause landownership to become a
more important element of social differentiation than has been the
case until now in extensive dry farming. This intensification is the
precondition for bringing to tropical Africa the green revolution
which, as we know, has accelerated class differentiation. Simi-
larly in stockfarming, the trend is likely to be a gradual
changeover from seminomad extensive herding to raising animals
on ranches. An anonymous article in the English journal The
Economist,*® cynically informs us that the African Sahel is emi-
nently suited to the production of meat for the developed world
and that this vocation implies the disappearance of the
seminomad herders who make up the present population. The
new ranches which are increasing in number throughout the
world under the impact of agribusinesses and foreign “*aid"’ and
which have priority in the use of water resources, in fact only
require a very small amount of labor. When deprived of water,
these superfluous herdsmen will disappear. Thus African agricul-
ture and stockfarming, boosted by the green revolution, will
contribute to feeding the Europeans while the local populations
will be asked to emigrate or “*disappear’.

in its various forms, capital’'s domination over African agricul-
ture is already a characteristic feature of rural life throughout the
African continent, '



CHAPTER 3

In Praise of Socialism

The question has been put to me whether the world is headed
toward cultural uniformity or will retain its variety. To answer
this, we need to know what culture is, what civilization is; we
need to identify its component parts and see how they fit together.
Only then will we be able to understand how each part acquires
its true meaning through reference to the whoie, to society. There
is a mysterious (and mystical) halo that surrounds so many com-
mentaries on the fine arts, the intuitions suggested by linguistics
and by what is called the **psychology of peoples,” the citing of a
few clearly incidental connections between elements of the
natural world and elements of social organization or of ideology
(political practices, scientific ideas, or art forms)—but it hardly
suffices to hide a real conceptual void.

1. Culture is the mode of organization of the utilization of use-
values. What are use-values? Can we define them, determine
their limits, even attempt to classify them into categories? Can we
describe the precise nature of this organization and the way in
which it works? Can we, finally, understand the relations (either
harmonious or contradictory) among different modes of organiza-
tion on the different levels that are relevant to them? These are
questions that I shall try to answer from a historical perspective,
that is, in essence, by contrasting precapitalist social formations
with those of the contemporary world. And since *'the point is not
to interpret the world but. to change it,”” I propose to define the
point of departure of the so-called socialist utopia:* the vision of a
disalienated society. Outside of this perspective, there is no sal-
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vation. One who refuses to conceive of a disalienated society
accepts alienation, and in so doing, renounces the possibility of
understanding scientifically how society works. And if ideology is
the false, alienated consciousness of an alienated society, the
science of that society is inseparable from its ideology. A science
that is truly and totally disalienated does not yet exist; but we can
catch a glimpse of it, just as we can envision human liberation,
once we become aware of our false consciousness. It is time to
repeat: reason and emotion are the inseparable products of exis-
tence and activity, physical and spiritual, social and individual.

2. All precapitalist social formations are based on the direct ap-
prehension of use-values, without the intermediary of exchange-
value. Of course, commodity exchange exists in many pre-
capitalist soctal formations, but in none of them is the mode of
(simple) commodity production dominant. That is why the very
concepts of exchange-value and use-value could not be formulated
until the capitalist mode appeared and the commedity form, not
only of the entire soctal product but of labor power itself, became
general. We know that it is only with capitalism that the dialectical
unity exchange-value/use-value—like the dialectical unity social/
individual—appears as an object of social science, And only with
capitalism does the same word **value” begin to be used for both
terms of the contradiction.

To be sure. it is also interesting to see how the embryo of a
social science based on the dialectic use-value/exchange-value
_ appears in those peripheral and exceptional precapitalist forma-
tions in which commodity exchange performs decisive (although
not dominant) functions. That is the source of the extraordinary
attraction that Greece has for modern minds.

When use-values are apprehended directly, it is impossible to
conceptualize them as anything but a multiple reality. In pre-
capitalist formations. the abstract concept of use-value does not
exist; there are only concrete use-values. These are both indi-
vidual and social at the same time. The complex always explains
the simple, as Marx reminds us. But in precapitalist conscious-
ness, only the individual aspect is apparent.
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Because it is impossible for precapitalist individuals to isolate
the concept of use-value, they cannot define a domain of
economic activity with limits that indicate the existence of
another domain, that of noneconomic social activity. Use-values
occupy the whole of social life. All things, material or immaterial,
that meet precapitalist social and individual needs are use-values.
Thus vartous foodstuffs, tools and utensils, clothing and shelter,
art objects and collective monuments are all use-values, but in the
same way so are the means of expressing scientific ideas, beliefs
(ritual sacrifices, prayers), and ways of satisfying emotional needs
and of solving family and social problems.

In precapitalist formations people do not differentiate between
the time spent working and the time devoted to other social
occupations. Not that people cannot tell how many days it takes
to sow millet or rice, but they do not analyze that time in terms
different from those used to designate and measure the time
devoted to, say, settling village disputes. They make no distinc-
tion between working time and so-called leisure time, because the
latter, which in reality is only recuperation time, implies the
commodity nature of labor power.

The unity of social time thus makes it impossible for pre-
capitalists to define a specific domain of economic activity, and
therefore a science of economics. Moreover, in precapitalism the
economic system is transparent, as we have already shown.? For
this reason, the dominant characteristic of precapitalist modes is
always the superstructure, although the infrastructure of course
remains determining in the last analysis.

The direct apprehension of use-values does not mean that
people are free—that is. that they know their limits—because it
takes place at a level of development of the productive forces that
is still very low. The consequences of this fact are of fundamentat
importance. ' :

First, we are dealing with class societies. This means that the
total quantity of use-values is very unequally appropriated, and
the share of most people is extraordinarily limited. It is this
poverty of the majority that is the condition of the wealth of the
minority, who, through the direct apprehension of wealth, can
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develop their humanity, their science, their taste, art, emotions.
The humanity of some has as its counterpart the reduction of
others to an almost animal state, That humanity, therefore, is
necessarily limited, deformed, and alienated.

It is alienated because the ideology—which, given the trans-
parency of the economic relations, cannot but be dominant—is not a
cynical lie invented by profitmakers. The ruling class is as much
subject 10 the ideology—its own—as the oppressed class. The low
level of development of the productive forces means that the
whole society is subjected to the forces of nature; the dominant
ideology is necessarily religious.

3. Consequently, all use-values have this characteristics: they
are apprehended simultaneousty as means of dircct satisfaction
of needs and as manifestations of religious alienation. As can be
seen. these are not ‘animal,” physiological needs, but social
nceds. and this is true at even the most wretched material level],

Thus, we are dealing with an alienated culture. But it is a
culture , precisely because the mode of organization of the utiliza-
tion of use-values is total. It embraces every area of social life,
because it unites the social and the individual, because it deter-
mines each of its parts through reference to the whole. So it is not
through some illusion fostered by erudition that when contempiat-
ing the works of the past we experience the same emotion as the
producers of the past: we understand them.

The direct apprehension of use-values also endows time with
the dimension of durability. In the first place, things are made to
last: houses, furniture, utensils, fabrics. This durability is not
solely a reflection of the low level of the productive forces, which
means that things cannot be replaced too often. Durability is also,
and above all, necessary so that these things may really be use-
values. For durability makes it possible for things to be integrated
with the person who possesses them: it gives that person time to
grow accustomed to them, to love them, to discover all their
hidden dimensions, beyond their simple “*functionality.”” But this
durability is not confined to the manufacture of things: it also
applies to ideas, emotions, and their material supports. Temples
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and cathedrals are built for eternity—a reflection, no doubt, of
specific religious alienation: the dominant ideology can perform
its functions only if, through false consciousness, it appears des-
tined to last forever. But at the same time, the durability of a
monument makes it possible for successive generations to steep
themselves in its meaning, its many-faceted and ever surprising
richness.

For this reason, the anrcient cultures are necessarily varied.
Not because physical communications are limited and the planet
is still vast, but because the direct apprehension of use-values is
necessarily concrete and therefore varied in the extreme; varied
from one social formation to another. from one region to another,
from one individual to another. The diversity of the necessary
connections between society and a nature that civilization has
only begun to master accentuates this inevitable variety, as does
the diversity of the combinations peculiar to different social for-
mations.

4, Capitalism is the moment of negation: negation of use-value,
hence also negation of cultire, negation of diversity. The capitalist
mode of production is based on exchange-value, which is
generalized for the first time, extended for the first time to labor
power itself, in all capitalist formations, both at the center and in
the periphery. Tending to be exclusive to the center, the dominant
capitalist mode, in subjugating the periphery where other modes
prevail, has disfigured them, emptied them of their content. The
real unity of the world already exists: it is a unity built upon the
universal commeodity nature of labor power.

In the capitalist world. people have lost the direct apprehension
of use-values. Whether enormously rich or in abject poverty. they
are only consumers: that is to say. social animals whose needs are

" manufactured with the speed and precision of a machine, accord-

ing to the demands of profit. More than ever it seems to people
that their own sirength. the very strength that enables them to
control nature, imposes itself upon them as though it were an
outside force.

But the locus of alienation has shifted. People are no longer
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afraid of nature, of thunder and lightning, of the gods: they are
afraid of themselves. of society. The generalization of exchange-
value in its highest form, the form of capitalism, now makes the
economic¢ exploitation of labor power opaque. Things created by
humans are given the name of a general and abstract concept,
capital. They are endowed with the magical properties of fetishes:
they have a “‘productivity’ in and of themselves. Instead of
understanding that their labor has become more productive,
people attribute this productivity to the material means that they
employ.

It is for this reason, out of this new alienation, that there arises
the need for, and the possibility of, a specific science: economics.
There can only be a science when its object is—at least appears
to be—autonomous, independent of the subject. Henceforth that
is the case. The true religion of the English, Marx once observed,
is no longer Protestantism but the law of supply and demand.? At
the same time, the field of social activity splits into separate
domains. The domain of economic life acquires precise limits: to
cook meals in a restaurant is an economic activity, to prepare
them at home is not. Why? Because the first economic activity
creates exchange-values, commodities; while in the second, the
housewife continues to apprehend use-values directly.

The two terms of the contradictory dialectical unity use-value/
exchange-value become understandable simultaneously. A
dialectical unity is not necessarily symmetrical: exchange-value
dominates the unity and, in the last analysis, determines use-
value, as is shown by everyday social reality. The historic rela-
tionship, in which use-value is the basis of exchange-value, is
reversed.

Economistic alienation is necessary to the functioning of the
system. That is why a false science reflecting the demands of a
false consciousness, the science of economics, had to be built on
the absurd hypothesis that use-values unilaterally determine
exchange-values. An obvious contradiction: in the society that
denies use-values. the entire ideology—a science, supposedly—is
built on the sole basis of the preeminence of use-values. Thus the
hell of reality is compensated for by the heaven of ideas.

Social life is henceforth compartmentalized, economic activity
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being distinct from other activities. But at the same time, the
unity of this social life is reestablished by the dominance of its
economic sector; all aspects of life are subject to the fundamental
requirement that labor power be reproduced as a commodity.
This is the condition of the dominance of exchange-value of
commodities over the use of things. Commodities and noncom-
modities appear as two distinct categories, But the noncommod-
ity exists only through its opposite, the commodity, and the
former is dominated by the latter. Social time is split inte non-
working time and working time. But here too the former exists
only to serve the latter. It is not leisure time, as it is called in the
false consciousness of alienation, but recuperation time. It is
functional recuperation that is socially organized and not left up
to the individual, despite certain appearances. Here again the
image reverses the reality: the closed and secret world of the free
individuval belongs to the heaven of ideas; here on earth. in the
realm of realities, it is invaded by the demands of society. That is
why errors in technical adjustment of this horrible functionalism
result in human boredom,

At the same time. social life loses the notion of the durability of
time. Exchange-value, commanded by profit. is embodied only in
objects that are useful in the most functional sense of the term.
The replacement of things is not only, or even chiefly, the result
of real progress in the productive forces; it is also, and above all,
necessary to the system of extracting surplus value. It is there-
fore, in the true sense of the word, waste. This waste has a
profound effect on the relationship between people and things.
Things come to have only one dimension: the dimension of im-
mediate use. Individuals too, no longer fearing nature. no longer
believe in eternity. They have gotten rid of eternity, but only to
deliver themselves up to the demands of the short term. The
technocrats measure the costs and benefits of their decisions from
a point of view that never takes in more than ten or fifteen years.
Some of them think they ought to widen the range of their mea-
surements, go beyond the enterprise and assess the costs and
benefits to society.

If culture can exist only where there is the direct, complete
apprehension of all use-values, material and immaterial, in their
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simultaneous totality, then capitalism has no culture. The de-
struction of culture spreads from one sector to another, the com-
modity gradually debasing the noncommodity. First material ob-
jects are reduced to the status of commodities: their use-value
shrinks in accordance with functions that are socially determined.
An African utensil is not just a utensil; 1t is still a work of art and
an expression of religions emotion as well. A bucket made of
plastic is no longer anything but a plastic bucket, and the work of
art only a decorative object. As for the religious emotion, it must
disappear, since the locus of alienation has shifted. The starkness
of the Protestant church means that there is to be no further
communication between the religious emotion and the emotions
of art or of everyday life. It must be something else, which no
longer has anything human about it. The art of precapitalist
societies is always a means of social integration, while our con-
temporary art, for the first time, expresses a rejection of society.
Thus it is only to the extent that capitalism has not yet reached its
outer limits that the contradiction survives, that art subsists.

These vestiges of use-value continue for a time to lead a con-
stantly threatened existence. In their impoverished condition,
these vestiges lapse into mediocrity, melancholy, boredom, in-
significance. Has not pornography succeeded in turning orgasm
into a commodity? Even emotions become atrophied: education
sees to that. As a supreme alienation, a revolt on the part of
certain women demands that society treat them like men, that
they be allowed to trade the status of victims of oppression for the
status of oppressors.4 The system can grant them that privilege
(gradually, of course): in 1984 there will be no more women, since
there will be no more men either. They will be equal—equally
insignificant.

Resistance to the destruction of culture also appears where
the system has not vet penetrated so deeply, in its periphery. De-
spite powerful _tendencies_of_capitalism_to shape_everything,
everywhere, to the same mold, complexities continue to exist in
[\)e_rl[ghe@,[m:malm_ns\.'l"hese complexities, in contrast with the
growing functional simplicity at the center, provide opportunities
for resistance and revolt. These revolts are at first confused,
without coherent perspectives, in a word, nationalist; but they
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can assume another dimension, as the Chinese Cultural Revolu-
tion has made clear.

Capitalism is not harmony, although it tends toward the har-
mony of nothingness. It therefore offers humanity a choice: a
functional harmony without human beings, or something else that
lies beyond it.

For the negative moment is also the one that makes possible the
- liberation of humanity. The prodigious development of the pro-
ductive forces enables men and women to control aature, which
is the condition of freedom. Also, this development makes libera-
tion possible for afl humanity, not just privileged minorities, as in
the past. It therefore makes possible a reestablishment of the
direct apprehension of use-values, at a level of universal abun-
dance that eliminates the complementary deformations and de-
basements of the oppressor and the oppressed. It has already
given us a glimpse of this possible liberation precisely by shifting
the locus of alienation. Already the dominance of the economic
factor partially liberates politics and ideology. They are no longer
religious. In their turn, each becomes the object of a practice that
is on the way to becoming liberated, and the object of a science.
Of course, this practice is not yet truly free, since it is subject to
the requirements of economistic alienation. But it is no longer
pinned under the direct weight of alienation. It is becaunse this
practice is not free, moreover, that it too can become the object of
various sciences, which go by such names as sociology and politi-
cal science—false sciences, no doubt, like their complement,
economics, because they arise from a false consciousness, but
sciences precisely to the extent that men and women, who are not
free, are subjected in them to laws that seem external.

5. 1984, the reign of “‘one-dimensional man.” In the past peo-
ple could not foresee what horror would be light. The fact that
it is now possible demonstrates the reality of the contradictions
that force them to reject it.

But let us take a good, clear lock at it: /984 is the calm reign of
the universal harmony of death. There are no more individvals.
These beings are neither human nor animai, neither liberated nor
alienated, neither conscious nor animated by false consciousness.
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Their nature is no longer determined by others but by a perfect
machine. These beings no longer speak—they have nothing to
say. since they have nothing to think or feel. They no longer
produce anything, neither objects nor emotions. No more art. No
more anything.

Isn't that where we are going? Why is it that we are so fond of
what we increasingly think of as **vestiges’'? China, Egypt, Asia.
and Africa are full of these **vestiges’’; they still exist in Europe
and even, to an extent, on the East Coast of the United States.
But Los Angeles also exists and—still worse—Australia. Why
else is it that we love the old cities. but no one, not even the city
planners who conceived them, dares defend the latest **achieve-
ments” of postwar capitalism? What we love about these ves-
tiges, despite all their limitations, is precisely the wholeness of
the use-values they contain, their respect for the unity of the
social and the individual, in a word, their nonfunctionalism.®

Perfect functionalism is necessarily compartmentalized and
linear. It is always functionalism in relation to some one thing, not
in relation to the whole. Add it up: the fastest possible means of
transportation (to go to work), the quietest possible places of rest
(to regenerate labor power), the closest possible places to shop
(capitalism has to survive, after all). What do you have? Los
Angeles or Australia! There space, like time, is split into social
space and individual space. One cannot put social space to indi-
vidual use: at a highway cloverleaf one is necessarily a motorist
and nothing ¢lse. The “artists’ of technocracy can plant fine
trees there, not necessarily plastic ones; they can consult a
painter who is a master of color, and even a psychologist. The
cloverleaf remains ugly. Because neither the painter nor the
psychologist is able to conceive of an individual use of social
space; besides, that's not what they're paid to do.

At the same time, so-called private space is a fraud: it is space
organized for recuperation. Individual houses are dormitories,
places where people sink into the necessary state of stupor (think
of the real functions of television}, places where they make a
feeble attempt to withdraw into themselves (think of the **quiet
joys of family life™"), places where they are bored,

But look at the way people live in an oriental bazaar (social and



In Praise of Socialism 83

individual), the way they entertain in the privacy of their homes in
an underdeveloped country. In settings such as these it is not
“'things’” that we find appealing. It is simply the wholeness of the
use-value, a dimension of which functionalism robs us.

In capitalism, space and time no longer provide a framework
for the organization of use-values. They have become the under-
pinnings of exchange-value. Furthermore—the ultimate alien-
ation—they have a ““price™!

So it is not surprising that the contradictions that make us
realize that capitalism is the moment of negation are sharper in
the periphery of the system than in its center, clearer in southern
Europe than in the United States. It is while capitalism is still
young that it shows its true face. Later it may be too late: people
have forgotten the very existence of use-values, they do not ask
themselves any more questions about the meaning of alienated
work, they are conditioned, they have become one-dimensional.

Examples? Why is the American language an impoverished
form of English, if not because the “'purer’’ capitalism of North
America needs fewer nuances of thought and feeling? Why are
the vestiges of culture in North America to be found in the
proslavery South and not in California or Las Vegas? Why has
the language of the Europeans of the nineteenth century become
unreadable for the functionalist sociologists of the twentieth cen-
tury who simplify evervthing? Why has dialectics become
synonymous for them with ‘‘incomprehensible,”” *‘contradic-
tory,”” “‘erroneous,”” while they take delight in the simple—
simplistic—language of the unilateral models that require a com-
puter (which replaces a billion connections of the human brain by
ten million electric wires)? Why is it that the specialists can no
longer feel and understand cross-disciplinary allusions and
metaphors? Why is it at the beginning of the nineteenth century
that the wonderful, visionary.cry of utopian socialism arose? Why
do the most modern ideas and actions come from China? Why is it
the Cultural Revolution and not the hippie movement that speaks
to the problems of the worker in Detroit?¢

6. The second of the two alternatives also has a name: socialism. It
is a society, a society of human beings. A society that has solved
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certain problems, those of the prehistory of humanity, and lives on
another level, animated by new problems and new contradictions.

The new problems of this society will not be those that are dealt
with by the alienated social science we know today. First of all,
economics will have disappeared. Economics is merely the sci-
ence of the capitalist mode of production. At the same time. this
science also enables us to understand the precapitalist modes. to
understand the specific nature of the alienation, not economistic
but religious, that characterizes them. And also to foresee the
communist mode, freed from alienation. Through a dangerous
misuse of language, we describe economics as the science of all
modes of production. Dangerous misuse because, if we are not
careful. it will persuade us of the ineluctability of economistic
alienation. The social democracy of the European workers’
movement of the nineteenth century succumbed to this. And
when Rosa Luxemburg states, simply, that with the disappear-
ance of the intermediary of exchange-values and the reestablish-
ment of the direct apprehension of use-values, economics no
longer has an object. that is considered a ''left deviation.”

Nor will there be any political science or sociology in a society
in which people really know what they want. No more state, said
Marx; therefore no more science of the state.

The direct apprehension of use-values will be reestablished.
Time will again become whole. **The point is not to liberate work
but to eliminate it,”” So-called leisure time will also disappear,
along with its complement, labor time. Things will no longer be
functional things but parts of the whole, and, of necessity, dura-
ble. Men and women will once again be able to look far into the
future. entrusting to the machine only the short-term calculation
of efficiency relegated to its proper place. Space too will have
been reclaimed, as a support for use-values, as a use-value itself.
With the abolition of work, the division of labor will disappear
(especially the division between intellectual labor and manual
labor, between the labor of conception and the labor of execution.
etc.). With the abolition of exchange-value, the contradiction
between social and individual will disappear, as will the opposi-
tion between city and country, and between collective space and
private space. It can be seen that socialism is a very different
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thing from capitalism without capitalists, which is what it has
been reduced to by social democracy. economism, and the ex-
perience of Eastern Europe.

The direct apprehension of use-values is thus the bearer of
diversity. not uniformity. In contrast to the uniformity brought
about by capitalism’s destruction of culture, here there is the
richness of a rebirth of diversity. National diversity, doubtless,
‘but also diversity that is regional. local. individual.

These, then, are the new problems: those that concern the new
dialectic of the social and the individual in a free society of free
individuals. To attempt to characterize the nature of this new
dialectic. to try to confine it in the straitjacket of present sciences
thatdeal with *"man,” would be a pointless exercise. The fact that
we can already catch a glimpse of some of the new problems must
not deceive us. We perceive them only through the distorting
prism of the debasement and sickness produced in us by capitalist?
society. Only progress on the road toward socialism will enable
us to solve these problems.



PART 11

Imperialism and
Underdevelopment




CHAPTER 4

Universality
and Cultural Spheres

Models of social organization, like the ideological formulations
which sustain them, have a universal scope {vocation}, no doubt
for the first time in history. This applies both to capitalist models
and to those which concern the postcapitalist future, socialist or
not. Clearly, there are today three consistent models which claim
this universal validity: the North American, the Soviet, and the
Chinese models.

The first model, rooted in the history of capitalist formation in
northwestern Europe, has, in the United States, developed virtu-
ally to its logical limit the correspondence between the functional
economic requirements of the capitalist mode of production and
their ideological and political expression. The reason this mode
claims vniversal validity is that the capitalist system has itself
become the first global social system.

Whatever we may think of this model and its internal contradic-
tions, we must concede that it still has immense strength. In
Europe and Japan. it has exerted for twenty-five years a fascinat-
ing attraction, not only on their ruling classes, but also on the
broad masses of the workers. thus demonstrating the hegemony
of the capitalist ideology over the whole society. The
bourgeoisies of the Third World are not aware of any other
objective: they diligently copy the Western consumption model,
their schools reproduce the models of labor organization which
accompany Western technologies.

The other two models claim to draw their inspiration from
Marxism and to have established a socialist social order. Yet they

89
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are very different, in that the Soviet model shares with the West-
ern the idea that consumption, technology. and labor organization
models are ““neutral™ in relation to the social system, that they
stem from the requirements of the development of the productive
forces; it views the question of capitalism or socialism only in
relation to the (private or public) ownership of the means of
production. In contrast, the Chinese model denies that socialism
can take over from capitalism its models of consumption and
labor organization.

These two models also exert a very powerful attraction out-
side their geographical borders. The Soviet model continues to
inspire important tabor organizations in Europe; it also attracts
large sectors of the nationalist petty bourgeoisies in the Third
World. The Chinese model inspires in varying degrees the van-
guard movements both in the West, where it is connected with the
“self-management™ movement, and in certain Third World cir-
cles, where it has some impact on young intellectuals and stu-
dents and sometimes on the masses.

No current of thought and action in the world can stand aloof
from the choices offered by these three models. The question
therefore is to determine which is likely to triumph universally,
and on what conditions. The answer outlined here is intended to
go beyond the scope of traditional political controversy. 1 will
therefore begin with an analysis of the relations between the
economic base and the ideological superstructure, which is the
crucial issue and the decisive contribution of historical mate-

-rialism. This analysis cannot be made in the abstract, ignoring
history: it must also deal with the problems of the transformation
of superstructures which belonged to previous social forma-
tions. and their adaptation (or nonadaptation) both to the expan-
sion of capitalism and to that of the so-called socialist regimes.
These problems concern the West, whose ideology clearly did not
arise out of a void, as well as the Third World, in which the
“vestiges™ of precapitalist modes of production and ideological
systems are still clearly visible,

To raise the issue in this way means opening up a new field of
thinking: that of the nature of what may be called “cuitural

[ N S 1
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spheres.”” To what extent do superstructures demarcate particu-
lar cultural spheres characterized by specific relations between
the ideologies which define them and the economic bases of social
life?

The essential framework of European capitalist ideology was
defined by the European philosophy of the Enlightenment, This
philosophy is based on a tradition of mechanistic materialism
which postulates a series of chains of specific causal determina-
tions, The chief of these is that science and technology by their
(autonomous) progress determine every sphere of social life,
transforming social relations in the process. The class struggle is
expelled from history and replaced by a mechanical determina-
tion imposing itself as an extermal force, like a law of nature. This
primitive_materialism, which-is often regarded as opposed to
idealism. is in fact iis twin brother: they are two sides of the same
coin. Whether it is said that humanity is guided on the path of
progress by a God (Providence) or that this function is fulfilled by
science, it comes to exactly the same thing: conscious, nonalien-
ated society and social classes disappear from the picture. That is
why the ideological expression of this materialism is often reli-
gious {e.g., the Freemasons or the Supreme Being); that is why the
two ideologies go easily hand in hand: in the United States
primitive materialism governs soctal behavior (and provides its
“scientific’” explanation) while religious idealism remains intact
*in the soul.”” Bourgeois *‘science’’ has never transcended this
primitive materialism. because it conditions the reproduction of
alienation, enabling capital to exploit labor.

Marxism is not just the most modern materialism. Because it
combines materialism with dialectics, it stands outside the terrain
of the classical materialism/idealism debate and transcends both
by ““demystifying’’ them, i.e., by revealing their function in the
class struggle. Marxism produced the basic concepts which led to
this transcendance (modes of production, social formations, pro-
ductive forces. relations of production, superstructure) and used
them to elucidate specific characteristics of the relations, in social
reproduction, between the ultimately determinant economic base
and the sometimes dominant, sometimes subordinate superstruc-
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ture. Historical materialism for the first time analyzes history in
nonideological terms. provides the methods for understanding the
nature of social alienation and thus breaks radically with the
tradition of European philosophy. Thus, although Marxism was
constituted within the European cultural sphere. it trans-
cended the debates of that society (is capitalism the final embodi-
ment of reason or a still imperfect stage on that path?), thereby
acquiring its universal validity.

This validity is nevertheless continually called into question by
the vulgar reduction of Marxism to economism throoghout ad-
vanced capitalist society, including its working-class movements.
This “*vulgar Marxism'" takes over from the primitive materialist
philosephy of the Enlightenment two postulates which it formu-
lates in language apparently Marxist, but emptied of Marxist
content, The first is that the development of the productive forces
(autonomous force) determines the changes in the relations of
production (effect). This is the argument of all revisionisms. Yet,
history shows that it is the ¢lass struggle which alters the relations
of production and thus makes possible the potential development
of the productive forces. The second is that the superstructure
reflects the requirements of the economic base. This simple ar-
gument ignores the specific features of the base/superstructure
refations pertaining to every mode of production. and the relative
roles of base and superstructure in the overall reproduction of
each society.

These pseudo-Marxists bring us back to the old notion that
society is governed by ““laws’” (forces external to itself). Histori-
cal materialism thus becomes a particular field of action in which
the “laws' of “'dialectical materialism™ embrace both society
and nature. Having reached this point, we are right back to
bourgeois phitlosophy and religion. Engels’ unfortunate attempt to
posit a ““dialectics of nature’’ reflects the pressure exerted on the
European labor movement by the hegemony of bourgeois ideol-
ogy. It was in line with the spirit of the time: positivist scientism,
Kautskyism, etc. Stalin was to transform this rough sketch into a
catechism. In distorting Marxism, moreover. this reductionism
also gave it a West-centered character which it shares with the
ideology of capitalism.
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The philosophy of the Enlightenment implies a teleology: the
whole history of Europe was a necessary preparation for the birth
of capitalism to the extent that Christianity, viewed as a Euro-
pean religion, was more favorable than other religions to the
emergence of the individual and his capacity to dominate nature.

It may be useful here to consider the significance and function
of some groups of religions: the religion of ancient Egypt, Con-
fuctanism, Hinduism, and the *Semitic’” religions (Judaism,
Christianity, [slam).

Religions settle two sets of problems: those concerning the
relations between people and nature and those concerning the
relations among people (the social classes). Although what pre-
dominated at the very beginning of the religious idea was doubt-
less the domination of nature, the resulting religious alienation
was nevertheless made to serve the reproduction of the social
hierarchies. Both in the Egyptian religion and in Confucianism
this second function of religion already clearly constitutes their
main dimension. There were myths concerning natural
phenomena and the magical means of placing them at the service
of humanity (for example, the flooding of the Nile and the Hoang
Ho). but these were integrated in a broader philosophy geared to
the justification of the social order. This transfer of the center of
gravity of alienation shows how highly developed the productive
forces were in these two societies which succeeded in mastering
irrigation.

The religion of ancient Egypt is a construct remarkably consis-
tent with the requirements of reproduction in a full-fledged tribu-
tary mode of production. What is.striking in this religion is a kind
of cynicism according to which the forces of Evil (Seth) prevail
over the forces of Good. To what does this picture of society
{actually quite realistic) correspond? Is not its function to justify
the heavy and fully transparent tribute paid by the toiling masses
for the benefit of the ruling classes? Religion here is perfectly
attuned to the requirements of the tribute-paying mode; this
shows that ideology fulfills a dominant function in social repro-
duction.

Confucianism is a formally different expression of this same
type of relation between ideology and the full-fledged Chinese
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tribute-based mode. What we have here is a civil philosophy with
religious overtones which attributes to the social hierarchy the
character of a permanent human necessity based on an implicit
sociopsychology which looks fairly commonplace to us.

On the other hand, the Hindu and Semitic religions were at-
tempting to address the relations between people and. nature.
Faced with a serious threat from a largely uncontrolled nature,
primitive people only had a choice between two attitudes: to
identify with nature or to deny it. Hinduism adopted the first
attitude which, by reducing humankind to a part of nature, makes
powerlessness tolerable. Coming from the arid regions of the
Middle East, the Semitic religions, on the other hand, asserted
the original separation of people from nature, the superiority of
humanity—the image of God—and the subjection of nature which
has no soul and is reduced to being the object of human action.
Both contain potentially the subsequent development of a sys-
tematic attempt to tame nature, but at the initial stages of the
Semitic religions, this assertion was merely ideal. In the absence
of any real means of acting on nature, appeal was made to God
the protector (of the Jewish chosen people, in fact). This decisive
choice was inherited by Christianity, although its development
within a complex, advanced, and crisis-ridden society led it to
extend considerably the second dimension of religion, that con-
cerning social relations. The same applies to Islam, especiatly
since it shouldered the burden of organizing a new empire.

Christianity, one of the essential components of the European
cuitural sphere, is thus deeply rooted in a rémote past outside that
sphere. We would like to draw an important lesson from this
observation: ideologies formed at a particular time in history may
have subsequent destinies very different from their original voca-
tion. Did not Hinduisim, for instance, constitute a very powerful
element of resistance to the development of a full-fledged tribute-
based mode of production, of which India rather provides exam-
ples of abortive attempts? Is it not significant that the most
consistent attempt in this direction was made by the Moslem
sovereigns of that subcontinent?

On the other hand, since they were highly consistent with the
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requirements of the tribute-based mode, Egyptian religion and
Confucianism were forces incapable of flexibility and either re-
mained unchanged—accompanying the survival of the full-
fledged tribute-based mode—or were totally eradicated. It was
not until China, shaken from outside by capitalism, superseded it
by its socialist revolution that Confucianism finally began to lose
ground, particularly from the time of the Cultural Revolution. As
regards Egypt. the Pharaonic ideology has largely survived the
official Christianity and Islam of that country; this persistence
explains and is explained by the persistence of the tribute-based
mode, giving Egyptian society its particular features in the Arab
Moslem world of vesterday and today. In this sense, capitalism
did not prove capable of destroying the ideology of the tribute-
based mode. Probably, as in the case of China, only socialism will
eventually be able to do this. ’

On the other hand, Christianity and Islam have great flexibility
rooted in their original position regarding the relations between
dominant humankind and dominated nature. It therefore appears
quite wrong, for example, to make Christianity or Islam the
ideology of feudalism. They may have been here and there, such
ideologies, but they have also been the ideology of merchant
empires (the Arab world of the Middle Ages. the Italian towns
and those of the Hanseatic League. Atlantic Europe from the
sixteenth century onward,. etc.), just as Christianity has also
become the ideology of capitalism. The speeches about "Islam
and progress’ (implying the rational spirit, individual initiative,
capitalism, and so on) are equally unconvincing, for on this plane
Islam. like Christianity, can adapt itself to everything. Neverthe-
less, both Christianity and Islam will remain obstacles to
socialism, since, like all religions, they convey profound aliena-
tions,

The formation of capitalist ideology. in fact, went through
different stages. The first was the adaptation of Christianity
(especially with the rise of Protestantism): but that was only a first
stage, confined to certain areas of the European cultural sphere.
It is because capitalism developed particularly early in England
that the bourgeois revolution there took a religious and therefore
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particularly alienated form. Being master of the real world, the
English bourgeoisie did not feel the need to develop a philosophy;
it could be satisfied with an empiricism which corresponded to
primitive materialism and which was sufficient to ensure the
development of the productive forces. The counterpart of the
development of alienated English political economy was this em-
piricism which took the place of a philosophy. But Protestantism
did not fulfill the same functions on the continent of Europe
because the development of capitalism there was not sufficiently
mature. The second wave in the formation of capitalist ideology
was therefore expressed more directly in philosophical and politi-
cal terms. Thus Protestantism is not, any more than Catholicism,
the specific ideology of capitalism.

It was a long time before this specific ideology gradually
emerged from the earlier forms which had ensured the transition
to capitalism. Its content was economistic alienation. Its
expression—supply and demand considered as external forces
imposing themselves on society—reflected its mystified and mys-
tifying nature. Having reached this stage of its elaboration, the
ideology of capitalism abandoned its previous forms or emptied
them of their content: the assertion of the individual gave way to
that of the organization. This ideology has a petentially universal
force which accompanies the worldwide extension of the
capitalist mode of production, because it is perfectly consistent
with the basic requirement of this mode: the law of profit.

Freed from the teleological and Eurocentric vision of history,

-we can now understand the nature of ‘the break with the
philosophy of the Enlightenment which Marxism represents.

We have on one side Enlightenment philosophy, whose remote
origins lie in the Semitic religious vision thus opening the way to
the domination of nature through the development of science and
technology. This philosophy, whether it takes the idealist form of
the Christian religions or that of the mechanistic materialism of
the Greeks, of the Renaissance or of the eighteenth century,
nonetheless leads to the idea of linear progress, parallel on all
levels and determined by the irresistible progress of science. This
philosophy leads necessarily to domination by the commodity



Universality and Cultural Spheres 97

value which must penetrate all aspects of social life and subject
them to its own logic. The themes of science, technology, and
organization as ideologies find their place here. At the same time,
this philosophy pushes to an extreme absurdity its original asser-
tion concerning the separation of people and nature. It is, from
this point of view, an absolute anti-Hinduism. It wants nature to
be treated as a thing, and even to be destroyed, thereby threaten-
ing the very survival of humankind, as the themes of the envi-
ronment and ecology are beginning to remind us.

In contrast to this ‘“‘universal barbarism,”” historical
materialism is an alternative vision based on a qualitative break
which transcends the frame of reference of previous alienated
choices, such as idealism or primitive materialism, fusion with
nature or negation of nature. The prospect is clear here; it is one
of self-management extended to all (in the “*developed’ world as
well as in the world which is not developed today). As a condition
of “‘disalienation,”’ this control by humankind over our own fu-
ture, at all levels, compels us to supersede exchange-value.

The universal scope of the commodity ideology confronts that
of historical materialism. In today’s world, the level and forms of
development of capitalism on the one hand. and the form of its
socialist contestation on the other, as well as the actual division of
the world into different spheres of civilization (European and
non-European, Moslem, Hindu, etc.) are combined in a complex
way, so that we need to concretely study the relations between
the base (whether developed or not) and the superstructures in
each of these spheres. In this connection, we can distinguish, as a
first approximation, six spheres among which our present world is
divided.

The European sphere of developed capitalism {Western
Europe, North America. Australia and New Zealand) still retains
some of its original heterogeneities (unequal levels of develop-
ment and characteristics of social formations and class alliances,
predominance of Catholic or Protestant religious traditions and of
the different, more or less empirical currents of the philosophy of
the Enlightenment). The fact remains that in the United States the
specific ideology of capitalism. économistic commodity aliena-
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tion, appears in its purest form—organization and technology as
ideclogy. The United States constitutes the model toward which
Europe is tending. The ideology of the dominant class is in this
case the dominant ideology of the society. In its social-
democratic form. revisionist Marxism expresses here the same
essential content in the working class, in relation to the im-
perialist phenomenon.

The non-European sphere of developed capitalism is virtually
limited to Japan. Japan is frequently the subject of contradictory
comments: it is said 1o have lost its national culture and retained
only an empty shell; or on the contrary, Japan supposedly jux-
taposes or even integrates its own system of values (e.g., pater-
nalism in the firm) with the requirements of the law of profit. In
fact, Japan acceded directly to the ready-made ideology of
capitalism, in its mdture form of commodity alienation, because it
did not go through the tramsition pertod of bourgeois indi-
vidualism expressed in the transformation of European Christian-
ity. Capitalist Japan followed another society, an immature
tribute-based society of the feudal type.

The ideology of this society was partly that of China, the
mother of the regional civilization, although the immature charac-
ter of the Japanese tribute-based mode prevented it from adopt-
ing this ideology in its totality. Is not the relative success of
Buddhism evidence of this? Buddhism is in fact an anti-Hinduist reac-
tion similar to the Semitic religions in its assertion of the separa-
tion of people and nature. Buddhism failed in India, and in China
it did not succeed in undermining the Chinese ideology. Yet it was
successful in Japan. But because they were not European, the
components of the precapitalist Japanese ideology were more
difficult to integrate into the new capitalist ideology. The latter
mainly took over the specifically Chinese components of the
earlier ideology. because the very advanced capitalist mode, cor-
responding to the world of organization and *one-dimensional’”
man, links up with the tribute-based mode, the transparent extor-
tion of the surplus reappearing with the centralization of capital.
Hence Japan could evolve in a way which would bring it closer to
the Soviet world,

The European sphere of so-called socialism, of what is in fact a
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new class mode of production (the **Soviet mode,” to give it a
name) shares with that of the capitalist West both the history of
its formation and the essential features of commodity alienation.
This sphere derives from the revisionist version of Marxism, and
has developed what is probably the most advanced of the possible
models which could follow capitalism linearly, being in line with
the philosophy of the Enlightenment. The United States and
Japan are tending toward this model, and Europe is following
suit, although with more difficulty.

The European sphere of underdeveloped capitalism—in prac-
tice, Latin America—presents a specific contradiction. Since it is
underdeveloped, Latin America cannot accede to the model of
mature central capitalism, owing to the very fact of imperialist
domination. There is. however, a very strong danger that large
sectors of these societies may continue to cherish the illusion of a
possible evolution toward either an American or a Soviet model,
The reason for this is the European colomial origin of Latin
America, a colonization which not only imported essential as-
pects of the European ideology in transition toward capitalism,
but also maintained living links which led the ideological currents
of Europe to pursue their development on that continent.

In the subarea in which Spanish colonization integrated or-
ganized Indian populations (Mexico, Guatemala. Andean coun-
tries), the Indian *‘reserves’ are frequently contrasted with the
areas of a European character, This contrast, based on surveys of
ethnic types, langvages, and other social characteristics (religious
myths, family organizations, etc.), is in keeping with a typically
colonial ideologicat vision which concludes {(on the basis of the
criteria adopted) that there is a gradual '*Europeanization.” In
fact, the broad masses are still resisting this **Europeanization’
{even if this is a passive resistance which is yielding in some
spheres, as in that of language}. These working-class masses are
m the very large majority. not only in the rural areas, but also in
the towns. (The acceleration of migration to the urban centers has
changed their character which, not very long ago, was essentially
colonial, i.e., Spanish.) This opposition is expressed primarily by
the refusal of the masses to participate in the debates concerning
“‘modernization.”’ At the other pole, the ruling classés—in the
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widest sense—have no doubt of their “*Europeanness.” which,
however, is cultural more than ethnic, since the renewal of these
classes side by side with the development of capitalism was
sometimes effected by the absorption of popular elements. The
gulf between these ruling classes and the people is therefore
widened by this double unintegrated cultural heritage. In Mexico,
for instance, the contemporary revolutionary movement (urban
dweller, worker, student) has no roots in the peasant {and there-
fore *'Indian’) revolution of 1910. In Bolivia, Trotskyism. the
dominant factor in the labor movement, ignores the (Indian)
peasantry which continues to proclaim its hatred of colonial Spain
in its songs.

In the subsphere in which colonization was based on black
slavery (the West Indies and traditional Brazil), there is a similar
gulf between the culture of the people (largely black) and that of
the ruling classes (irrespective of their color) who are always
attracted by European culture, a relic of the colonial mentality.

These problems do not exist in the Southern Cone (including
southern Brazil} with its almost entirely European population.
The emigrants, who came here, like others who went to the
United States or Australia to make their fortunes, are at present
experiencing a Kind of internal rage at having missed a develop-
ment which could have turned them into the equivalents of Aus-
tralians. The fascist style of S&o Paulo reflects this frustration
and the will to destroy at all costs the old Brazil. Peronism shares
many of these attitudes.

It will be difficult to understand the repeated failures of the
mass movements in Latin America as long as people refuse to
take into consideration the profound relationship at the ideologi-
cal level between ‘'Europeanness”™ and capitalism. Latin
America has not yet come to grips with its coloenial origin. The
absence of Maoist-type thought on that continent may well be
largely a consequence of this contradiction.

The African and Asian peoples of the non-European sphere of
underdeveloped capitalism do not have these problems. It is true
that here, as in Latin America, the bourgeoisies favor the con-
sumption model and the lifestyle of European capitalism. But the
iltusion of “"development’’ is considerably less strong here. De-
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spite the extremely wide range of cultures in this vast sphere,
despite the cultural alienation of the “‘elites.”” there is a distinct
feeling that the development of capitalism is destroying their
personality and uprooting them from their past. There is no doubt
that since Bandung. the great Afro-Asian consolidation has
evoked a response among the peoples: and today it is here, in
Africa and in Asia, that Maoism—in the broadest sense—finds its
most powerful echo. It is no accident that the revolutionary
forces won out in Cambodia but were defeated in Chile. China
and communist East Asia constitute a particular sphere, owing to
the fact that these are perhaps the only places where Marxism has
been successful in taking hold on the minds of the people.

The problem of the transition to worldwide socialism compels
us to become aware of these considerations. For the developed
world as a whole, the main issue is this: how can we extend the
sphere of use-value (reduce the field of commodity relations)
without ‘making the productive forces regress? Inasmuch as the
“traditional’’ use-values have already disappeared, buried under
the development of commodity relations, we have to invent a
culture which is likely to be almost completely new.

For the underdeveloped world as a whole, the main issue is

different: how can we develop the productive forces without
~ letting the commodity relations gain ground? Since the traditional
use-values still exist here, it will be possible to build a bridge
between the past and the future. But this does not in any way
mean that these societies must inherit precapitalist ideologies. On
the contrary, the transition to socialism implies a radical breach
with this heritage in Asia and Africa. just as it implies abandoning
the “*European dream’ in Latin America. The Third World has so
far been living in a very particular situation. in which all these
contradictions are expressed, It is a situation of “‘obstructed
transition,” from which only the countries of communist East
Asia have freed themselves. This situation is reflected in the
sterile opposition between an impossible attempt at bourgeois
modernization, made by the dominant classes who are relays of
imperialism, and a popular resistance which is still trying to
preserve precapitalist relations. This resistance may be very
strong where the oppressed peoples are of non-European culture,
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because the economic motives (it is in fact a resistance to pro-
letarianization, that is, to exploitation) are reinforced by cultural
motives. But this kind of resistance will not be able to turn into
revolution.

Nor should we forget that. although the models of social or-
ganization are strictly identical for both the developed world and
the underdeveloped world, communism by no means excludes a
variety of solutions. On the contrary, use-value necessarily gen-
erates variety.




CHAPTER 5

The Crisis of Imperialism

When Imperialism, the Highest Stage of Capitalism appeared
during the First World War. Lenin was perfectly aware of the
importance of his analysis of the close relationship between the
new hegemony of monopolies, the worldwide expansion of
capitalism and colonial oppression. the development of a labor
aristocracy in the capitalist centers, and the first social-
democratic revisionism. Imperialism’s second crisis, begun a few
years ago, is giving new relevance to Lenin’s basic conclusions,
while a struggle is developing against the second (Soviet) re-
visionism, which shares with its predecessor the reduction of
Marxism to economism and a West-centered outlook.

What changes have taken place between this first and second
crisis of imperialism? What were the principal forces which de-
termined these changes?

1. Expansionism and imperialism, a necessary clarification

From the beginning, capitalism acquired an international di-
mension; but the content and function of this dimension went
through three stages. During the mercantilist period of primitive
accumulation (from the Renaissance to the Industrial Revoiu-
tion). the American and African periphery played decisive roles
in the accumulation of money capital.' During the classical period
of mature premonopoly capitalism (the nineteenth century), the
American, Asiatic. and Arab-Ottoman peripheries contributed to
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the acceleration of industrialization in the center by absorbing its
manufactured products (in exchange for agricultural products)
and raising the profit rate.? However, since the end of last cen-
tury, the monopelies have given a new dimension to the world
capitalist system by making possible the export of capital.

It is therefore essential not to confuse expansionism, the gen-
eral characteristic of capitalism, with imperialism, which consti-
tutes its contemporary stage. This question must not be studied in
terms of the “*economic’” laws of the capitalist mode. but by going
back to the global plan of historical materiatism, that of the class
struggle, and placing this struggle once again in its true worldwide
context. It is only thus that we will avoid the linear and mechanis-
tic vision which the West-centered outlook necessarily involves.

This potnt of view assumes that one is familiar with the princi-
pal arguments in Unequal Development concerning: (1) the fun-
damental concepts relative to modes of production, social forma-
tions, and the relationships between the economic base and the
ideological and political superstructures;? (2) the characteristics
{generalized commodity alienation) and the fundamental laws of
the capitalist mode of production, especially those concerning
accumulation:# the dynamics of extended reproduction, the ac-
tive role of credit and money in the dynamic equilibrium.® the
dialectics of the business cycle and smaller economic fluctua-
tions;® (3) the international link between national capitalist forma-
tions and the international monetary system;’ (4) the concept of
domination by the capitalist mode over other production modes,
the formal subordination of laber to capital, the interconnection
between agriculture and industry in the accumulation of capital,
and the transformation of ground rent;3 (5) the theory of interna-
tional values and that of unequal exchange:® and (6} the problems
of unequal social development with which beth capitalism and its
socialist successor are invoived.

Expansionism, both premonopolist and menepolist, appears
as the immediate expression of the search for markets, either for
commodities or for capital. Our argument is that the capitalist
maode does not "'need’’ external markets, either for its products or
for capital. Dynamic equilibrium is in fact always **possible,’” and
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there is no problem of its ““accomplishment™ as soon as one
understands the active role of money and credit in accumuiation.

The active search for these markets is therefore a product of
the class struggle, and it is in this way that the *‘internal’’ national
conditions of accumulation are interrelated with the conditions of
the world system of premonopolist and then imperialist capitalist
formations. Capital knows only one “‘law’": the search for a
maximum rate of surplus value. disguised by its immediate
form—the pursuit of a maximum rate of profit. In this search. it
confronts only one obstacle: the resistance of the producers of
this surplus value—proletarians and immediate producers for-
mally subordinated to the exploitation of capital.

Mercantilist expansionism typifies the class struggle of the
period of transition from European feudalism to capitalism. It
was the preduct of the struggle between the developing
bourgeoisie—still merchant and not industrial—and the landown-
ers. The first **periphery’’ was thus organized in close relation-
ship with primitive accumulation: the accumulation of money
wealth which became capital at one pole, and the deterioration of
feudal relations of production which released the labor power that
was to become the proletariat at the other pole. The transforma-
tion of ground rent and landed property, which became capitalist
rent and capitalist landed property, was part of this deterioration.
There is no ““economic law’’ which can account for these decisive
transformations in the transition from feudalism to capitalism.
Physiocracy merely expresses in ideological terms the demands
of the agrarian and merchant bourgeoisies; it gives a “"rational”’
image of their behavior,

Nor did the commercial expansionism of nineteenth century
premonopoly capitalism follow from an implacable **economic™
necessity. The internal markets for the new manufactured prod-
ucts were insufficient because the rate of surplus value was very
high, owing to the weakness of the working class. A theoretical
equilibrium without external markets would have been possible at
a higher level of real wages. External markets gave rise to a new
international division of labor: the center was industrialized all
the more quickly since the periphery furnished raw materials




106 lmpefialism and Unequal Development

(cotton) and foodstuffs (wheat). This division of labor fostered
acceleration of accumulation in the center. in spite of the very low
level of wages. At the same time, it enabled the industrial
bourgeoisie to reduce the extraction of the profits of ground rent.
It was not “‘economic laws™ bui class relations between the
bourgeoisie, the proletariat, and landed property that determined
the pace and structure of accumulation. The comparison between
the history of accumulation in England and in France is ¢lear and
bears precise evidence of this. The class relations (struggles and
alliances} in these social foermations cannot be viewed in isolation
since they bring together social forces throughout the world sys-
tem. The international division of Jabor favorable to the industrial
bourgeoisie of the center, especially of the main center—
England—implies the integration into the world system domi-
nated by England of social classes which benefited by that inte-
gration and which. on that basis, became its agents. The new
latifundia producing export products from India (zamindars},
Latin America, and Egypt are good examples.

Since the end of the last century, the expansion of imperialist
.capitalism has been transmitted by the export of capital as much
as by that of products. Here once again there is no ‘“economic
law™ which renders accumulation *‘impossible’”” on an internal
basis; there is no problem of “"impossible markets’” either for the
products or for capital. If imperialism is nevertheless a qualitative
new phase of capitalism, its characteristics must be sought in the
conditions of the class struggle, in the center, the periphery, and
especially at the global level of the imperialist system.

In this perspective I will take up four series of decisive debates
concerning: (1) the meaning of imperialism and of the fundamen-
tal link which Lenin established between monopolies. im-
perialism, and revisionism; (2) the meaning of the imperialist
domination of the capitalist mode of production over the whole of
the world system. in terms of class alliances and struggles on a
worldwide scale: (3) the relative place of “economic laws'" and
the class struggle in the whole matter; and (4) the opposition
between a world vision of the class struggle, which implies un-
equal exchange (that is, unequal rates of exploitation of labor
power) analyzed in terms of uneven development of capitalism,

g
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and the West-centered outlook of economistic revisionism, Based
on the conclusions of these debates we will propose a periodiza-
tion of the imperialist phase and an analysis of its crises.

2. What is imperialism?

The concepts of center and periphery are related to the expan-
sionism of capital in general. They are definitely not attenuated
synonyms of imperialist countries and colonial or dependent
countries, These concepts are essential for those who, from the
very beginning, have a vision of capitalism which is neither
West-centered nor economistic. It is not by accident that those
who reject these concepts inevitably fall into the revisionist trap,
even when they state their *‘criticisms® in leftist or ultraleftist
terms (Trotskyism, pseudo-Maocism, anarchism, etc.); in the final
analysis they remain the objective allies of social democracy.

If Imperialism, the Highest Stage of Capitalism remains the
fundamental revolutionary work which still defines the essentials
of the contemporary system, this is because Lenin established the
objective connection between monopolies and revisionism (that
of the Second International of his time). The growing centraliza-
tion of capital introduced the era of monopolies at the end of last
century. but this did not simply transform the conditions of com-
petition at the center. Nor were the conditions simply created for
the *‘transformation” of values into prices by giving to the
monopolist sector of capitalism the hegemonic role, and appro-
priating for it a growing share of the surplus value generated in the
other sectors. The essential point is that the extension of this
hegemonic role of monopolies on the world scale, and the division
of the working class at the center, which accepted the revisionist
hegemony, occurred simultaneously.

Monopolism in fact made possible, for the first time, the export
of capital on a scale hitherto unthinkable. This gave a new
momentum to the unequal international division of labor and
extended the exploitation by monopolies to all the producers of
the system. But this exploitation was extended by dividing the
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producers, that is, by subjecting them to different rates of exploi-
tation. First, in the sector governed by outright capitalist relations
of production, different rates were paid at the center and at the
periphery to the same labor force which produced identical goods
(or close substitutes) with the same productivity. Second, in
those sectors of production subjected to the formal domination of
capital (as opposed to real domination}, the surplus generated by
formerly free producers was appropriated. The essential point
then is the possibility monopoly capital has for a new strategy of
differential exploitation of labor.'?

Lenin stressed this simultaneity. He denounced the objective
roots of the hegemony of the *’labor aristocracy’ over the class,
the reduction of Marxism to an economist ideological expression,
and the bureaucratization and nationalist betrayal of the
working-class parties of the Second International which were its
political results. At the opposite pole—in the periphery—the con-
ditions were created for a united front in the struggle against
capitalism, which placed the whole of the exploited masses under
the leadership of the working class. But the workimg class must
seize that leadership from the hands of the national bourgeoisie.
whose development is limited by imperialist exploitation, even if
this bourgeoisie is also the product of the development of the
imperialist system. At the center, the battle must be engaged by
the revolutionary camp agamst social democracy and, at the
periphery. against the nationalist hegemony. This new combina-
tion of alliances and class struggles on a world scale is charac-
teristic of imperialism. _

. The imperialist system tends to aggravate uneven develop-
ment. At the center the social formation tends to be reduced to
the capitalist mode of production; the "“backward” sectors—the
less competitive small-and medium-sized enterprises—are gradu-
ally eliminated. The social-demecratic alliance gains strength as
this elimination advances. At the periphery, however. formal
submission extends to sectors which were hitherto independent,
thus placing narrow limits on the development of the productive
forces.

With imperialism, the principal contradiction of the capitalist
system tends to be between monopoly capital and the over-
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exploited masses of the periphery; the center of gravity of the
struggles against capital tends to shift from the center of the
system toward its periphery. Lenin expressed this admirably
when he proposed the new formula “*Workers of the waorld,
oppressed peoples, unite.”

The essence of revisionism is precisely to deny this principal
contradiction: to deny that the division of the working class at the
center has objective bases, and to attribute it to the subjective
factor (**betrayal’’ by the leaders, etc.); to deny that the working
class at the periphery can become the essential force of a libera-
tion which, from being national at the beginning, becomes social
in the end; and to deny that this possibility also has objective
bases (imperialist exploitation). Sometimes revisionism openly
proclaims itself as such (asserting the supremacy of “‘national
interests”" over those of classes in conflict, etc.}, sometimes it is
disguised as ultralefust, continually repeating that the working
class at the center remains the principal nucleus of the forces of
socialism—because it is more ‘‘numerous,” etc. This West-
centered outlook, diametrically opposed to the analysis of uneven
development, goes back to the old tradition of linear and
mechanistic bourgeois thought. It reestablishes the bridge be-
tween the bourgeois philosophy of the Enlightenment and the
reduction of Marxism to economism.

Alt the revisionists, both rightwing and ‘‘leftwing,”” have
emptied Lenin’s analysis of imperialism of its revolutionary con-
tent. They are willing to repeat the ““five’” characteristics of
monepely; by isolating these, they ignore the “‘sixth’
characteristic—the social-democratic hegemony in the working
class of the center, and even more the “seventh —the socrahst
character of the struggles for national liberation.

3. Two significant debates

The Leninist theory of imperialism forms part of a great series
of debates regarding accumulation at the level of the new worlf:l
system which had just come into being. Rosa Luxemburg’s thesis
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that accumulation is impossible without external markets is wel
known. The economic argument is erroneous, as Bukharin clearly
showed (in Imperialism and the Accumulation of Capitaly when
he recalled the role of money and credit. But more importantly
her argument, which is related to the expansionism of capitatism
in general, does not highlight the specific characteristics of im-
perialism. When Rosa Luxemburg spoke out against revisionism,
therefore, it was with weak arguments. When Otto Bauer as-
serted that equilibrium was possible without external markets,
provided that the real wages increased with productivity, or when
J. A. Hobson suggested that the export of capital was necessary
only because the rate of surplus value was too high (understood to
mean in retation to equilibrivm conditions), Rosa Luxemburg
strongly objected to this prospect of an ““integration™ -of the
working ¢lass putting an end to its socialist aspirations. But the
argument is not completely erroneous; imperialism is indeed ac-
companied by an increase in wages at the center, which capital
tries to offset by overexploiting the periphery. This dual move-
ment further polarizes development at the center, ““marginaliz-
ing"’ the periphery not in absolute terms, but in relative terms, as
shown by the increasing gap between national products. Rosa
Luxemburg did not grasp this dialectic because she failed to see
what was new in imperialism. It was Lenin who went bevond this
first phase of criticism of revisionism. The revisionists, with Pan-
nekoek. Tugan-Baranowsky, Hilferding. Kautsky. and others,
were hastily interpreting the possibility of an equilibrium of ac-
cumulation in economistic terms implying that capitalism was
eternal, an argument to which Rosa Luxemburg could only op-
pose the argument of catastrophic collapse, which is of the same
economistic and mechanistic nature. After Lenin, Bukharin was
able to criticize Rosa Luxemburg correctly, to deduce from her
errer the shortcomings implied in her views on the colonial ques-
tion and the peasant question. Rosa Luxemburg’s obstinacy in
maintaining that the nature of the working class in the center had
not changed, together with her underestimation of the anti-
capitalist revolt of the periphery, served as the basis for all
subsequent leftist versions.!!
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One can see, therefore, how great a qualitative jump im-
perialism represents. But, from the 1930s, for reasons that we wiil
see later, the Leninist theory of imperialism was emptied of its
essential content.'* It was only in the 1960s that the debates on
imperialism were revived, in connection with the beginning of its
second crisis.'> We can thus examine three themes from that new
series of very rich confrontations: unequal exchange, ground rent
and. the formal subordination of labor to capital, and dependence
and underdevelopment.

The debate on the question of unequal exchange appears to
have brought out first, the tendency of world values to prevail
over national values, resulting from the increasingly worldwide
nature of the production process, and second. the tendency to-
ward increasing divergence between exploitation rates of labor at
the center and at the periphery. Taken together, these two
characteristics reflect the intensification of the imperialist system
since Lenin's time and make possible the correction of Bukha-
rin's error concerning the so-called tendency toward worldwide
equalization of wages.

Once this step had been taken, it was urgent to consider the
specific forms of capitalist domination in the periphery, which
Lenin did not do explicitly, Stalin tackled, although dogmatically,
according to the tactical requirements of the Third Internation-
al,** and Mao Tse-tung developed practically in relation to
China.'s The importance of the peasant world in the periphery
countries has led to a reassessment of the theory of ground rent
and of formal subordination essential to understanding the nature
of the class alliances of imperialism at one end and of the pro-
letariat at the other.

Thus a bridge was graduvally built between the theory of im-
perialism and that of "*underdevelopment.”” Imperialist formula-
tions concerning this phenomenon (analyzed in terms of "*back-
wardness’”) were followed by bourgeois and petty-bourgeois
nationalist formulations which first expressed the theory of
**dependence”—first economistic, mechanistic, and even Keynes-
ian, and then structuralist. This nationalist content was linked
with the persistent refusal to give to the theory of imperialism its
true Leninist content, a refusal shared by the second revisionism
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and the new leftism which revived the views of Rosa Luxemburg
without transcending them.

This series of debates. therefore, largely repeated those which
had taken place fifty years earlier. The same themes—those of
economism in its two versions (the rightwing evolutionist version
of Bernstein and the leftwing “‘catastrophe™ version}—gradually
emerged. '

Fundamentally, it was the battle in which the protagonists
recognized that the new revisionism, that of Muscovite or-
thodoxy, was based on the same fundamentat objective realities
(imperialism, become social-imperialism) and the same ideologi-
cal reduction of Marxism to a linear, mechanistic, and West-
centered economism. The development of these debates there-
fore had an impact which led back to the essentials of Marxism.

4. The phases of imperialism

Imperialism is the highest phase of capitalism in both senses of
the word. First, the centralization of capital has gone so far that
its further development will mean a departure from the capitalist
mode of production proper, because the latter implies the frag-
mentation of control of the means of production, the noncentrali-
zation of that control at the state level. Hence, if capitalism is not
overthrown by a socialist revolution, the progress of the produc-
tive forces could lead te a new class society not reducible to a
new type of capitalism. The new situation is underlined by dis-
cussions concerning the Soviet mode of production, the world of
One-Dimensional Man and of 1984 the base/superstructure rela-
tioaships specific to that new class society (different from those
which characterize capitalism), and the "*decadence’ theory as a
possible historical path for the superseding of capitalism instead
of revolution.'s Second, the era of imperialism is already in effect
the era of socialist revolutions, that is, the era of the decline of
capitalism.

Thus, the phases of imperialism are not of the same nature as
those of premonopoly capitalism. With reference to the
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nineteenth century, we found it appropriate to distinguish be-
tween the tong phases of homogeneous expansion of capitalism
and the phases of structural crisis. Each of these expansionist
phases was characterized by a real geographic extension of the
capitalist sphere (central, of course). This was the era of victori-
ous bourgeois revelutions and the rise of capitalism. The thinking
of Marx and Engels on the future of capitalism, the colonial and
national questions, the revolutionary strategies. etc., must be
viewed in that context; if not, one commits the historical miscon-
ception of reproaching Marx and Engels for having been unaware
of imperialism. attributing to them the role of prophets. which is
contrary to the very essence of Marxism.'"?

The phases of tmperialism revolve around totally different
axes. The main thread-is of course the development of the princi-
pal contradiction which characterizes imperialism, that is to say,
it is anti-imperialist struggles which are the decisive factor. The
economistic and West-centered perspective considers first the
internal evolution of central capitalism, as if it stemmed from
“economic laws’' (as opposed to the class strugele and the anti-
imperialist struggle which is its main form). Once again, this
perspective separates the evolution of anti-imperialist relations
and that of the struggles at the center from the principal con-
tradiction. To that viewpoint, we propose another which eluci-
dates the interimperialist relations and the class struggles at the
center int terms of the anti-imperialist struggles.

Imperialism has undergone two expansionist phases—that of
its installation (1880-1914) and that following the Second World
War (1945-1970)—a first major phase of crisis (1914-1945) from
which the Russian and Chinese revolutions emerged, and, now. is
undergoing a second major crisis.

The first expansion saw the emergence of: (1) unequal ex-
change, reflected in differential rates of exploitation of labor
power: (2) the ‘classical’ international division of labor between
agricultural and industrial countries, as a substratum of this differ-
ential exploitation: (3) the variants of periphery agriculture sub-
ordinated to monopoly capital {colonial trade system, latifundia);
(4) the imperialist class alliances (imperialists-*‘feudalists’-
comprador bourgeoisie) and those of the proletariat (proletariat-
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exploited peasantry-petty bourgeoisie-national bourgeoisie); {5)
the political forms of imperialist domination (direct colonization,
protectorates, and semiprotectorates). Seen from the point of
view of the center, this phase is one of: (!} national monopolies;
(2) “‘equilibrium™ between the great imperialist powers; (3) the
formation of a labor aristocracy and of the first revisionism.
Hardly was the imperialist system in place when it became the
subject of the first anti-imperialist battles, including the Chinese
revolution of 1911; the **Young Turk’ and “*Young Iranian™
reform movements; the first steps of Indian and Egyptian
nationalism, and the Mexican revolution.

The thirty-vear structural crisis which followed saw the rise of
those anti-imperialist struggles which spread widely and, in some
exceptional cases (China and Vietnam), became sufficiently
radicalized to culminate in soctalist revolutions. This resistance
of the periphery so aggravated the interimperialist conflicts that
the Second World War appeared at first to be a conflict of that
kind, between the victors of 1918 and those who had lost their
Lebensraum.

At the center, the class struggle was largely conditioned by the
place of national capitalism in the imperialist system. For the
victors of 1918, the social-democratic alliance survived attacks
from the Third International which was revolutionary in its time,
For the conquered and the weak, fascism was the only possible
response to the revolutionary threat, precisely because the
weakened imperialist positions of the bourgeoisies of these coun-
tries threatened the social-democratic alliance. This was also the
pertod which marked the beginning of a new international division
of labor based on a certain type of industrialization in the
periphery—import-substitution industrialization—which was not
“granted” by the monopolies. but snatched from them by the
anti-imperialist, albeit bourgeois, movement. This long crisis wit-
nessed the gradual distortion of interimperialist relations to the
benefit of the United States which, after the Second World War
dominated the whole capitalist system without competition. Of
course, the economic system of monopoly capitalism developed
during these thirty years. But it was conditioned by the develop-
ment of worldwide struggles (anti-imperialist. struggles, class
struggles at the center, interimperialist conflicts). The new forms

A
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of absorption of the surplus (militarization. tertiary wastage, etc.)
can only be understood if one recognizes that these forms of
expenditure imply imperialist overexploitation (actual or in-
tended) on which they flourish. Finally, this period was charac-
terized by the gradual degeneration of the Russian revolution, the
breakup, in the 1930s, of the workers’ and peasants’ alliance
which had made 1917 possible, the constitution on that basis of a
new class mode of production, and the reduction of Marxism to
economism. But all this was to become retrospectively clear only
during the second phase of imperialist expansion.

The second phase of imperialist expansion "‘recuperated’’ the
limited anti-imperialist victories of the previous crisis, as I noted in
La crise de l'impérialisme.'® The struggles/recuperation dialectic
teaches us in fact that any struggle which is not carried on to the
end—that is. to socialist revolution—constitutes the foundation
of a new rise of capitalism. Industrialization by import substitu-
tion integrates the bourgeoisie (and even the petty bourgeoisie)
of the periphery into the imperialist system and thus transforms
the very nature of anti-imperialist strategy. Henceforth, the
peripheral bourgeoisie is strategicaily in the capitalist camp, even
if. tactically, some of its fractions may, according to local cir-
cumstances, be anti-imperialist. At the same time, this indus-
trialization serves as a basis for the new rise of capitalism. The
recent crisis has revealed the extremely important role which
energy and cheap raw materials have played in expansion at the
center; hence, the decisive importance of this *'recuperation’
which, on the “*economic’’ plane. was evidenced by the increase
‘in exports from the periphery.

On that basis, the social-democratic alliance at the center is
reinforced, especially since the continuing Soviet evolution ex-
tinguished the last revolutionary ambiguities of the Third Interna-
tional. With peaceful coexistence, the ‘‘convergence of sys-
tems,” and the reestablishment of “*economic calculus’” and the
“market’’ (even partial), the second revisionism was born. At the
same time, in this second phase the interimperialist imbalances of
1945 were gradually resolved: the duration of American
hegemony was short, and, from 1958, Europe and Japan again
became competitors—at least, economic competitors—who
could aspire to dispute the autonomy of the United States in its
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imperialist sphere. Analysis demonstrates that: (1) the anti-
imperialist struggles (Vietnam and the Middle East in particular)
occupy a decisive central position which conditions the develop-
ment of other contradictions: (2) the difficulties of the social-
democratic alliance (southern Europe)} or its crisis (England,
Scandinavia) echo the failures of the imperialist strategies; and (3)
these failures led to the aggravation of the interimperialist
conflicts. The evolutions in the economy of the center—so-called
multinational firms, generalization of the new forms of absorption
of surplus—are responses to these developments of the class
struggle throughout the world and not ‘‘autonomous causes™
which determine their framework.

The present crisis is therefore a crisis of imperialism, and not of
capitalism in general. It can be superseded only by socialist
revolutions, or by a new stage of centralization of capital and of
the international division of labor which would tend to bring the
Western world very much closer to the Soviet mode. It is in that
perspective that we place the alternatives of the social-
democratic alliance or revisionist alliance as the foundation for a
neoimpenalism (social-imperialism} of the 1984 type.'? It is pos-
sible that the two outcomes will be combined, and that the rev-
olutionary outcome, for example, may succeed in penetrating
some important zones of the periphery while the renovation of
capitalism in the mest important centers would lead to a centrali-
zation of capital by the state. This type of transition to socialism
on a world scale involves models which we have qualified as
“*‘models of decadence™ in which, by analogy with the history of
the superseding of the Roman Empire by feudalism, one again
finds, on the one hand, the decisive role of the periphery, and on
the other, the widening gap at the center between an increasing
anticapitalist social maturity and its inability to convert itself into
effective political revolt. The Roman form of this decadence was
Christianity and the barbartan invasion. Its contemporary form is
marked by the shifting of the *‘resistances’ and struggles from
the political plane to those of the other aspects of social life (the
family, mores, culture). The development of these struggles
paralyzes the state and delays the prospect of 1984—which is not
inexorable, but only a possible reaction based on the reestablish-
ment and extension of the state. '



CHAPTER 6

International Trade
and Imperialism

Theoretical investigations in the social sciences are governed
by one of three approaches—apologetic ideology, positivist em-
piricism, or basic science. Their conclusions, as well as their
scope and critical validity, depend on the epistemological status
of the categories and concepts utilized.

There are, accordingly. three broad theoretical approaches to
the question of international exchange (trade). Each of these
corresponds to one set of theoretical propositions (together with
the relevant categories. concepts. and methodologies) concerning
the theory of exchange in general, i.e., the theory of value. With
respect to the question of international trade, the vulgar theory of
value—that is, the neoclassical theory of subjective value—is
paralleled by an apologetic pseudotheory which is no more than a
restatement of the classical theory,

This subjective theory of value was worked out in the 1870s in
answer to the critique of political economy which Marx had
initiated with the publication of volume ! of Capital (1867). This
was in fact the overriding concern of Bohm-Bawerk, Menger, and
Walras, the three sources of neoclassical economics: it was abso-
lutely necessary to invalidate Marx’s conclusions regarding the
exploitation of labor in the capitalist mode of production. A
century later, the original intent had been forgotten, at the very
moment when neoclassical economics was demolished with the
publication of Sraffa’s works,

The subjective theory of value has been shown to rest on a
tautology—it does not even meet the criteria of formal logic. It is
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in fact logically impossible to derive profit from the * productivit
of capital.”” The “*quantity of capital” involved in productio
cannot be measured independently of the system of relativ
prices. since this quantity of capital constitutes a heterogeneou
aggregate of goods whose sole common denominator is value
The relation between the quantity of capital utilized and th
quantity of output obtained, therefore, is not solely a function ¢
an allegedly independent technelogy, but also reflects the struc
ture of prices and the allocation of income. As Carlo Benetti ha
demonstrated, the “‘marginal productivity of capital’’ remain
indeterminate.!

All the subterfuges utilized to overcome this basic difficult
have failed to rescue vulgar economics from this dilemma. Th
same is true of the reduction of capital’’ to labor congealed ove
time. In making the transition from the **physical productivity ¢
capital” (the increase in the product resulting from the “*lengther
ing of the production process™) to its "*productivity with respeg
to value,”” Bohm-Bawerk is forced into a vicions circle.? In fac
an indefinite increase in the volume of the product in accordanc
with the “duration of the production process™ can result in a
initially growing, then decreasing function only provided th
“rate of depreciation of the future™ is higher than the rate ¢
growth of physical produetivity. To get out of this difficulty
Bohm-Bawerk had t¢ reintroduce into his schema real wages
which define the guantity of labor power devoted directly an
indirectly to the production of wage goods. He thus adopte
Marx’s framework, substituting the problematic of the equilit
rium between the two Departments of social production (th
production of capital goods and the production of consume
goods) for that of the “duration of production.” and thereb
eliminating the *'productivity of time’" which he had wanted t
substitute for the productivity of capital. Benetti has shown
simtlar failure on the part of Wicksell who, in defining capital a
saved (dated) labor, did not succeed in maintaining the logic:
coherence of the theory of the “*marginal productivity of capital,
since the quantity of capital remains dependent on the distribu
tion of income.
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The resort to vulgar empiricism—the determination of prices
by supply and demand—proved equally unable to resolve the
difficulty. When cost is constant, demand determines only the
quantity called for, not the price. In order for supply and demand
to occupy symmetrical positions in the determination of prices,
costs must be decreasing. But in that case the (dubious) necessary
assumption of economies of scale comes into conflict with the
assumption of competition, since each branch should be domi-
nated by a single monopolistic enterprise. As for demand, it
depends on income, which depends on relative prices, which in
turn refer back to the distribution of income. The notion that
theories of general equilibrium can elucidate the question is there-
fore quite untenable,

Vulgar economics is thus compelled to assume that technology
exists independently of the social system, that it is “*neutral.”” But
the *‘functions of production” which, according to this vulgar
cconomics, convey the various technologies, utilize “*quantities
of capital” that can be measured only in terms of prices, wages,
and the rate of profit. Contrary to its own assertions, vulgar
economics thus unwittingly demonstrates that technology is not
neutral but a function of a basic social relation—the exploitation
of labor.

If the subjective theory of value has no scientific value, but
only functions as an apology for the system by postulating the
very ‘“universal harmonies’ that constitute its conclusions, the
same is {rue of the vulgar theory of international trade. Having
abandoned its theory of value, the Ricardian model of compara-
tive advantages no longer has any meaning.? Advantage is no
tonger contained a prioni in objective reality (comparative produc-
tivities}, Initiated by Taussig, this theoretical degeneration even-
tually resulted in the “modern” formulation of advantage in
terms of substitution (Haberler, Lerner. Leontief}. We see here
again the vicious circle of the subjective theory. since the ex-
changed goods incorporate more abundant factors whose remu-
neration, however, depends itself on foreign trade. To this must be
added the difficulties of aggregation inherent in the construction
of collective indifference curves. International exchange, by the

1k
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mere fact that it takes place, necessarily brings advantage to each
- partner. The theory is now useless; it no longer explains anything.
It is just apologetics.

It is the logical result of the alienation characteristic of the
capttalist mode of production that capital is not defined as a social
relationship (expressed by the rate of surplus value, by the rate of
exploitation), but as a thing. As Benetti puts it, to suppress the
heterogeneity of the capital-thing, vulgar economics is led to treat
capital as a mysterious entity—as Samuelson’s “‘jelly.”" It is the
ethereal substance of the alchemists.

In assuming the physical homogeneity of capital and product,
the vulgar theory of value suppresses the problem it is supposed
to solve—that of prices. This is not surprising since vulgar
economics operates on a plane of abstraction that excludes social
phenomena, and therefore also exchange and, ultimately, prices;
it selects its concepts in reference to Robinson Crusoe on his
island, i.e., to an individval engaged in struggle with nature. It
veers between tautological propositions, empty platitudes (**Ev-
erything exists in everything else”), and psychologism (the
psychology of “"eternal man’” constitutes the ultimate foundation
of all things). =

This has two decisive consequences. The first is the apologetic
character of its assertions regarding the alleged economic ration-
ality of capitalism. We have shown that this concept is erroneous.
To speak of optimwm choice is meaningless if this choice ulti-
mately depends on the rate of surplus value, i.e., on a social
relationship. There is no economic rationality as such—it is al-
ways relative to a particular mode of production. The social
irrationality of the capitalist system makes it impossible to invoke
the ‘‘rationality of prices.”” This irrationality of prices is deter-
mined by four decisive sets of conditions. The most important of
these derives from the dependence of prices on the crucial rela-
tion of social exploitation (the rate of surplus value). The second
relates to the manner in which the capitalist system deals with
natural resources (I refer the reader to my analysis of the soctal
factors which control access to natural resources, and how these
factors are reflected in the price system).® The third aspect of this
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irrationality reflects the impact of monopolies in distorting prices.
The fourth results from the fact that fragmented capital ownership
obstructs the circulation of capital, since—irrespective of the
existence of monopolies—enterprises and branches have unequal
rates of self-financing and foreign indebtedness.®

These same problems crop up with respect to international
trade. International trade links countries characterized by dif-
ferent social relations of exploitation {different rates of surplus
value). involves goods whose production requires a vast con-
sumption of natural resources (raw materials, oil, agricultural
products), and pits monopolies against each other both within and
bevond their national borders. Viewed in this light, the vicious
circle involved in postulating universal harmonies in international
trade cuts a sorry figure.

The bankruptcy of the vulgar theory has a second consequence
which derives directly from the first—the uncertain character of
bourgeois economic policies lacking any theoretical foundation.
There is no connection between theory and practice. We have
here, on the one hand, esoteric and hollow alchemy (‘pure”
economics), and on the other, mere **kitchen recipes.” The latter
are based on pseudoscientific explanations—the quantity theory
of money, theories of cycle and conjuncture, theories of external
balance of payments, etc.—which artificially isolate intercon-
nected phenomena and are therefore usually false and at best
partial descriptions. Yet these policies play an important role in
the international economic relations which constitute a favorite
area for state intervention.

Is it possible to overcome all these inadequacies of theory and
economic policy by abandoning the subjective theory of value
while retaining an economistic framework marked by positivism
and empiricism? Such was the method of Ricardo. Sraffa’s work
represents an initiat attempt to enlist Ricardo in the task of resolv-
Ing the current crisis provoked by the absurdities of the vulgar
theory of value. This task requires the abandonment of apologetic
ldeology and a serious concern with immediate and positive real-
ity. It requires abandoning the faith that all is for the best on our
Planet, that the latest style in soap invented by a chemical
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moenopely deserves to cost twice as much as the previous (no
longer available) style, and that therefore African peasants should
not complain if they are now paid only half of what they used to
receive for the raw materials that made such momentous progress
possible. The framework of discourse now becomes positive; the
new concepts are transparent, measurable, quantifiable, like
those of accountants. Reality is studied as it presents itself.
This is the terrain of Sraffa, and it is also that of Oscar Braun.®
Braun assumes that two commodities, iron and wheat, are pro-
duced in a certain economy with the following technologies:

13 tons of iron + 2 tons of wheat + 10 man-years = 27 T of iron
10 tons of iron + 4 tons of wheat + 10 man-years = 12 T of wheat

If the rate of profit r is uniform, we have:
(B3pr+2p2) (1 +1)+ 10w =27 p
and
(0p1 +4pay (1 +1 + 10w = 12 p2
= in which p: represents the price of a ton of iron and p: that of a ton
of wheat, and w the wages paid per man-year.

Let us assume that the iron is produced by country A, an
advanced country, in which wages are w1, whereas the wheat is
produced by country B, a dominated country, in which wages are
wz, less than w. If wages were the same in A and B—equal, say,
to 0.56—then the rate of profit would be 0.20 and the price of g

wheat 2.44, the price of iron being 1. If, however, wages in A
were 0.70 and in B 0.12 (or 5.8 times less), then, with the same
-average rate of profit of 0.20, the price of wheat would fall to 1.83.
A worsening of the terms of trade for country B (exporting wheat
and importing iron) by 25 percent would imply, with an unaltered
average rate of profit, a radical transformation in the respective e
wage levels: in A wages would increase by 25 percent, while in B
they would fall to 17 percent of what they had been. Conversely,
if wages were the same in A and B. with equal productivity (as is
the case, since B produces wheat in accordance with the
technique previously used in A), the international price of wheat
would have been different from what it is when wages are lower
in B.

This is what Sraffa’s model illustrates. Braun shows that the
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prices of exports from the periphery could be much higher than
they are. Arghiri Emmanuel had already made this assertion,
contrary to the conventional notion that the worid market, in
spite of all the distortions by which it is characterized, neverthe-
less reflects “‘normal’’ relations of exchange. At any rate, the
facts seem to indicate that Braun and Emmanuel are right: wasn't
the price of oil doubled by unilateral decision of the producers?
This kind of analysis, which leads to positive results, is solid. The
apologetic-ideological analysis of the vulgar theory of value, on
the other hand, made it impossible to uncover this reality; it
remained locked in the vicious circle of tautology and proved
unable 10 explain anything. But Oscar Braun soon gets into
difficulties. Which is cause and which is effect between the price
structure and the inequality in wages? The model can never
provide the answer. It merely points to the interdependence of
economic quantities.

Let us return to the source, to Sraffa’s model. Its superiority
over the vulgar models is obvious. Sraffa understood that price
theory must be elaborated apart from any restrictive assumption
with respect to returns, His model therefore incorporates only
constant returns, as do the models of Ricardo and Marx. This
does not prevent the subsequent introduction of increasing or
diminishing returns, if one so desires, but it does away with the
false assumption, which vulgar economics is forced to make, of
necessarily diminishing returns. His model does not invoke any
unmeasurable magnitude (such as use-values) and makes it there-
fore possible to elucidate the realities. as was also the case with
Ricardo and Marx. .

But these are its virtues as well as its limitations. For Sraffa’s
model shows that a modification in real wages affects both the
rate of profit and relative prices. As Benetti has pointed out, the
system of prices derives its significance from the mode of alloca-
tion of the surplus product.” The function linking w to r indicates
that, in a given system of production (a given system of technical
coefficients), the relation between w and r for a particular com-
modity depends solely on the (direct or indirect} conditions of
production. The economic expression of the allocation remains
indeterminate. '
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Conscious of this difficulty, Sraffa fixed on the aggregate com-
modities constituting the national income as a stable measure of
prices. But this unit of measurement is itself a function of a
variable system of production. Since the system is posited at a
particular stage in its evolution. it is not possible to construct a
single standard corresponding to unequal rates of profit—the
changes in relative prices remain unintelligible.® Benetti con-
cludes that Sraffa’s positive model does not explain how the
surplus is formed but merely assumes it as given. This was also
our objection to this revival of Ricardo, to the elaboration of a
system of interdependence between prices, wages, and profits,
without recourse to the intermediary of value. This model as-
sumes the capitalist mode but does not explain its nature.®

Ricardo did not encounter this difficulty, since his method does
not posit genecral interdependence but proceeds by successive
- dependencies. Benetti stresses this aspect of Ricardian
economics by emphasizing the asymmetric place occupied in it by
the theory of rent. If the production of wheat derives entirely
from wheat (seeds and the subsistence of agricultural workers
who, like other proletarians, consume only wheat), the rate of
profit is determined solely by the equation relative to agriculture
and fixes the rate of profit for the entire economy. The other
relative prices will then adjust to this rate. If the rate of profit can
thus be determined without reference to prices, this is because
the equation of agriculture links physically homogeneous quan-
tities (wheat) in order to measure both capital (seeds and ad-
- vances to the workers) and product.

It took the mediocrity of an Alfred Marshall to be blind to this
asymmetry, to interpret Ricardo’s rent as the first instance of a
marginalist reasoning to be generalized. Benetti notes that the
Ricardian theory of rent is not premature marginalism—each plot
of iand has an intrinsic productivity which does not decline since
the land is combined in growing quantity with the other factors.
He expresses this distinction by recalling that a descriptive curve
(that of Ricardo) does not have the same logical status as a
functional curve (that of the marginalists).

The critique of Ricardo therefore had to lead to a new ap-
proach. By abandoning the theory of wages and its neat sim-
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plification (the theory of subsistence wages), it became possible
to go beyond Ricardo’s restrictive assumption and the particular
role played by rent as a general theory of distribution. Marx’s
analysis represents this transcendence. Sraffa, who tried to
reinstate Ricardo without transcending him, as Marx has done,
was bound to fail; unable to account for profit. he confined him-
self to merely noting its existence. His contribution is positive
insofar as it represents a devastating critique of vulgar pedantries,
but is a failure in that it fails to provide a positive explanation.

Why did the vulgar theory survive for as long as a century? Let
us return to our starting point. Once Ricardo had been trans-
cended by Marx, bourgeois ideology was forced to discard Ricar-
do’s positivist assumptions and establish a new, seemingly cohe-
rent ideological structure. Marx, it should be noted. had trans-
cended Ricardo’s contradictions by going beyond his economism,
even as he had transcended German philosophy (by relating
alienation to its social content) and French socialism (by relating
political utopianism to its class content).

In England, where philosophy was reduced to empiricism and
Darwinian scientism, Marx was very poorly understood.

Vulgar economics was not so readily accepted in Europe. In
France, for example, Nogaro had asserted well before Sraffa that
marginalist economics failed to satisfy the criteria of formal
logic.'® But he did not go any further.

It was in the United States, which was philosophically even
more impoverished than England, that the tautological platitudes
of vulgar economics were eventually to constitute an excellent
ideology of alienation. The extreme alienation of the Anglo-
American world accounts for their success and for this belated
vet active revival of Ricardo in disregard of the fact that he had
already been transcended by Marx.

Oscar Braun formulated the most complete empirical positivist
theory of international trade which, although representing a con-
tribution, is marked by inadequacies. The very question posed by
Braun {Which is the prime variable: international prices or differ-
ences in wages?) is badly stated. The inequality in wages, which
is due to historical causes (different social formations), gives rise
to specialization and a system of international prices that per-
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petuates this specialization.!! Moreover, Braun’s assertion that
for me. as for Emmanuel, wages are the independent variable,
shows that he has not understood my viewpoint,

Braun assumes a “pure”’ capitalist mode of production, both in
the center and in the periphery. Yet, as we have stated repeated-
ly, the theory of international trade requires that this framework
be discarded in favor of one defined, not by economics, but by
historical materialism. This is because the relations in question
bring into contact with each other different social formations and
can therefore not be viewed solely in terms of the capitalist
mode.!? Because he overlooks this point, Braun can sidestep the
question of productivity and make the assumption that the center
and the periphery produce specific commaodities.,

I. on the other hand, have chosen to consider the world
capitalist system not as a juxtaposition of societies reduced to the
capitalist mode. but as a system of capitalist formations. Starting
from Emmanuel’s critique, | have elaborated the concept of
“world values™ (not international values) and of their **preemt-
nence” (a reflection of the unity of the world system). At the
same time, [ have rejected a homogeneous view of this unity by
stressing the qualitatively different characters of the central and
peripheral formations. This has made it possible to understand
how the center and the periphery produce identical goods (or
close substitutes) for the world market, in spite of the differences
in productivity (which then become meaningful) that may charac-
terize the unequat development of the productive forces both in
‘the branches producing for the world market and in others.

I therefore do not pose Braun’s question, since 1 do not accept
unilateral economistic determinations. Rather, I pose the problem
in the dialectical terms of objective forces and subjective forces,
which of necessity take us back to historical materialism. Un-
equal exchange, therefore, in the final analysis makes it possible
for capital to achieve higher rates of exploitation of labor power in
the periphery than in the center. The magnitudes involved in
equilibrium (average rate of profit, wages in the center, wage rate
of labor in the periphery) are neither arbitrary nor determined by
mechanistic economic laws; they are determined by the funda-
mental social relations of the system—the rates.of exploitation of
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labor power. These rates operate on different planes: that of the
world system (average rate), that (or those} of the center, and that
{or those) of the periphery, And although the rate of exploitation
in the center (or, more exactly, its alienated reflection—the rate
of profit) tends to become equalized, owing to the fact that the
capitalist mode tends to radically disintegrate precapitalist forms
(the tendency of the social formation to be reduced to the
capitalist mode), this is not the case in the periphery. where
formal subordination {(as opposed to real subordination)'? of labor
to capital persists.

In the discussions concerning unequal international exchange,
therefore, the central question has shifted from the domain of
exchange in the strict sense to that of unequal international
specialization. To achieve clarity in the latter domain. it is abso-
intely essential to abandon the narrow framework of positivist
empiricist economics and adopt that of basic science—historical
materialism.

In his letter to me of March 1974, Charles Bettelheim accepts
the viewpoint I developed during this debate and writes:

I have just read with great interest your L’ échange indgal et la loi
de la valeur, which I thank you for sending me. I am pleased that we
have similar viewpoints on many problems.

I think that your book clarifies the essential problems raised in the
discussion of Emmanuel’s work.,

Among the key theses of your book, in my view, are your refuta-
tion of the concept of wages as an “independent variable’” {which is
also a refutation of the ideological foundations of this concept), and
especially your thesis concerning the existence of a single world
value of international commodities (p. 17), which you set forth in
connection with your analysis of the effects of this world value on
the conditions of reproduction of the dominated noncapitalist modes
of production. :

Your conclusions also make it possible to refute some of Em-
manuel’s incorrect views. such as the myth that “international
transfer automatically benefits the working class in the center,”’ or
his notion that a wage rise in the dominated countries reacts favora-
bly on their possibilities for development. It also seems to me very
important to show that the "high’’ wages in the center derive essen-
tially from an advanced level of development of the reproductive
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forces and not from international transfers (p. 71), and that the
prevailing conditions of international trade benefit the local
bourgeoisies, these conditions being themselves connected with the
specific phase of the imperialist stage in which we now find our-
selves.

I consider it most fortunate that the discussion initiated by Em-
manuel’s book should have contributed to the formulation of theses
which may enable Marxist analysts to recover a unified and truly
valid viewpoint concerning the international capitalist division of
labor and its effects. including its class effects. _

There remains a problem of ““terminology.” It seems to me that
once it is admitted that the goods furnished by different countries
are exchanged ar their world value, it becomes necessary to aban-
don the very expression "“unequal exchange™ (the use of which I
have questioned). since the ““inequalities™ between countries-derive
from the inequality of the quantities of labor that must be expended
to obtain the same product in different countries,

What you say concerning the problem of the tendency of the rate
of profit to fall also strikes me as quite convincing. I had previously
developed similar views, notably in Economie appliguée (October
1959).

It is altogether desirable that Bettelheim’s suggestion concern-
ing terminology should be heeded. In the final analysis, the inter-
national specialization (itself unequal) which underlies unequal
exchange is rooted in the unequal rates of exploitation of labor
power throughout the world system. Because the discussion
began around the question of international trade, it sometimes
-became bogged down in false debates (as when circulation was
abstractly opposed to production); it took some time to arrive at
the key concept of world value and to discover that the exploita-
tion of labor power is unequal. The fact that productive processes
are becoming increasingly worldwide limits the validity of the
analyses concerning international trade and makes it necessary to
keep going beyond the phenomena to the crux of the problem—
the relations of exploitation on a world scale. It would therefore
be preferable to replace ‘"unequal exchange™ with "‘unequal con-
ditions of exploitation.™

On the subject of the conditions of exploitation, Charles Bettel-
heim has this to say in the second part of his letter:
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One of the problems that remains to be clarified concerns the rate
of exploitation to which the workers in the capitalist peripheral
countries are subjected. | agree with you that these workers, when
employed in enterprises utilizing a technology similar to that in the
industrialized countries. are more exploiied than the workers in the
central countries. This is an undeniable fact. On the other hand, in
countries like India (and there are others with similar conditions}),
~which numbers many capitalist enterprises endowed with inefficient
or obsolete equipment. millions of workers. although miserably
paid, are less exploited (in the scientific sense that their labor pro-
duces a tower rate of surplus value) than the workers in the indus-
trial countries. When in a given country the workers employed in
such enterprises are more numerous than those employed in **mod-
ern’’ eaterprises. the average rate of surplus value in this country is
lower than in the industrialized countries. This is so precisely be-
cause the output of both is sold at a world price governed by the
conditions of production in the industrialized countries. Accord-
ingly, the (social) world value resulting from the production of the
workers of the ““backward™' capitalist enterprises in the dominated
countries is proportionately still lower than the wages they receive
(a fact that can be verified in practice). This results in a lower rate of
surplus value and eventually in an equally lower rate of profit (when
the most modern enterprises can utilize a capital-saving technique).
It is also one of the reasons why capitalists in the dominated coun-
tries export their capital to the industrialized countries, and why in
certain areas of peripheral capitalism there is a private bourgeoisie
prepared to initiate a policy of industrialization, as is the case in such
countrites as India and Brazil (this should be related to what you call
the problem of the " voung centers’’).

I agree entirely with this viewpoint. The rate of exploitation
of labor power is certainly very unequal in different branches or
enterprises in the periphery. This inequality is much more pro-
nounced in the periphery than in the center because the central
formations tend to approximate the pure capitalist mode, whereas
in the periphery they preserve a markedly heterogeneous charac-
ter, as we have shown in Unequal Development. In spite of this
diversity, the unity of the system is expressed in the increasing
preeminence of world values and the growing subordination of
labor to capital on the level of the system as a whole, which
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results in the extension of the sphere of formal subordination in
the periphery.

Although the average rate of exploitation in the periphery may
be lower than in the center, that portion of capital which domi-
nates the system (the monopoly capital which directly or indi-
rectly controls the primary activities in the periphery—major
exports, modern industries, including those producing for the
focal market), undoubtedly profits. with respect to its local ac-
tivities in the periphery, from higher rates of exploitation. The
chief tendency of the world system, therefore, is for the rates of
exploitation of labor power to grow increasingly unequal. This is
why Lenin, and then the Chinese, replaced the slogan *>Workers
of the world, unite!"" with the slogan *Workers of the world,
oppressed peoples, unite!”" It is from this vantage point that we
must view the contradiction between developed and underde-
veloped countries in relation to the totality of the contradictions
that characterize the global class struggle,

Confined to a positivist approach. forced to choose a **prime
variable,”” Braun attributes a disproportionate role to the dis-
criminatory policies of the imperialist countries in international
trade, because these policies are said toe be the means by which
they impose unfavorable interpational prices on the dominated
countries. Braun's arguments are not lacking in force, but he does
not go any further. Why. in fact, are the dominated countries
victimized by these policies? Because. says Braun, they are
forced to export: whereas the center preduces everything, the
periphery is specialized and must import the capital goods and
technology it does not produce. The problem has thus shifted
from exchange to international specialization. But if one does not
go on from here to stress the fact of unequal exploitation, one
may be led to believe that once these discriminatory policies are
abandoned, the periphery. owing to its integration into the world
system, will surely undergo a devefopment similar to that of the
center. These are nationalist illusions that give rise to other illu-
sions in the developed countries—pious hopes regarding the
“*harmonious™” functioning of the world system.

Braun's assertions concerning the periodization of the system
are equally limited. He distinguishes between the period 1880-
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1930, characterized by capital export, and the next period, said to
be that of unequal exchange. In fact, unequal exchange arose
when the disparity between the rewards of labor {at equal produc-
tivity) began to assume importance, i.e., at the end of the last cen-
tury.'® In the center the rise in real wages contributed to extended
reproduction while creating the conditions for unequal exchange.
To be sure, beginning in 1914, or 1930 at the latest, the flow of
capital export from the center to the periphery diminished rela-
tively, but this was due precisely to a dynamic unequal develop-
ment based on the unequal exploitation of labor resulting from
this export of capital. Between 1880 and 1930, capital was not
overabundant in absolute terms; but it obtained a higher output in
the periphery by establishing modern facilities (with high produc-
tivity} which intensified the exploitation of labor power. This
overexploitation limited the possibilities for subsequent extended
accumulation in the periphery, thereby reducing the possibilities
for the profitable export of capital.

The class struggle in all its complexity is central to all these
problems, and it is only by analyzing its changing conditions that
we can arrive at a correct periodization of the system. This is why
changes in the global class contradictions and alliances can de-
termine radical changes in the international flow of capital; the
laws of accumulation are in the final analysis governed by these
class relationships. The relation between the two Departments in
the model of central accumulation is not mechanistic, but must be
viewed in terms of the dialectical relationship between objective
forces and subjective forces.! This question arose again during
the debate on ““mature’” capitalism, ‘‘excess capital,”” and the
forms of absorption of the surplus. I have argued that the develop-
ment of the parasitic tertiary sector together with monopolistic
competition made it impossible to reduce the laws of accumulation
to a simple mechanistic two-sector model, but required the intro-
duction of a third sector, that of *‘waste,” as suggested by Baran
and Sweezy.'® Here again, the nature of these transformations can
be understood only in terms of the class struggle.

This is why I proposed, in the debate on the current crisis of
capitalism, a **subperiodization’’ which takes account of the al-
terations in the conditions of class struggle (by distinguishing, in
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the imperialist period, the subperiods 1890-1914, 1914-1948,
1948-1967, and the period from 1967 onward). I also suggested
several possible prospects for the future in terms of the changes
occasioned by the class struggle in the functioning of the sys-
tem.!? Class struggle, of course, must here be understood in the
broadest sense—it must include national and international class
alliances. The ""oil crisis’” has confirmed our remarks concerning
rent and access to natural resources.'® It is on these grounds that
I envisage the possibility that the development of the Third
World ts entering a new stage and represents one solution, among
others, to the current structural crisis of capitalism. The discus-
sion has thus gradually shifted from the plane of positivist empiri-
¢ism to that of Marxism, of basic social science,

Once again, Marxism is not an *‘economic theory.™ Its sphere
is not economics but historical materialism, i.e, society in its
totality. This is the framework of my analysis of the world
capitalist system. And this is also why I have considered it
necessary to begin by clucidating the concepts of historical
materialism (including such things as modes of production, social
formations, instances and articulation of instances). And this is
also why I have stressed the specificity of the infrastructure/
superstructure relationship characteristic of the capitalist mode.
without which the nature of economistic alienation cannot be
understood. I addressed this in Unequal Development (pp. 24-
26):

Since society cannot be reduced to its infrastructure, how are the
refations defined between the latter {the economic instance) and the
superstructure of society (the politico-ideological instance)? These
relations are not the same in all modes of production. Of course,
whatever the mode of production may be. the economic instance is
the determining one in the last analysis, if we accept the fact that
material life conditions all other aspects of social life—in other
words, that the level of development of the productive forces, by
determining the relative size of the surplus, conditions the level of
civilization. Nevertheless, it is important to distinguish between this
determination in the last analysis and the question of whether the
economic or the politico-ideological instance is the dominant one in
a given case.

4
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In all precapitalist modes of production the generation and
employment of the surplus are transparently obvious. The producers
can therefore agree to levy from themsebves this surplus that they
produce, and know that they produce. only if they are “"alienated,”
and believe such a levy to be necessary for the survival of the social
and “natural” order. The politico-ideological instance thus neces-
sarily assumes religious form and dominates social life. In cases of

_this kind, moreover, if the surplus levied is not used “"correctly,”
that is. so as to maintain, reproduce. and develop the state and
civilization, if it is “'squandered™ by plundering invaders or by a
“bad king,”" the producers rise in revolt in order to impose a “just
government,” since natural order and divine laws have been vio-
lated, When the maintenance and development of this social order
require that specific social groups. such as the civil or military
bureaucracy. or the theocracy in the service of the tribute-levying
state-class. shall function properly, then these groups occupy a
central position in the political history of the given society. Empiri-
cal observers of this history who imagine that what they see is the
outcome of ideological or political struggles are falling victim to the
same alienation as the society that they are studying.

Under the capitalist mode of production, on the contrary, genera-
tion of the surplus takes place obscurely, opaquely. As Marx said.
the main thing in Capital is its demonstration of how surplus value is
transformed into profit. Narrow-minded ““economists™ have seen in
this transformation a formal contradiction (the alleged contradiction
between Volume I and Volume 11 of Capital). This simply shows
that they are victims of economistic alienation. For the effect of the
transformation shown by Marx is to cause the origin of profit in
surplus value to vanish, and “capital,”” a social relation, to appear as
a ““thing’—the means of production in which this social power is
embodied. This “*thing’" is endowed with supernatural power, being
held to be “'productive.” The term “*fetishism'' that Marx applies to
this process is highly appropriate. On the plane of appearances, under
the capitalist mode, capital thus seems to be productive, just like
labor, Wages seem to be the **fair’” reward to labor (whereas in fact
they represent the value of tabor power), and profit to be compensa-
tion for *‘services™ rendered by capital (risk, saving through absti-
nence. etc.). Society is no longer incontrol of the evolution of its mate-
rial life: the latter appears as the result of “*laws" that dominate it in
the same way as physical, natural laws. '*Economic laws™ —supply
and demand in relation to commodities, labor, capital, etc.—bear
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witness to this alienation. This is why “‘economic science’” emerges
as an ideology—the ideology of “"tniversal harmonies”—reducing
the 'laws of society’ to the status of laws of nature that are indepen-
dent of social organization. While the economic instance is hidden in
mystification, politics is demystified: it no longer takes the form of
religion. The true religion of capitalist society is "economism,” or, in
everyday terms, the worship of money, the cult of consumption for its
own sake without regard to needs. The entire crisis of present-day
civilization lies here, insofar as this ideology shortens the time
prospect of society, making it lose sight of its future. At the same
time, politics becomes a domain where openly asserted rationality
pervails. The social groups that carry out functions at the level of this
instance are naturally and obviously in the service of society and
never appear as its masters.

It became accordingly clear that the debate about transforma-
tion was, in the terms in which the question was posed, a false
debate.

The Marxist critigue is not that of an economist (Marx) and of
other economists after him.'" Three quotations from Benetti's
work constitute the starting point for a Marxist critigue of Sraffa;

The notion that for Marx relations of exchange are directly deter-
mined by the values of commodities is not at all justified. ln fact,
value cannot be expressed as a quantity of labor. since what is
exchanged is commodities and not labor. Hence. value, which is by
definition an "“absolute”™ magnitude. seems to be contradicted by its
very expression, a “relative™ magnitude. This contradiction reap-

. pears on the level of measurement: value is measured by the quan-
tity of a noncommeodity (abstract labor), exchange value is measured
by a quantity of commodities. The relation between the two
categories of value and exchange value {or value form) is therefore
not a relation in which one is quantitatively determined by the other,
but & contradictory relation. This contradiction is the point of depar-
ture for the Marxist analysis of money (p. 132, my translation}.

The analyses developed in this chapter have shown that surplus
value is the capitalist form of surplus labor. Profit (as well as the
other forms of capitalist surplus product) is therefore an expression
of surplus value and can originate only in the exploitation of work-
ers. However, we have also seen that the relation between profit and
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surplus value cannot be demonstrated in terms of the transformation
of values into prices. This is, as it were, a correct thesis dem-
onstrated with dubious arguments. The reason for this is that the
Marxist categories of value and surplus value have not only a posi-
tive status {as do the categories of political economy) but also a
critical status. On the one hand. as we have seen. they make it
possible to bring out the contradictions of the capitalist mode of
production and thus also the epistemological limitations of economic
categories and the foundations of bourgeois ideology. On the other
hand. they also enable us to understand the functioning of capitalism
and its reproduction. Because of their particular status these
categories cannot be combined with economic categories in a
positivist model such as the economic model. The limitations of the
schema of transformation, therefore, express the limitations of a
certain interpretation of Marxism as much as the limitations of
potitical economy itself, (What is required is an investigation that
can elaborate the notion of production prices—already initiated by
Marx—in terms of the fundamental categories of value and surplus
value.) (p. L51, my translation)

In the capitalist mode of production the exchange relations of
commodities differ from those determined by the quantities of in-
corporated labor. Hence the exchange value of labor power does not
correspond to the necessary quantity, and the exchange value of the
surplus product does not correspond to the quantity of surplus labor.
The conclusion is then drawn that the notion of surplus value is not
relevant in explaining profit. [n view of what we have said in the fast
three chapters, it is not difficult to answer this objection. The ques-
tion is the origin of profit. We knew that relations of exchange differ
from relations determined by the gquantities of incorporated labor
proportionate to the distribution of profit according to a uniform rate
of profit. Whatever the rule for the distribution of the profit, how-
ever, a modality of distribution cannot modify the nature and origin
of profit. It can only alter its magnitude in proportion to the effect of
this modality of distribution on relative prices. This argument is
sufficient, but we can go even further, We know that the divergences
between prices and values result from the existence of profit. 1 is
obvious that we cannot explain the existence of profit by postulating
an effect of profit. Such a procedure would result in circular reason-
ing. since it posits as given that which in fact has to be explained. (p.
152, my translation) '
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This critiqgue of Sraffa will be totally alien to those who allow
themselves to be confined in the departmentalization of academic
disciplines, which is absolotely foreign to Marxism.?® The ab-
sence of philosophy explains why ““Marxian economics™ exerts
stuch a strong attraction on Anglo-Americans, who are equally
convinced by Sraffa’s remarkable empirical analysis.?' This is in
sharp contrast with the history of the Marxist debates on this
question, first in Germany in the 1920s and 1930s, and then in
Italy and France.




CHAPTER 7

The Problems of
the ‘““Environment”’

“Environment™ has become an everyday expression. Every
self-respecting industrial enterprise now maintains a department
of environmental problems and every ‘‘up-to-date’ university
feels obliged to offer courses dealing with this question. This
rapid development could be viewed as a source of satisfaction,
but in view of the powers of recuperation evidenced by fashion-
able trends in other areas, it could also be regarded with concern.

As is frequently the case with movements of this kind., success
was accompanied-—it is difficult to know here which is cause and
which effect—by a series of rather confused ““popular’ revolts
and by a theoretical ¢ritique of the inadequacies of conventional
economic analysis. The popular protests occurred almost entirety
in a few advanced industrialized countries; they assumed various
forms and addressed themselves to different problems, without
always understanding how these problems were interconnected,
and without having been instigated by established leaderships—
these movements were largely spontaneous. This was the case of
the protests against a dehumanizing urbanism, the increasing
pollution caused by automobiles, industry, and so on. It was
widely thought at first that these problems were specific to the
advanced industrialized countries and of no interest whatever to
the peoples of the Third World.

It soon became apparent, however, that these social ills are
rooted in the very structure of the capitalist economic and social
system. This perception was in fact the connecting link between
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all the limited and dispersed reactions. It is to the Japanese
economist Shigeto Tsuru that we owe this initial theoretical for-
mulation of the problems of the environment.!

Shigeto Tsuru made his observations at a time when the world
system was getting short-winded after two decades of sustained
economic growth. Appraising the causes and significance of this
growth, Tsuru questioned the validity of the conventional
economic indicators—the widely used economic aggregates and
the GNP, the most synthetic indicator of all. He noted that the
growth rates measured by this aggregate have been exceptionally
high during the past 150 years, especially in the West and later in
Japan, compared with those recorded in all previous history.
According to Tsuru. this was due largely to the fact that the
structure of the capitalist economic and social system itself has
dictated choices which, from the viewpoint of a broader and
long-range criterion of rationality, made for monumental squan-
dering of ““natural and human resources.™

At first, therefore, “environmental problems™ appeared to be
specific to the developed industrial societies. Nothing of the kind.
Why? Simply because ours is one world—the same basic laws
operate both in the center and periphery of the system, in both the
underdeveloped and developed countries: in other words, the
so-called Third World and what could be called the *“first world™
are two sides of the same coin.

The waste of ““human and natural resources’ is, like every-
thing else, distributed unequally among the various partts of the
world. Certain areas of our planet are plundered for the benefit of
other regions. The center thus benefits from this vast, globally
organized waste. This is a very important factor in the growing
inequality of wealth between the developed countries and the
countries which, in the course of their historical process of inte-
gration into the world system, have become underdeveloped.

A distinction must be made between waste of natural resources
and that of "human resources.”” Furthermore, the expression
“environment”” strikes me as inadequate, since it subsumes prob-
lems deriving from different problematics.

Natural resources do not consist exctusively of air, water, and
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sun: they include the entire natural substratum of economic activ-
ity. notably agricultural soil and urban space on the one hand, and
the wealth of the subsoil on the other. In the framework of the
prevailing economic and social system, access to these natural
elements (water, air, soil. subsoil) is governed by a number of
economic, and sometimes juridical, laws. These laws dictate a
utilization of these elements which is not always the most prefer-
able in terms of the long-range interests of humanity. Air and
water have been regarded as ‘‘abundant’ and freely available
resources. The result has been that wherever large industries
became estab!ished water and air became polluted and therefore
“scarce,” and society must now confront the cost of renewmg or
properly maintaining these resources.

In Africa. air and water have as yet suffered little industrial
pollution; its waters are polluted by nature and human misery,
especially in the urban centers. Other natural resources, how-
ever, are being squandered, especially agricultural land, forests,
and the wealth of the subsoil. The impact of the world system on
the price structure of African exports to the developed world
makes it impossible for Africans to allocate sufficient funds for
the conservation or renewal of their natural wealth.

One example of these mechanisms of waste involves the utiliza-
tion of cultivated lands. In this respect, the world system has
benefited from the particular mode of land ownership in Africa,
notably from the *‘collective’” ownership of village lands, i.c..
from the absence of restrictions on land appropriation and of
ground rent. It also capitalizes on the low population density
prevailing throughout the African continent to exploit the African
soil as though it were an inexhaustible resource. The prices paid
for agricultural goods do not permit the producers to maintain the
soil properly. This is why lands are turning into deserts and
becoming impoverished in other ways frequently described by
geographers, especially in connection with erosion in North Af-
rica and laterite formation in the tropical regions. This im-
poverishment is in certain cases irreversible. In other cases, the
cost of reconstituting these resources becomes enormous when
Proper measures are not taken in time.
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An economic system which bases its calculations on a time
span of ten or twenty years cannot take account of the long-term
requirements of adequate soil conservation. Governments con-
cerned with the future of their people must overcome this lag and
develop policies spanning several generations. “*Cost-benefit™
analysis cannot possibly come to grips with this crucial problem.
In the developed world, the wealth of the subsoil is more or less
protected, either by restrictive property rights or by the timely
intervention of a national state which, for various political or
strategic reasons, is concerned with protecting the resources of
the subsoil; in Africa, on the other hand, this wealth has been
regarded as belonging not to the Africans, but to "*humanity”’ in
general, i.e., to the metropolitan centers. Concessions were
granted in disregard of the eventual exhaustion of this wealth.
Africans must now see to it that their sales of minerals yield
sufficient revenue to the national economy to enable them, before
these resources are exhausted, to reconstitute financially equiva-
lent productive activities. They must also consider the future
stages of their development, for the time will come when these
minerals will be needed in their own industries.

A second set of problems involves the *'soctal and economic
costs’” of (industrial, agricultural, and urban) development, which
are generally disregarded in economic calculations. In this do-
main, ‘cost-benefit’”” analysis has revealed the madequacies of
the rationality of microeconomic choices made in terms of single
industrial units. Take dams, for example. With the exception of a

. few romantics who wouid like to preservé nature in its pristine

form. nobody seriously opposes the construction of dams and the
cultivation of irrigated areas. Although these irrigated zones
create wealth in one area, they can also impoverish others
through depopulation, desiccation, changes in climate, and so on.
n our societies the social groups which benefit from improve-
ments do not bear their cost—the system tends (0 sacrifice some
for the benefit of others. Take the Kabora Bassa dam which the
Portuguese built in Mozambique. Even if independent Mozam-
bigue could in the future derive benefits from this dam, the fact
remains that this dam was designed to bolster a European coloni-

.
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zation which absolutely impoverished hundreds of thousands of
African peasants,

Similarly, British colonial policy in Kenya—the forced
confinement of African peasants in crowded reservations—was
designed to provide the English planters in the highlands with
cheap labor in the guise of migratory workers. This policy lies at
the root of the impoverishment of the Kenya peasants and of the
soil exhaustion which these peasants were unable to prevent.

A final example is the development of tourism in the region of
Cape Bon, in Tunisia. Even assuming that tourism benefits the
country in terms of foreign currency, which is debatable, the fact
is that the Cape Bon tourist facilities consume enormous quan-
tities of water. In this semiarid region. water is a scarce resource;
the rich and delicately balanced agricultural life of the Cape Bon
garden cultivators is today seriously threatened by the scarcity of
water supplies reserved for tourism. Long-term interests were
thus sacrificed to a short-term choice.

There is another aspect to the squandering of natural resources.
The developed industrialized states are becoming increasingly
aware of the enormous cost of industrial pollution. Those who
have traveled between New York and Philadelphia know that the
cost of restoring a human character to this industrial zone would
be exorbitant, even for the United States. The developed world
now realizes that for the life of its own citizens to remain viable if
new industrial facilities are to be established in keeping with the
pace of modern technology. it will have to spend many more
billions of dollars than have been anticipated in its calculations. It
is therefore tempted to establish certain industries in the Third
World where the costs may be lower than in the industrialized
countries. Africans are accordingly told that development,
employment. and increased revenues and consumption must take
precedence over respect for nature,

It is true, of course, that the history of humanity is also the
history of the shaping of nature by human beings. But to ac-
quiesce in the transfer of industrial poilution is also to accept the
transfer of its eventual costs from capital to the peoples of the
Third World. It means accepting a new unequal international
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division of labor, continued unequal reilations between a domi-
nant center and a dominated periphery, and a growing gap between
their standards of living.

A third set of problems concerns the squandering of "*human
resources.”” What is involved here? From the viewpoint of an
industrial enterprise, human beings are solely labor power, *'fac-
tors of production.” and not the intended beneficiaries of de-
velopment. Consequently. a lower remuneration of labor consti-
tutes an advantage for the enterprise and it is this consideration,
transferred to the governmental level, that underlies the official
view that the peoples of the Third World should cooperate with
the establishment in their countries of industrial activities based
on a massive utilization of cheap labor. Such a policy tends to
perpetuate an unequal international division of labor, ‘which in
turn reproduces the conditions for the creation of cheap labor.

Consider also the displacement of people. Of course, the de-
velopment of a country or region, or of the entire planet, neces-
sartly involves human displacements. But such dislocations take
their toll. This is why the system generally confines itseif to
“natural’® migrations, i.e., to migrations resulting ‘‘spontane-
ously” from unequal development. The impoverishment of cer-
tain regions is the method by which our economic and social
system has thus far solved the problem. This method is extremely
costly for the populations invelved, since they emigrate only
when they are reduced to misery.

In Kenya and South Africa, the reservations had, or still have,
- the function of creating cheap labor for the plantations or for the
mines and other industries controlled by capital. This is where the
problems of apartheid intervene. Apartheid is an environmen-
tal”’ problem in that it affirms the unequal worth of human beings;
in other words, apartheid is an explicit avowal of what is assumed
implicitly elsewhere—that the sacrifices imposed on some do not
carry the same weight as the benefits obtained by others.

There is ancther aspect to the problems of the ‘human
environment”’—the fact that in our system a human being is
regarded as labor power, as a factor of production. The developed
countries produce increasingly fewer ‘'common.’” semiskilled
laborers. The scientific and technological revolution in fact dis-



The Problems of the “Environment’’ 143

places the center of gravity of economic life (industries and *“‘tra-
ditional”’ activities characteristic of development in the nineteenth
and twentieth centuries—steel, chemicals, engineering}, to new
branches (atomic energy, aerospace industry, electronics). These
require a qualitatively different composition of labor, which, with
the advent of automation, tends to eliminate “*common’’ labor but
requires proportionately many more highly skilled workers. It is
tempting, therefore, to locate these promising newer industries in
the center, and to impose on the underdeveloped world a new
unequal international division of labor which would force it to
accept industries previously reserved for the developed countries
but now becoming less attractive in terms of their future pos-
sibilities. This is why the Third World is now the site of many old
textile industries, and eventually perhaps also of more enticing
industries, such as steel, chemicals, etc. In fact, this new interna-
tional division of labor will be based increasingly on the inequality
of labor skills.

The Third World accordingly confronts the task, in this domain
also, of reviewing all its policies with respect to training and
educational strategy and of giving high priority to the necessity of
acquiring antonomous control over scientific and technological
research.



PART III

Problems of Transition
and the Building of Socialism




CHAPTER 8

The Lesson of Cambodia

There is one very recent socialist revolution that we hear
nothing about. This is no doubt partly because the Cambodian
revolutionaries do not feel themselves accountable to all the
“heralds” of socialism. It is also because this revolution, like
certain others, has departed from the established formulas. It
took place in a country which is among the most “*backward™ of
the world capitalist system; it took the form of a peasant war led
by a tiny group of ‘‘intellectuals’ in a country with almost no
working class: it seized decaying towns without firing a shot; it
immediately closed the country almost entirely to all external
influence; and it carried out a rapid disurbanization. Out of re-
sentment, some people already regard it as an insignificant peas-
ant rising (jacquerie}, while others will claim, against all evi-
dence, that the revolution was imported. In our view, the lesson
of Cambodia is quite essential, because it occurred in a country
whose structures and situation are highly reminiscent of those of
the average African country and. of some regions of Asia. Thus
the victorious strategy of our Cambodian comrades must be sys-
tematically compared with those advocated elsewhere.

Cambodia is a small country, both as to population and to its
place in the world capitalist system. Being relatively underur-
banized and underindustrialized, it was ranked at the bottom of
the underdeveloped countries. A few years ago, its rural masses
did not seem any more ripe for a revolution than those of the
African Sahel, the Congo, Zaire, Dahomey, Madagascar, and
most of the other ‘‘backward” regions. Its urban masses did not
seem much more ready: a tiny so-called ““privileged™ working
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class, a petty bourgeoisie of nationalist intellectuals and civil
servants, a foreign comprador bourgeoisie, a few large-scale im-
perialist interests concentrated in the small areas of plantations.
After direct colonization, there was a neocolonial regime charac-
terized, as elsewhere, by the rapid enrichment of a political class
which used the state apparatus to get its percentage out of foreign
capital, investing the proceeds of its misappropriations in such
areas as the construction of villas rented to foreigners, and in
truck and taxi services-—in its own way. an average African
republic. !

But we need to push the comparison further. The abundance of
land had also delayed the development of a precapitalist class
exploitation of the peasant masses. Not that Cambodian society
was classless; the Khmer state belonged to that type which ex-
tracted from the villagers a tribute in kind, in labor, and in people.
For this it could rely not only on its army of civil servants, but
also on its allies within the peasant society. The latter was thus
composed of families of unequal personal status (both *‘slaves™
and free), unequal social and political status {(chiefs and depen-
dents}), and even unequal economic status (unequal access to
quality or size of land and other basic resources). But the
economic exploitation of some by others was, if not nonexistent,
at least marginal.? There was nothing comparable to the so-called
feudal structures of China, Vietnam, Northern India, or Egypt,
for example. On the whole, it was a society very similar to most
African societies.

In reaction against the hollow assertions of nationalist or
neocolonial leaders that their societies had been classless—which
ignored the state exploitation that they inherited and
maintained-—progressive European sociologists endeavored to
highlight the internal class differentiations of these peasant
societies. This approach frequently induced them to confuse the
relations of social domination with relations of exploitation (ex-
tortion of a surplus).? This inaccurate view entails a strategy
which the Cambodian experience has now shown to be mistaken.

When imperialism found some advanced precapitalist forms of
exploitation within the peasant society itseif, it had no difficulty in
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finding allies in the exploiting rural classes and in integrating the
conquered society into the capitalist system. Gradually trans-
formed in this way, the old class differentiations changed their
form and content, and were reduced to the opposition between
landowners {estate owners and/or kulaks) and working peasants
(middle peasants who were thus unable to expand, poor peasants,
tenant farmers, sharecroppers, landless peasants. farm laborers).
The large estate owners and the kulaks—a minority-—formed an
alliance with imperialism and developed the cash crops in which
the imperialists were interested. They took advantage of this
integration into the world system, often accompanied by the land
hunger of those who were exploited, to impose continually in-
creasing farm rents and tougher terms for sharecroppers, and to
reduce the wages of the farm laborers. The working peasants,
particularly the poor and landless peasants who were becoming
an overwhelming majority, came to constitute the army of a
revolution that was first national and democratic and then
socialist. The history of the way the Egyptian ‘*feudal lords,’” the
Indian zamindars, and the Chinese gentry turned into latifundiary
estate owners follows this model.

At a certain stage in its development, imperialism had to trans-
fer the center of gravity of its rural alliance with latifundiaries to a
broader class of rich peasants, who benefited from bourgeois land
reforms. At this stage, enlargement of the internal market by the
development of import substitution industries required both an
increase in agricultural output for the urban markets and the
release of extra manpower so urban wages could be reduced.?

But when faced with societies such as those of Cambodia and
many regions of Africa, imperialism was somewhat at a loss. It
could of course form an alliance with the reigning monarchies and
the local chiefdoms in order to establish its political and military
domination. But how could it exploit the peasant masses and
force them to produce for it?

One possible procedure was to expropriate the indigenous in-
habitants and give the land to settlers or capitalist firms, granting
them the necessary resources to develop export crops by modern
methods, and providing them with cheap labor by various means
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ranging from pure and simple coercion (forced labor) to
**economic’’ constraint (compelling the indigenous people to ob-
tain money in this way to pay their taxes, confining them to
inadequate ‘“‘reservations,”’ are two examples}). The imperialists
did this, but the areas developed in this way were usually limited,
and the majority of the peasant population remained outside this
system, except in South Africa, Rhodesia, Kenya, and Algeria. In
Cambodia—where it is Vietnamese—and in Madagascar and Af-
rica as a whole, the wage labor of the colonial plantations never
represented more than a small fraction of the rural labor force.

A second procedure was to integrate the indigenous peasant
economy into the international division of labor. The classic
means of compelling this is well known: taxes in money, which
the peasants must pay by producing for the market the only
product which can find buyers, under price terms fixed unilater-
ally by the monopolies and the administration which serves them.
But in this case the peasants must still be left with the means of
producing what is needed for their subsistence. Hence the system
requires a margin of available land and labor. In its turn, this
mobilization of surplus labor distorts the peasant society which is
subjected to the exploitation of capital. First, it breaks up the old
complementarities in the division of labor: it abolishes the handi-
crafts which vsed to supply local needs and opens up a market for
the products of capitalist industry, making rural society depen-
dent on commodity exchanges. Second, it transforms the previ-
ous social differentiations and creates new ones. Private com-
mercial ownership emerges in certain zones, especially around
the towns. Elsewhere, those who used to benefit from pre-
capitalist relations of domination turn them into capitalist rela-
tions of exploitation. While it is exceptional for them to seize
land, they commonly occupy strategic positions in the commodity
exchanges between countryside and town.*

The revolutionary experience of Cambodia demonstrates a cor-
rect assessment of the hierarchy of contradictions specific to that
type of society. The principal contradiction here is between the
peasantry as a whole and the capital which dominates it—
symbolized by the town. The internal contradictions of the
peasantry are subordinate to this principal contradiction. The
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peasants—although unequal in social power and wealth—do not
exploit each other much, but they are all. or almost all, collec-
tively exploited by capital. Evidence of the fact that they exploit
each other little is that there are hardly any agricultural laborers,
landless peasants, or sharecroppers {and for those few, the terms
of sharecropping are relatively mild, or else the sharecroppers
operate on behalf of urban landowners, civil servants, or traders).
To attempt at all costs 10 see here the Chinese or Vietnamese
classifications (which progressive sociologists often do with re-
spect to Africa, stressing unequal status—''slaves’ and free,
caste hierarchies—or the embryo of an exploitation of some
people’s labor by others}, is misleading from the point of view of
revolutionary strategy. How can a movement be based on the
“poor and landless peasants’ when these do not exist or are only
a minority? How can action be based on old oppositions (descen-
dants of slaves or free) which are continually being attenuated by
the common domination of both by capital? Confronted by the
government which taxes them, the imperialist trading firms (and
their state-owned successors) which fleece them, the agricultural
extension services and their supervisory companies (sociétés
d’intervention), and all the agents who, in one capacity or
another, have ousted them from their place in the world, the
peasants are united, or at least feel the need to unite. It is the
enemy who divides them by exploiting the internal differentia-
tions of their world, it is the enemy who finds among them its own
infiltration agents. In order to free themselves, they need to
transcend most of these divisions and isolate the tiny minority of
those who have really joined the enemy camp: they need to unite.
They feel this need in their revolts.®

The history of these peasant societies is that of an uninter-
rupted series of revolts against the demination of capital: resis-
tance to conquest, to the administrative machinery, to its forced-
tabor requirements {(corvées) and its taxes, massive uprisings
whenever the peasants feel that the ability of urban capital to
operate in the countryside is weakening.? In Zaire. during a
period of ten years, the dissident peasants drove out government
officials, occupied towns, attacked all the symbols of their op-
pression, mercilessly fired on all the **men wearing ties.”” burned
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the airconditioned villas, and did not spare either the missionaries
in charge of their souls, the medical personnel in charge of their
bodies, or the teachers in charge of their brains. There are similar
examples everywhere, from Cameroon to Kenya and Madagas-
car. All these revolts were crushed, Was this because of their
internal divisions? Or the treachery of the “‘privileged”’ among
them? Not at all. The revolts were crushed from outside, by an
organized and more powerful enemy.

What they had to do, then. in order to win in their turn, was to
weaken their common external adversary by dividing them in-
stead of allowing their own internal divisions to be accentuated.
But for this they had to rise above their rural horizons, find allies
in the towns, and acquire a leadership that could coordinate their
attacks against the towns and weaken the enemy from within. In
short, they needed the ideological leadership of the working class,
which alone could make their revolt against capital a stage in the
world socialist revolution.

So there are two opposing strategies here. The first, suggested
by those who dwell on the internal divisions of the rural worild,
advocates categorically the all-out and immediate development of
the class struggle in the countryside. This strategy may seem
“‘revolutionary’’; by compelling comparison with China or Viet-
nam, it may attract leftwing sympathy. But it leads to failure and
makes itself the objective ally of imperialism by speeding up, after
the defeat, the disintegration and subjection of the countryside.
The second strategy is the one which led our Cambodian com-
. rades to victory. Being better Marxists, they realized that their
country was neither China nor Vietnam. They formed a peasant
army, united those who had been divided first by the old Khmer
kingdoms and then by imperialism, weakened the enemy by de-
priving them of the support of the workers and the dispossessed
of the towns as well as the patriotic sections of the petty
bourrgecisie, undermined their army of repression, and finally
won. The lesson in revolutionary strategy they have given us is
doubtless the most relevant one for most of the countries of
Africa.?




CHAPTER 9

Education, Ideology,
and Technology

1. The function of education in social reproduction

By social reproduction we mean the combined mechanisms
that ensure the re-creation of the physical, social, political. and
ideological conditions for the functioning of a given society. This
society does not have to be static; it may be dynamic. expanding.
or even undergeing a qualitative transformation.

**Social reproduction”—the re-creation, from one phase to
another, of the conditions enabling a society to function—usually
brings to mind the reproduction of the productive forces, i.e., the
reconstitution of the capital goods and the investments required
to maintain the continuity of production. The social reproduction
of the productive forces accordingly involves not merely the
static re-creation of the initial conditions of production, but also
the dynamic expansion of the productive apparatus. Viewed in
economic terms, this process of reproduction involves two kinds
of investments—those intended to meet the costs of depreciation
and maintenance of the production apparatus and those intended
to finance increased productive capacity. Economic models
(Marx established the first of its kind in volume | of Capital)
indicate the conditions of static or dynamic equilibrium regquired
for the reproduction of the productive forces. Input-output
techniques eventually made it possible to determine the condi-
tions of social reproduction in terms of accumulation and the
allocation of technical means.

At the same time, of course, social reproduction also requires
an appropriate distribution of the work force, both among the
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various branches of economic activity and within each branch,
according to specific skill levels in keeping with the techniques
utilized.

Owing to the division of labor between economists,
sociologists, political scientists, and other social science
specialists. economists habitually emphasize the reproduction of
the productive forces, while disregarding the appropriate alloca-
tion of the work force. The latter is supposed to be a function of
the system as a whole; in their view, the system as such, operat-
ing primarily through the educational system. automatically en-
sures the appropriate training (including on-the-job training) of
the work force. Furthermore, the mechanisms of the labor market
and the variations in the remuneration of labor in keeping with
different skill levels and ‘varying demand for these skills are
supposed to ensure a proper distribution of the work force.

Such a view is based on a distortion of reality; it masks such
important factors as the reproduction of the class conditions of
society. Even as technologies are not neutral with respect to the
organization of work, so the division of labor is not neutral with
respect to the organization of social, political, and economic
power. More generally, education itself is not neutral with respect
to class conditions. Even when an educational system is commit-
ted to providing equal opportunities for all children and. by means
of generalized examinations and scholarships, ensures the highest
degree of social mobility, it still has a limited democratic impact
owing to the class division of society and the inequalities in
culture and general knowledge transmittéd, outside the school
system, by the family and social milieu,

We must therefore take a closer look at the role of education {in
the broadest sense, i.e., including adult education) in the re-
creation of social conditons. This requires us to examine, in
addition to the formal aspects of education (length of schooling,
pedagogic content), such essential factors as the ideotogy trans-
mitted by education and the social roles which education incul-
cates in the individual. In other words, we must analyze the
problem in close relation to what may be termed the reproduction
of the ideological conditions of society.

J———



Education, Ideology, and Technology 155

2. Education in precapitalist societies

It is generally agreed that in precapitalist societies education
has a formal character. In civilizations having a written language,
language study is limited to a small minority; education deals
essentially with the study of language, grammar, religion, and
ethics—it involves the acquisition of a general culture of a reli-
gious ideological type. Secondly, the training of the producers as
such, i.e.. as technictans of production, is not provided by a
formal public educational agency; it is acquired through practical
work experience—in agriculture, through the transmission of
skills accumulated by the family, and in the crafts, by more or less
complex and formalized systems of apprenticeship, guilds, and
practical experience in the production unit itself. In these
societies, scientific training as it is understood in modern societies
is not distinct from philosophical and religious education in gen-
eral; scientific research is carried on by a small number of indi-
viduals who are not formally trained but self-taught.

In considering these facts, the first explanation that wsually
comes to mind derives from the mode of thought of the En-
lightenment which holds that scientific and technical progress is
continuous. In keeping with this linear view of history, traditional
education is regarded as a simple reflection of scientific and
technical impoverishment—the level of scientific and technical
knowledge necessary to ensure production does not require
schools, and even less, specialized schools. The mode of thought
of the Enlightenment aiso explains the religious character of
ruling-class schooling in terms that are rather contemptuous of
these “*alienated”’ forms of education—our modern education is
supposedly more advanced because it is less religious, more
scientific, more receptive to the critical spirit.

This explanation evades the essential problems. Although it
contains some truth, it greatly underestimates the importance of
technical and scientific knowledge in precapitalist societies. But
above all, it masks the relation which exists between the mo-
dalities of traditional education on the one hand, and the nature of
precapitalist modes of production and their ideological require-
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ments on the other; and it obscures the manner in which these
societies articulate the organization of material and ideological
production.

Regardless of their great variety, all these traditional societies
are characterized by the transparent obviousness of the economic
factor. Their modes of production and distribution are clearly
evident because economic organization is direct, and not
mediated by the market. The appropriation of the surplus by the
ruling classes is therefore perfectly visible. Take a feudal-type
agrarian society in which a serf works three days on his own
patch of ground and three days on the land of his lord—it is
obvious to both that the serf's labor produces the surplus appro-
priated by the lord. Or take a slave who is fed by his master but in
return furnishes the totality of his labor—this slave understands

_perfectly that he produces more than he consumes, and that his
surplus product is the source of his master's wealith.

In these societies, economic exploitation can be reproduced
and maintained only if the society as a whole (both the ruling
classes and exploited classes) shares an ideological philosophy
that justifies inequality. Such an ideology has assumed various
forms in keeping with the traditional systems themselves, but it
appears essentially as an ideology which justifies inequality in
relation to social and political functions. It may be formulated in
terms of inequalities of origin (race, class, family, clan), and/or in
terms of an innate inequality of ‘‘intelligence’ or individual

_capacity, and in the context of an organized system of social
mobility (such as that of the mandarinate), in terms of an inequal-
ity of social function.

Ideology. therefore, is clearly a dominant factor in the repro-
duction of society. It is also clear why this ideology assumes a
religious character—its pronouncements and axioms must be ab-
solute, and its principles of social organization must be derived
from these axioms through an analogical system of formal reason-
ing. This philosophical education may assume a strictly religious
form (Christianity, Islam, Hinduism, Buddhism), or it may as-
sume the form of a secular ideology. as in the Chinese tradition,
which is an idealist philosophy similar in nature to a religious
ideology. This ideology constitutes the essential content of educa-
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tion, especially that provided for the ruling classes: for the ruling
classes must be as alienated as the exploited classes; they must
believe in this ideology in order to be able to act upon it effec-
tively. Hence the religious orientation of elitist education.

As for the education of the producers. which is acquired out-
side a formal educational system, it is not inferior to the schooling
provided for the majority of people today. Although for
thousands of years the training of the producers consisted of
practical work experience, this was not due primarily to the
simplicity of techniques. In fact, contrary to a widespread prej-
udice, the agricultural worker—even in precapitalist socieites—
is infinitely more skilled than the majority of modern industrial
workers, Agricultural production demands truly scientific qual-
ities of observation. applications of reasoning, evaluation of
probabilities, and empiricism which are not required by the
worker who endlessly repeats the same simple gesture. The hand-
icrafts of a precapitalist society also require highly developed
skills. This does not mean that, on the whole, the productivity of
social labor in precapitalist societies was higher than in capitalist
societies; on the contrary, the overall productivity of labor in our
society is obviously infinitely higher. But this superior productiv-
ity derives from the division of labor, from a sharp polarization
between the highly skilled labor involved in designing and con-
structing the means of production and the largely unskilled labor
who must operate these means of production.

If the producers of the traditional societies receive no formal
schooling but are trained in the workplace itself, this is therefore
not due to the fact that they tend 1o require fewer skills than the
producers in capitalist society. It is rather because in precapitalist
societies the division of labor is less pronounced than in capitalist
society. It exists between occupations (agriculture, ironwork,
weodwork, pottery, textile, construction, etc.), but not within
occupations. Within each occupation there ts at the most a divi-
sion of labor between more prestigious supervisory tasks and
physically more demanding tasks. based on age, sex, and eventu-
ally social position, but this division of labor is unrelated to the
knowledge and skill required by the practitioner of the trade. This
is why the connection between theory and practice, between the
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teaching of production techniques and the application of these
techniques, appears as integral, simple, obvious; it is not
downgraded by an ideology which holds that education and knowl-
edge are necessary preconditions for practice.

Insofar as the level of development of the productive forces is
less advanced than in contemporary capitalist society, the techni-
cal knowledge utilized by the producers has an empirical charac-
ter. This empirical knowledge presupposes scientific knowledge
but is not derived from it in a systematic manner. This is why
there is a relation between religion—more generally, the totality
of dominant ideas formulated in a religious framework—and the
skills of production. To be sure, production techniques derive
from empirical observation and experience, and not from the
prior observation, analysis, and mastery of scientific principles.
But these production skills are linked to religion through the
intermediary of myths. These myths in turn replace scientific
knowledge or partially convey scientific knowledge through the
medium of a more complex set of beliefs and practices.

Thus these societies reproduce the division of society mto
ruling classes, for whom a more advanced ideological education is
provided, and producers, whose training is acquired through
practical work experience.

3. Education, ideology, and technology in the capitalist system

in capitalist society, on the contrary, the economic factor is,
for the first time, obfuscated by generalized commodity ex-
change. The division of labor becomes so complex that the pro-
ducers no tonger have a direct relationship to one another, and
distribution no longer appears as directly related to production.
This obfuscation explains the emergence of social laws as we
understand them. In the natural sciences, a **law’’ refers to forces
which impose themselves objectively as autonomous forces inde-
pendent of the observer. The notion of social laws distinct from
moral laws was inconceivable before the rise of the capitalist
system. It is with the emergence of social laws_that appear to be
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autonomous with respect to society that capitalist society could
develop a new science of society, distinct from ethics and reli-
gion. _

The principal aspect of this social science is the economic
aspect. These social laws, which impose themselves as autono-
mous forces, are primarily economic laws—the laws of market
exchange. The prices of goods, the prices of labor, the destination
- of goods appear to result from the market confrontation between
supply and demand—with respect to commodities, labor power,
capital goods, investments.

In capitalist society, therefore, ideology has an economistic
rather than religious character. This is paralleled by a demys-
tification of politics which becomes detached from ethics and
religion and increasingly appears as a branch of social science.
This point is essential for an understanding of the changes that
occurred in the area of education.

At the same time—and this is a second basic aspect of the
question—there is a spectacular development of the productive
forces resulting from the division of labor within occupations
combined with the utilization of increasingly effective means of
production.

In considering education and training in nineteenth-century
capitalist society, we can find several characteristics. First, the
education of the elites is still largely traditional, based on the
humanities. and certainly less religious; it increasingly incorpo-
rates “‘scientific knowledge™ but retains its basic philosophical,
linguistic, and literary orientation. Training in reasoning is pro-
vided by the gradual extension of instruction in mathematics as a
foundation of formal logic.

Second, the training of skilled workers {(and, to a lesser degree,
'of more advanced technicians and engineers) is at first quite
restricted and frequently considered inferior to the humanist edu-
cation of the elites, i.e., of the new bourgeoisie, including its
political members and leading ideological and intellectual rep-
resentatives. Much of this training. especially that of skilled
workers, is acquired through practical work experience and per-
mits social mobility toward more advanced levels, notably that of
engineering.
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Third. the gradual spread of basic education. This is a general
education in citizenship combined with elementary scientific and
technical knowledge in preparation for eventual skilled work.

To understand these three characteristics we must relate them
to the specific characteristics of capitalism—the obfuscation of
social relations; the emergence of objective, especially economic,
laws; the predominantly economistic character of ideology; and
the development of the productive forces in keeping with the
division of labor within occupations (i.e., the growing separation
of policymaking tasks and unskilled performance tasks).

The schooling provided for the people under the guise of
generalized primary education is essentially a training for citizen-
ship. This civic training becomes gragdually detached from religion
(although it may retain some elements of religious origin or
character} because politics has been demystified; and with the
emergence of economic and social laws which impose themselves
on society as natural, autonomous forces, the religious element
shifts from the political to the economic domain.

The education of the elites, therefore, involves primarily the
acquisition of an ideological body of closely interrelated opinions,
ideas, and information concerning the social order and the objec-
tive character of the laws of society. This education is paralleled,
with respect to the organization of work, by a division between
skilled work and the unskilled work of the mass of producers, The
growing division of labor underlies not only the problems of
education but, more generally, the problems of civilization, social
perspectives, and the ultimate purpose of economic development.
This situation has given rise to many of the contradictions that
underlie the chaos of the modern world.

4. The crisis of the modern world

The first contradiction is the increasing degradation of work in
the industrial world, i.e., downgrading of the work skills of a
growing number of workers. Labor and Monopoly Capital, an
American study by Harry Braverman, gives a powerful descrip-
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tion of the degradation of work in the United States. At the
beginning of the twentieth century, the percentage of unskilled
workers barely exceeded a third of the active population; in 1970,
this figure had risen to 70 percent. and it now includes not only
the great majority of workers in the secondary sector, but also a
growing majority of workers in the tertiary sector. This massive
degradation of work skills of the majority of producers is paral-
leled by the increasing specialization of a minority.

This first contradiction gives rise to another. At the very mo-
ment when, under the impact of affiuence and democratic pres-
sures, the educational system tends to become generalized on the
secondary level—that is, at the very moment when the citizens of
these countries are acquiring an increasingly lengthy formal
education—it is becoming increasingly difficult for a majority of
these citizens to find work. For a growing majority of the popula-
tion, education is becoming dysfunctional. a kind of superfluous
luxury.

This second contradiction derives from the specialization of
skilled work. Skilled labor used to be distributed almost evenly
over the entire work force in keeping with a social division of
labor among occupations but not, by and large, within occupa-
tions. During the nineteenth century, the utilization of increas-
ingly modern and effective technigues designed to increase over-
all labor productivity gradually created a closer connection be-
tween science, the source of knowledge, and technology, the
application of knowledge in a particular area of production.

During much of the nineteenth century, the dominant branch of
scientific knowledge was mechanics, the foundation of applied
technology. Owing to a less pronounced division of labor, this
afforded a measure of social mobility through the acquisition of
relatively accessible knowledge. This period saw the widespread
diffusion of popular technical and scientific works on mechanics
that were read and studied by large numbers of workers. The
training of skilled workers was not yet highly specialized, except
for certain occupations such as medicine and other professions
which were in any case restricted to bourgeois practitioners.

Today the situation is quite different. The branches of technol-
ogy have undergone considerable diversification and the scientific
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foundations of technology are therefore much less unified around
mechanics. Today, electronics, mechanics, biology. and other
branches are equally important scientific sources of technology.
The training of skilled labor is becoming increasingly specialized
and invoives many more workers than the small number of en-
gineers trained in the nineteenth century. This training neverthe-
less involves but a small minority of workers. The training of
highly skilled workers is the condition for the degradation of work
for the majority of workers.

The third contradiction bears on what may be called the crisis
of the humanities. This crisis is closely related to the changes that
have occurred in the ownership and control of capital—the
gradual disappearance from the bourgeoisie of the individual or
family entrepreneurs of the nineteenth century, and the
emergence of a class which tends to exercise collective control
over much more highly centralized capital. The centralization of
capital, an expression of the growing contradiction between the
social character of production and the exclusive control of this
production through formal ownership of the means of production,
is reflected in the fact that exclusive family ownership of the
enterprise has been supplanted by social forms of ownership, by
the corporations which control capital. The bourgeoisie of the
nineteenth century is increasingly being replaced by what Gal-
braith, among others, has ambiguously termed the *‘technostruc-
tures.”’

This change calls attention to another aspect of social
reproduction—the reproduction of the bourgeoisie itself as a so-
cial group composed of individuals and families. In the nineteenth
century. the bourgeoisie reproduced itself through the bourgeois
family, through marriage and family inheritance. Owing to the
centralization of capital and the transfer of formal control over
capital to the corporations, family inheritance is no longer of
major importance. Since, on the other hand, the mass of produc-
ers are able to acquire an elementary and secondary, and in
certain cases even a college education, the training of the “"elite”’
is increasingly based on a sociopolitical process of internat selec-
tion. This selection is disguised as recognition of individual **qual-
ities’" or practical on-the-job experience (whether valid or not),

v i —— e
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but it conflicts with the democratic pretense of social mobility.
This provokes a crisis in the humanities-oriented system of edu-
cation (which is bound to disappear since the bourgeoisie is no
longer reproduced primarily through the family), and transforms
the character of the training and education of the ruling class.

The training and education of the ruling class are now based on
science and technology viewed as ideologies. Ruling-class educa-
tion is no longer designed primarily to produce scientists and
technicians; its principal objective is to inculcate the notion that
science and technology are autonomous forces external to socie-
ty. This is one of the aspects of the crisis of the universities with
respect to the teaching of the social, political, and economic
sciences; at the same time, the premise that technology must
replace ieology is giving rise to a new philosophical orientation.

This, then, is the context of the contradictions of the modern
world in the area of education. How do these contradictions
relate to the underdeveloped countries? These countries are in-
tegrated into the world capitalist system—economically (decisive
role of external relations in the transformation and development
of these countries) and socially (borrowed models of consump-
tion, culture, and technology, and transmission of the dominant
ideologies). As a result, all these contradictions are present in the
periphery of the system, atthough they are here scaled down and,
for this very reason, even more violent.

In the underdeveloped countries the traditional economic sys-
tem has been gradually destroyed by its integration into the world
capitalist system. The handicrafts have almost disappeared due to
the competiton of manufactured goods. and the system of agricul-
tural production has deteriorated due to external pressures which
have forced it to adjust to the requirements of the world market.
We can see extreme examples of this in African societies in which
food production involving sophisticated accumulated technical
skills was gradually supplanted by the production of export goods
fabricated in centers run by technical researchers and consultants
who have no relation to the producers, and whose output is
*transferred”’—forced upon the producers through managerial
systems, cooperatives, and supervisory companies which dispos-
sess the peasants of their ancestral skills. Owing to the penetra-
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tion of capitalist ideology into the underdeveloped countries, the
destruction of the traditional system of on-the-job training is
paralleled by the deterioration and gradual disappearance of the
elitist systems of education, especially those based on traditional
philosophy and religion; this is happening, for instance, to
Koranic education in all the Moslem countries.

Moreover, this destruction leaves nothing in its wake. Whereas
in the center of the capitalist system traditional education was
gradually replaced with a new kind of schooling, which I have
criticized in the preceding pages, in the underdeveloped countries
the destruction of traditional education has in numerous instances
resulted in total illiteracy and in the loss of the traditional techni-
cal skills accumulated through practical work expenence in ag-
riculture and the crafts.

This process of destruction can be observed in various do-
mains. First, in the most important domain—economic life. It is
the study of this domain that led to the gradual discovery that
underdevelopment results from development in the center, ex-
pansion of the center, the center’s domination of the periph-
ery—destruction of handicrafts, dominant role of agri-
culture—and, at the same time from a belated and inadequate
industrialization based on technological and consumption models
borrowed from the advanced world, which therefore cannot pro-
vide work for the majority of the producers it ‘marginalizes.”

The effects of this process of destruction can also be observed
in the domain of language. There is good reason to believe that
the languages of the Third World as they aré actually used are
gradually deteriorating as a result of the degradation of work. 1
am thinking of African languages which, in keeping with the
prevalence of skilled handicrafts, incorporated a corresponding
technical vocabulary and an underlying conceptual system that
presupposed an implicit body of theoretical knowledge.

In the underdeveloped countries, the contradictions of the sys-
tem thus assume a violent and almost caricatured form. We are
witnessing not only the dispossession of work in the industrial
world. but also the degradation and dispossession of a mode of
work which is not even being replaced with industrial labor. In
other words, there is a growing number of unemployed who are
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vnskilled in the full sense of the term—they are neither artisans
nor peasants, having no longer those skills, and they are not even
degraded industrial workers. Since the models of industrialization
are borrowed from the developed countries, we are also witness-
ing the specialization of skilled work, but this specialization is
such that the capacity for mastering these work skills is practi-
cally nonexistent. This difficulty is deait with by the massive
purchase and use of imported skilled workers and expensive
technology. But when complex machinery is imported, the
difficulty is not to operate it, but to get to know its **secrets,” i.e.,
to be able to reproduce it, and eventually to adapt it to ends
different from those for which it was designed. And finally, we are
witnessing a transfer of nineteenth-century elitist educational
models which are here perfectly absurd, since they are not even
rooted in local tradition, as they were in Europe.

What is the purpose of literacy or mass education campaigns in
such a society? Stated bluntly, they are dysfunctional, they are
out of place, not required in terms of the social reproduction of
the deminated peripheral system, and consequently, serve a pur-
pose only when pursued in conjuction with an upgrading of work.

What do we mean by the upgrading of work? In this respect, as
in others, the underdeveloped countries cannot retrace the path
followed by the developed countries. Each must transcend the
capitalist system from the outset and develop technology that will
enable it not only to solve its own particular economic probiem,
that of underdevelopment, but also to open up new perspectives
for world civilization. This is an extremely complex and difficult
problem which will take a long time to solve. 1t is, moreover, not
excluded that the currently developed world will also participate
in the creation of this new world civilization by challenging the
forms of social and work organization which are now charac-
terized by massive degradation.

The underdeveloped countries are compelled to do better than
the capitalist system or they will net even be able to catch up with
it. It is because this particular sitwation was ignored that the
literacy and popular education campaigns produced only
mediocre results throughout the Third World. That these efforts
are regarded as a superfluous luxury both by their intended ben-
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eficiaries and by the authorities in charge is due to the fact that
they are not paralleled by profound changes in the economic and
social system that would make it possible to provide employment
for the entire active population and to upgrade work skills.

In fact, the successful literacy and mass education campaigns
all took place in countries which have begun to challenge the
mode of social organization and have opened up new avenues,
however modest, for the upgrading of work. This shows that the
very purpose of literacy and adult education campaigns must be
to awaken the capacity for scientific and technical innovation in
the underdeveloped societies, and not to transmit the prevalent
skills of the developed world. To be sure, this capacity for inno-
vation must also be based on a universally valid body of scientific
knowledge. But although science is to some extent univérsally
valid, this is not the case with technology. Technology is a con-
crete response dictated by specific social conditions.

An effective literacy or adult education campaign that is rele-
vant to the problems of development must have a number of
features: First, it must create close links between theory and
practice on all levels. In other words, scientific knowledge and
skills must be transmitted in a critical. modern form that can be
further enriched. But this kind of schooling must also be carried
on in close conjunction with a work practice that is relevant to the
society in question. This means that the economic and social
system must guarantee work for all as well as the prospect that all
workers will be able to acquire increasingly advanced skills.

" Second, for such a campaign to be successful it must be
egalitarian—it must involve the entire population, all the rural and
urban regions, those who are working as well as those who are
unemployed and who must be guaranteed employment after they
become literate. At the same time. every effort must be made to
prevent those who have had advanced training—frequently ac-
quired abroad and dysfunctional for the society—from capitaliz-
ing on their accidental advantage over others. Such a campaign
must therefore be organized democratically. In this respect it is
useful, as the Chinese have learned from experience, that young
people who have completed a secondary or higher education
return regularly to the “"base’ and acquire more advanced levels




Education, Ideology, and Technology 167

of schooling only gradually. after having become fully familiar
with the ordinary work of the majority of workers. 1t must also be
possible for all workers who have the capacity and are so inclined
to acquire advanced training and education, in order that techni-
cal innovation may develop on the basis of the greatest possible
equality.

Third, an explicit critique must be made of the ideology and
structure of traditional education as well as of the traditional
society itself. This should not take the form of criticizing the
traditional ideology in the name of a culture, ideology, and educa-
tional structure borrowed from the contemporary capitalist
world. for these have an alienating impact on the local society and
are not rooted in the national cultures. The local culture and
ideology must be transcended from within. There are ambiguities
in this area that relate to the nationalist theme of authenticity. It is
not possible to transcend them without ensuring a simultaneous
continuity and break: nor should the traditional society . its educa-
tional systems. and its ideology be discarded without replacing
them with another social organization, other systems of educa-
tion, and another ideology that are truly relevant to the problems
of the masses. the victims of peripheral and dependent capitalist
“development.”

|







CHAPTER 10

The ‘‘Transfer of Technology”’

In recent years the problems of “transfer of technology™ have
been on the agenda both in social research programs and in
international negotiations. The issue is how to accelerate and
reduce the cost of the transfer of technology from the developed
to the underdeveloped countries. It is thus implicitly assumed
that this transfer is desirable and even necessary. But it seems to
me that the question has not been properly stated.

First of all, it is not possible 10 analyze scientifically the prob-
lems of technology and its possible transfer without first studying
the history of the relations between science, technology, produc-
tion, and society. This history is in fact that of the (recent)
weakening of the link between technology and production. For
thousands of years. and in all societies, technical inventions were
made by the direct producers. This was so not only until the
Industrial Revolution, but even beyond it, probably until the end
of last century. The first machines—the weaving loom, for
example—were invented and improved by crafts workers who
triggered the Industrial Revolution. Subsequently, throughout the
last century, inventions and improvements were largely the result
of collaboration between practitioners—heads of firms, engineers
(often relatives of the former)—and skilled workers. In the
nineteenth century, it was still exceptional for technical invention
to be done by specialized research departments separate from
production. At the same time, technical invention was not yet
directly and explicitly linked to fundamental scientific research,
which seemed to proceed without any concern with practice.

There are many reasons for this. The relative simplicity of the
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production processes may suggest that these were still within
anyone's reach. But this is misleading. The reason the producers
were still creators is ultimately because they controlled the pro-
duction processes, The division of labor was still limited; it oper-
ated between occupations but not very much within them. Nowa-
days it is really only the peasants who remain skilled producers
without job specialization. Because there is no division of labor
among peasants. these producers can view their product in rela-
tion to its entire use-value and, consequently, make creative use
of their capacity for observation and reason.

Technology was probably still largely autonomous with respect
to the progress of fundamental science because the techniques in
these new branches of activity—the industries—were mainly
based on mechanics, whi¢h could be grasped by empirical experi-
ence without any thorough direct knowledge of its mathematical
foundations. Again, in agriculture, observation and experience.
without knowledge of the scientific secrets of biclogy. have made
possible immense progress for thousands of years.

Pure science thus was separate from production practice and
developed autonomously. This does not mean that science was
independent of society, of course, but it was related to the
ideological superstructure rather than serving the production
base. The dominant branch of science was mathematics, the most
advanced formalization of logic, whereas the natural sciences
remained at best descriptive. Mathematics went hand in hand
with philosophy and attempted to answer the questions raised by
it (the infinitely small, for example). Of coursé, astronomy, which
inspired mathematical research, was useful both to agriculture
and to navigation, but it was even more necessary to the ideologi-
cal constructs of cosmogony and religion.

These two sets of relationships have been upset in our century.
Technology, having become an object of labor specialization, has
been separated from production. On the other hand, pure science
has passed into the direct service of technology. This is not only
because progress in the (physical and biological) sciences has
made prodigious strides since these sciences were launched in the
nineteenth century; nor even because mathematics has been sys-
tematically made to serve science. It is also because technology is
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now derived explicitly from science, The second scientific and
technical revolution shifted the center of gravity from mechanical
engineering to electronics (this basis of automation supplanting
mechanization) and applied biology. Mere empiricism is no longer
sufficient to ensure the progress of production technigues.

Does this mean that the growing complexity of technology is
the reason for its divorce from production? To all appearances it
is, and it is this appearance which suggests that the progress of
the productive forces, derived from that of technology, is neutral
with respect to the social relations of production. But in fact, this
separation stems primarily from the division of labor within
trades, the fragmentation of jobs, and the consequent massive
degradation of work, While fifty years ago it was still confined to
certain jobs in the mechanized manufacturing industry, this de-
graded labor has now invaded the tertiary sector. Hence the
worker has lost even partial control of the production process.
Moreover, the fragmentation of jobs not only involves the per-
formance of the job; it has spread to the giving of orders and even
to design and policymaking, and to technologicat research itself,
Control of invention is increasingly slipping from the grasp of the
scientists themselves.

This evolution is the result of capital’s domination of society.
We need to rid ourselves of a whole set of myths about the
organization of work, efficiency, etc. It has been demonstrated
over and over again, with specific examples, that the main pur-
pose of the organization of work as it is now—-featuring the
separation between the work of design and execution—is to re-
produce the relations of domination which determine the relations
of exploitation. Efficiency is always in relation to a system: here.
the extortion of surplus value.

Thus, while the division of labor by trade or craft necessarlly
accompanies the commodity form of the product, the fragmenta-
tion of jobs within the trade determines the latter’s capitalist
commodity form. Since technology itself has recently become a
commodity—a capitalist commedity—this has been followed by
the separation of technological research from production, and by a
certain form of division of labor within technological research
itself. Technology is an object of buying and selling, in keeping
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with the buying and selling of the specialized capital equipment
which is its material underpinning and in which it is incorporated.
Today the monopolies control this technology; they can refuse to
sell it, or insist on certain conditions and, in this way, appropriate
some of the surplus value generated by the output obtained by
means of this equipment,

If, then, the direct appropriation of the means of productlon
was until recently the necessary medium of control by capital,
this is no longer the case, at least not at all levels of the produc-
tion process. It is sufficient to control its strategic focal points to
get hold of most of the surplus value generated in the process as a
whole.

It is in this context that the problems of the transfer of technol-
ogy must be placed. Transfer of what? Transfer to whom? If itis a
question of modern technologies, we will have to bear in mind
that these are capitalist technologies, and that they are,
moreover, controlled by the monopolies. Hence we will be trans-
ferring, at the same time as the technology, the underlying
capitalist relations of production. Moreover, by this transfer we
will not be escaping the domination of imperialist capitalism. On
the contrary, we will be extending its scope by integrating the
periphery more firmly into the imperialist system, The work done
in the last few years on the cost of this transfer is evidence of
this—the cost turned out to be exorbitant. For example, the
Andean Group of states has been paying prices for this kind of
equipment, and for the relevant patents, which are many times
their real cost of production. By this méans, the surplus value
generated at the periphery by ““modernization’ is largely trans-
ferred to the monopolies. Hence the countries of the periphery
cannot hope to be able to take over and ensure for themselves
their own ultimate autonomous dynamism. This could still be
done in the nineteenth century—Germany, Japan, and others
began by importing British capital equipment and quickly suc-
ceeded in reproducing the technologies incorporated in this
equipment. But, in this field as in others, imperialism involves a
qualitative break. So we cannot really speak of “transfer’’ but
only of the geographical shift of the place where the technology
operates.
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It is not a question of reducing the cost of this transfer, even if
the cost were zero. the technologies of the imperialist centers
would not be able to solve the problems of underdevelopment at
the periphery. This technology is excessively costly, not only
because of its capital-intensive nature, but because of the waste-
ful consumption patterns it brings with it, the excessive exploita-
tion of natural resources that it implies. etc. In other words, this
technology presupposes imperialism, i.e., the excessive exploita-
tion of labor in the periphery. Thus it can only reproduce the
relations of unequal development within the imperialist system.

If this transfer is not desirable, can we envisage another type,
that of less advanced technologies? The debate about “inter-
mediate technologies™ suggests such a course. But since history
is not a linear advance. the present situation of the underde-
veloped countries, shaped by imperialist domination, is not the
same as that experienced by the now developed centers at a
previous stage of their evolution. It is therefore no solution to
borrow the technologies of nineteenth-century Europe, apart
from the fact that they too brought with them capitalist relations
of production.

There is no choice: we have to invent a new technology that
can both establish socialist relations of production and develop
the productive forces even beyond the level reached by
capitalism.

This problem is not specific to the underdeveloped societies; it
is a problem of the world system as a whole. We have mentioned
the mass degradation of labor involved in the fragmentation of
Jjobs. Automation does not invoive a higher average level of skill
than mechanization; on the contrary. As automation eliminates
the simplest manual jobs in some sectors, the capitalist system
develops new parasitic sectors of activity—usually in connection
}vilh the **selling costs™ of monopolistic competition—which are
In their turn affected by gradual degradation because of the frag-
mentation of tasks. Overall, the whole of social labor is devalued.
Thus concrete and complex labor, creator of use-values, gradu-
ally gives way to abstract and simple labor, a uniform expending

of energy. which makes still more realistic the analysis of value in
Capital.
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For this reason a specific contradiction is developing in our
time, which is evidence that the capitalist mode of production is
really beceming an obstacle to the development of the productive
forces. To do one’s job, the nineteenth-century worker needed to
be able to read and count. The downgraded worker of our day has
a better output if he or she is stupid or has an obsession for
repetitive gestures. But at the same time the length of postpri-
mary education has more than doubled. Not only is education no
longer useful, it is becoming a motive for resistance—~passive for
the momeni—to the work imposed by capitalism. Yet it also
reveals what it could become: an overall enrichment of the crea-
tive capacities of society. The progress of the productive forces
now requires the gradual abolition of the division of labor which
determined their previous development. Society is ripe for com-
munism.

Where can this superseding of the technologies of advanced
capitalism find a way to penetrate? A linear mechanistic view of
history implies that this revolutionary breakthrough can only
come from the most advanced capitalist societies. But there are
powerful obstacles to this breakthrough. The societies of the
capitalist centers are sufficiently rich, the interlocking of interests
sufficiently complex, the feeling for the privileges which im-
perialism stimulates sufficiently shared, for these societies to be
able to wait for some decades yet in a kind of slow decomposi-
tion. On the other hand, the societies of the dominated periphery
no longer can wait. With every passing year, the material condi-
tions of their vast masses become more’ intolerable, while the
palliatives of capitalist integration become increasingly worth-
less. The correct solution to the problems of transition from
capitalist underdevelopment to the blossoming of the classless
society involves the development of creativity with respect to
socialist technologies.

It is not difficult to list the obstacles to this flowering of
technological creativity. The main one is the gradual deterioration
of the scientific and technical abilities of the societies dominated
by imperialism. This assertion may seem surprising in view of the
quantitative progress of school education in the Third World. But
it is a fact that this progress remains quantitatively limited—still
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lagging behind the progress of the center; and ambiguous—
because of the alienation and **dispossession of the world” which
are its necessary concomitants in the forms in which it operates.

Let us take an example. The history of the **'modermization” of
agriculture in the Third World is that of the dispossession of the
peasants. Highiy skilled producers in all times and places, the
peasants of the three continents have been capable, for thousands
of years, of adopting foreign products and techniques. True, this
ability to achieve results by empirical observation and to exercise
a talent for reasoning and conducting experiments has always
been limited by the requirements of the dominating exploiting
classes, but it has nevertheless been real. But what is happening
in our period of imperialist domination? The new technigues are
developed in isolation, in the laboratories and experimental farms
of the monopolies and governments. Then, when these
techniques prove useful, i.e., likely to extract surplus value from
the peasants’ labor, they are transmitted to the peasants, i.e.,
imposed by the government authorities. Dispossessed of the
world, alienated, the peasants resist. They are accused of being
“‘reactionary traditionalists.”” They are sent teams of sociologists
and, more often, policemen. They finally give in and allow them-
selves to be exploited, until such time as they rebel—unless they
stmply flee to the towns. Yet surely we could imagine a different
organization of agronomic research, less centralized, established
among the producers themselves, which would enable the techni-
cal revolution to go hand in hand with the revolution of relations
of production and that of cuiture and ideology.

These real obstacles must be countered by the powerful poten-
tial forces operating in the opposite direction. First, a less rigor-
ous division of labor: there are still many peasants and craftswork-
ers, and they are still much less degraded than the workers of the
developed world. Of course, ¢ertain specific forms of the division
of labor (division between ages, sexes, and sometimes casies)
are still obstacles. But the difficulty here is related to two
spheres—that of the relations of productions and that of the
ideological superstructures—rather than to the sphere of techni-
cal know-how, which can be acquired. Insofar as the techniques
are ‘‘ideologized” and integrated into the system of religious
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imagery. this is a different form of dispossession of the world, of
alienation, But it is religious alienation reflecting the inadequate
mastery of nature, and not commodity alienation which is closely
related to the fragmentation of jobs.

In order to conduct simultaneously the three necessary
revolutions—that of the relations of production which determines
the others, that of techniques which enables the first one to
develop, and that of ideology and culture which ensures that it
develops in the correct direction—it is essential to have confi-
dence in the masses. Social, political, and economic democracy at
the grass roots, and real self-management, are the necessary
conditions for this reappropriation of the world. To control the
productive process is also to keep for one’s community the gains
obtained by technical progress. Otherwise ‘‘participation’ be-
comes a farce and, as in Yugoslavia, the worker is indifferent to
his or her “‘rights.” Here science must come to the aid of the
producers. Making science serve the producers means effecting
radical changes in education (its form and its content), and linking
theory to practice at all levels. It also means guiding the produc-
tive apparatus in a direction which will enable it concretely to
meet the problems posed by the improvement of productivity and
the level of living of the vast majority—for example, making
industry serve agriculture in a first long phase of transition,

Immense progress can already be made at this stage. This is
how the Chinese commune manages to feed, keep healthy,
clothe, and decently house hundreds of millions of people while
elsewhere the green revolution and Western-type industry pre-
vents neither hunger, nor shantytowns, nor epidemics. It is how
Vietnam succeeded, in wartime, by artisan methods, in
adequately meeting 60 percent of its nonfood consumption needs
and 40 percent of its capital equipment needs.

Naturally, we must see beyond these advances. But their ex-
tension to millions of producers, and the effective participation of
these producers in the improvement of their lot, are the best
guarantee of a subsequent creative ability which can then pro-
gress very quickly. Atthat stage, borrowing (with reservations and
criticism) may find a place in the speeding-up of history. Borrow-
ing a technology from the capitalist world is never ‘‘innocent,”
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because this technology supports class relations of production;
but it is an acceptable compromise when the forces of socialism
dominate the sitvation and are aware of the contradiction be-
tween this borrowing and the general policy of socialist develop-
ment. On the other hand, in other circumstances (for example,
those of the countries dominated by impenrialism, or of countries
which, like the Soviet Union, believed in the *‘neutrality’” of
technology) borrowing becomes unacceptable because it objec-
tively strengthens the powers of domination of the bourgeoisie
and the technobureaucrats.

It is understandable that backward countries which are freeing
themselves from capitalism and imperialism are forced to adopt,
at least in some sectors, the modern techniques that are at present
the only ones known, while launching a specific criticism of that
technology. China imports machinery. But the ‘“‘modern”
machinery is taken to pieces in front of all the workers, who are
thus invited not only to learn in a practical way how it functions,
but also to reassemble the machinery in their own way and to
organize their work as they like. Japan and Russia also imported
machines, and also dismantled them, but only for the benefit of
skilled engineers who were required to reproduce the machinery
and if possible to improve it according to their own logic. What
China is doing is different: it has set itself the goal of accomplish-
ing an industrial revolution, but an industrial revolution different
from that of the West, an industrial revolution which opens the
way to the development of techniques which carry with them
socialist relations of production.




PART 1V
The End of a Debate




The study which foliows should, I hope, bring to a conclusion
an important debate which has been going on in recent years—the
debate concerning *‘unequal exchange’ and the **theory of inter-
national trade.” It is no accident that this discussion, which like
so many others appears at first sight to be purely “‘economic.”
can today be concluded by superseding “*economics’’ and restor-
ing historical materialism (i.e., a genuine return to Marx), nor is it
merely the fruit of the intellectual effort of all those concerned.
Rather it is a reflection of the Chinese Cultural Revolution and its
universal relevance.

From the start, two essential points should be made about why

the debate ¢an now be considered closed.
I, The essential contribution made by Emmanuel is undoubtedty
the discovery of the preeminence of international values. Gur
world no longer consists of juxtaposed national systems carrying
on ‘‘external’ relations with each other (even if these are impor-
tant), as was the case until quite recently. Rather it constitutes a
unity, a whole—the world capitalist system. Day-to-day
“‘economic,” "‘political,” and *‘cultural” events prove this to be
the case, but it is insufficient to say so. It is necessary to draw the
practical conclusions, for the essence of the whole is always
richer than the sum of its parts. Emmanuel has graduvally drawn
these conclusions: the system is defined in the abstract by the
great mobility of goods and capital and by a relative immobility of
labor. This means that commaodities are not first of all national
commodities and then, exceptionally or marginally, international.
On the contrary, it means that commodities are primarily
worldwide. .

This implies that, throughout the system, social labor is crys-
talized in goods which have an international character. The result
is that an hour of simple labor in the Congo and in Germany are as
comparable as an hour of labor in a Detroit factory and in a New
York barbershop, since both generate the same value; that is, the
labor of both the Congolese and the German producer culminates
in worldwide commodities destined for the same world capitalist
market. This argument is developed in section 2 below,

2. The direct or indirect sale of labor power—overt in a capitalist
firm or obscured by an intermediary of a noncapitalist mode of
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production as is often the case in the periphery-—constitutes the
essential problem. We will not understand anything about the
world or its real deep-rooted unity unless we grasp the function-
ing of this sale which gives a universal character to capitalist
commeodity alienation.

To analyze correcily this sale of labor power, its impact and its
forms. two series of difficulties must be overcome. The first
danger is that of substituting a mechanistic, linear causality for
the dialectic of the relations between objective and subjective
forces. The dialectic in question implies that we are concerned
with historical materialism and not with "‘economic theory,”
which has recourse to linear causality. The use of certain
methods, particularly the so-called models method, accentuates
this danger, because these models are in themselves mechanistic
tools. Sections 4 and 5 below and the appendix seek to restore the
nature of this dialectic and expose the dangers of juxtaposing
unilateral viewpoints.

The second danger is that of analyzing the objective forces/
subjective forces dialectic in abstract, general terms, i.e., out of
the concrete context of specific social formations—in other
words, forgetting that the unity of the system does not mean that
it is homogeneous, but that it is diverse. Hence the dialectic in
question must simultaneously and separately envisage the rela-
tions between the objective forces and the subjective forces in the
center, at the periphery, and in the system as a whole. Sections 6
and 7 as well as section 10, attempt to clarify the specific charac-
"teristics of this dialectic at the periphery of the system.

The outline which follows is not systematic, starting with
abstract concepts with a view to deducing the concrete reality. I
have instead chosen to enter into the debate as it occurred. This
method will give us a better idea of why the debate has remained
ambiguous, why false problems have overshadowed the real
ones. The abovementioned sections assess the situation by re-
turning to the two fundamental elements pointed out above,
which were forgotten or insufficiently understood by the partici-
pants in the discussion. 1 will refer to Unequal Development! in
order to avoid repeating myself or giving this article a dimension
it cannot attain. . '

The debate on unequal exchange is not the only one which
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should now be closed. It is in close connection with this debate
that questions concerning the *‘transformation of values into
prices’” (section 8), the falling rate of profit (section 9), and the
periodization of the system (section 10) were reopened. And it is
for the same basic reasons that they must be closed.

1. The debate concerning unequal exchange

The publication of Unegual Exchange® by Arghiri Emmanuel
marks an important date in the theory of international trade and,
beyond that, in the theory of unequal relations of domination/
dependence between the center and the periphery of the world
capitalist system. The fact that Emmanuel’s argument was re-
jected out of hand by conventional economists is guite under-
standable, since the Ricardian theory of international trade is
consistent with the subjective theory of value. In fact, that was
the only exception to Ricardian internal logic, which was based
on the labor theory of value, as Emmanuel was the first to point
out very clearly.?

But how can we explain the total silence of Marxists (until
Emmanuel) concerning international trade, and particularly the
Ricardian theory of “*comparative advantage™? [ have explained
elsewhere® that Marx did not have time to be systematically
concerned with the world capitalist system, having devoted his
efforts primarily to demystifying the capitalist mode of produc-
tion. Thus his observations concerning international trade in Cap-
ital are in the nature of brief digressions **in passing.’”” Neverthe-
less. we shall see that, as is often the case with Marx, these
observations are very valuable. After Marx, Marxist thought
became ossified. Later, with the birth of the Soviet state, a
scientific analysis of the world system was liable to be embarrass-
ing for the politics of that state. Furthermore, the workers’
movement in the developed West became part of the “*establish-
ment”’ and tended to adopt paternalist imperialist attitudes and, in
particular on the ideological plane, to view the socialist transfor-
mation of the world as its own exclusive responsibility, with the
oppressed peoples receiving socialism ‘‘as a present.”’® The
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theory of comparative advantage then proves useful, since it is
tautological: it makes it possible to “‘justify”’ the international
order and, among other things, the insertion of the new state into
this order, as well as paternalism toward the periphery. This is
why Emmanuel’s argument can be regarded as a path in the
wilderness.

It is important to note that Emmanuel’s criticism of the conven-
tional theory of international trade is today generally accepted by
Marxists. Bettelheim and Palloix recognize Emmanuel’s con-
tribution in this connection: he highlighted the deficiencies and
the “illusory’” nature of classical (Ricardian) theory and neoclas-
sical (marginalist, though still Ricardian) theory of international
trade. In particular, Emmanuel showed *‘that with the immobility
of factors there was areversal . . . it was no longer the production
conditions which determined trade, but trade which determined
production.” As Emmanuel says, it is this “‘reversal,” *'this
denial of the labor theory of value,” which explains why the
marginalists, who rejected Ricardo, retained his theory of interna-
tional trade.®

This criticism by Emmanuel is the same as the criticism I made
as early as 1957. And we shall further see that on many important
points our analyses converge. However, Emmanuel went further.
By stressing the immobility of factors, Emmanuel actually goes
beyond the criticism; he lays the foundations of a positive theory,
because for the first time he characterizes the international sys-
tem in a way which is to prove particularly fruitful: international
mobility of commodities and capital, immobility of labor. We
have already pointed out that this was a new abstraction and that
Bukharin in 1917 did not see this characterization,” nor did Lenin,
despite the importance of Imperialism, the Highest Stage of
Capitalism,

1 think that this abstracl characterization is basically correct,
and that it is Emmanuel’s essential contribution. It is a fundamen-
tal contribution because, as we shall see, if we reject it we are
stimultaneously rejecting the idea of unequal exchange. In this
respect Emmanuel certainly does not deserve to be called a
*‘precritical economist,”” as Bettelheim calls him in the preface to
Unequal Exchange. However, this hastily applied adjective de-
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serves reflection and, having criticized (or accepted the criticism
of} "comparative advantage,’’ we may have to keep it because we
do not know what to replace it with. For after all, where is the
“*Marxist theory™ of international trade?

The reason the debate following the publication of Unequal
Exchange was 50 confused and so unfair to Emmanuel is that
unfortunately he stopped at the threshold of the real problem,
although he had been the first to formulate it clearly. This real
problem, which stems from the correct characterization of the
international system, is that of international values. Emmanuel
stopped at the threshold of the problem because the question of
international values is merely that of the domination of the
capitalist mode of production over the others, that of the spécific
nature of the peripheral capitalist mode with respect to the central
one. Yet Emmanuel does not deal with any of these essential
questions (which are the main subject of my own work); hence his
hasty, sometimes even mistaken, conclusions, from which his
opponents have drawn too facile arguments, but have themselves
really remained at the *‘precritical” stage.

In my view the confusion stems from the inadequate analysis of
the theoretical status of the value of labor power in the capitalist
mode of production. Neither Emmanuel nor his critics have prop-
erly solved this problem. I hope that on this point [ have already
helped advance the debate, and hope here to cover a further
stage.®

Thus the confusion stems from the fact that. on this essential
point, Emmanuel expresses himself in empiricist terms, calling
the wage an “*independent variable.”” As we shall see, this formu-
lation reveals a theoretical error, because there is no ““indepen-
dent variable” in the capitalist mode of production. The very
search for unilateral causalities between *‘independent variables™
and “‘dependent variables’’ is characieristic of mechanistic
economism and is diametrically opposed to the dialectical method
where the whole, i.e., the reproduction of the conditions of the
mode of production, determines the parts, i.e., the *'variables.”

But although Emmanuel was here venturing into a formalistic
blind alley, his opponents were making no progress either. They
confined themselves to repeating that the wage was not '“inde-
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pendent” but “*dependent’’ on *‘productivity.”’ Thisis, of course, a
hollow marginalist formulation, For the question immediately
arises: at what level is the '‘productivity’” in question located?
Are we making real progress when we replace the term “pro-
ductivity,”” which is of marginalist origin, with the Marxist term
“*level of development of the productive forces™? To say that the
wage depends on the level of development of the productive
forces is only a partly correct, and too general, answer, First, the
verb “*depend”’ itself always betrays the absence of true dialecti-
cal thinking. We shall see later how to formulate correctly the
dialectic between the objective forces and the subjective forces.
Second, the whole question remains as to on what level the
development of productive forces takes placé: the enterprise, the
branch, the nation, or the world. ’

2. Emmanuel’s contribution: the preeminence of world values

Emmanuel considers that his main discovery is that wages are
the independent variable of the system.? [ believe, however, that
the essential contribution of his theory lies in its assertion of the
preeminence of world (interpational) values. Emmanuel places
his argument in a context in which the production activities of the
international partners are governed by the laws of the capitalist
mode of production. It is indeed clear that the categories of rate of
‘surplus value and profit, of capital, and of value of labor power
relate to this mode of production. He assumes that all products of
the capitalist mode are international commodities, that capital is
mobile while labor is not. Furthermore, he considers that the
products exchanged have irreducible use-values, i.e., that they
are specific products such as automobiles and coffee. This latter
observation is essential, and it is precisely on this point that I part
company with the author of Unequal Exchange.

Of course, one cannot compare “*productivities” between two
enterprises {or two branches) which produce irreducible use-
values. Emmanuel is quite right when he replies to his opponents
who compare productivity in a coffee plantation with that in an
automobile factory (saying, of course, that the latter is higher than
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the former, and thereby justifying the differences in the level of
wages): they completely ignore the Marxist theory of value, they
argue within the marginalist framework which is entirely
tautological—the *‘productivities’ are different . . . because the
remunerations to labor are different.”"'® Emmanuel emphasizes
that ““between different branches, the productivity of labor is
incommensurable and the argument on the difference between
national and international values is meaningless.”’!!

Within Emmanuel’s context, in which the capitalist mode £gov-
erns the specific activities of the partners, capital mobility shows
a tendency toward equalizing the profit rate throughout the world
while remuneration to labor, which is immobile, varies from one
country to another according to historical conditions. Hence the
transformation of international values (the only meaningful ones)
into international prices (again the only meaningful ones) implies
the transfer of value from some nations to others.

Since all' products are international commodities, the same
quantity of labor used up in different parts of the world and
incorporated in the products also gives rise to a single world value,
although labor power is not an international commodity since it
does not move beyond national boundaries.'? Emmanuel is quite
right in stressing this point—the labor-hour of the African proletar-
ian is equal to that of the European proletarian since the product
of the labor of either one is international goods. In reply to Palloix,
who is surprised at the comparisen of the value generated by an
hour of labor in the two places, Emmanuel says, ‘*How does one
compare an hour of African labor with that of a Detroit worker?
Well, in the same way that one labor-hour of a Detroit worker is
compared with the labor-hour of a New York barber,"*13

It is obvious that if the labor-hour in ali countries creates the
same value while the labor power in one of the countries has a
lower value (that is, the real wage is lower), the rate of surplus
value is necessarily higher. Wage goods which represent the real
counterparts of the value of labor power are in fact also interna-
tional goods with an international value. If the labor-day is the
same in countries A and B (eight hours, for example) and the real
wage of the proletariat is ten times higher in B (real wage in B
equivalent to ten kilograms of wheat per day as against only one
kilogram in A), and if world output of wheat (where wheat produc-
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tivity is highest) is ten kilograms in four hours, the rate of surplus
value in B will be 100 percent (four hours of necessary labor and
four hours of surplus labor) while it will be 1900 percent in A
(twenty-four minutes of necessary labor and seven hours and
thirty-six minutes of surplus labor}. This reasoning does not call for
a comparison between the productivities of the two capitalist pro-
ductions in which A and B specialize; it is meaningless to do so.

On these assumptions, Emmanuel distinguishes between two
types of unequal exchange.'? In the first, the rates of surplus value
are identical (hence real wages are also the same), but different
countries specialize in branches of production having different
organic compositions. Here the transfer of value is no different
from that within a national system, and since such transfers are
inherent in the capitalist mode, Emmanuel does not waste time on
these ‘‘commonplace’ cases. In the second type. the rates of
surplus vatue are different and the transfer of value takes place not
as a result of different organic compositions but because of the
immobility of labor, which enables real wages to vary. This ts the
real case of unequal exchange.

The question of whether it is still possible to talk of unequal
eXchange when one of the partners involved is not governed by the
capitalist mode of production will be raised below, at which point 1
shall examine whether the assumption of irreducible use-values
widens or narrows the problem of international trade. At this stage,
I simply want 1o show that the assertion of the preeminence of
international values is the very essence of the theory in question.

Emmanuel’s critics have clearly noted this. Palloix asks, “‘Is
there an international value which is the basis of world prices, in
the same way as there is a national value? Emmanuel assumes that
the world is the only reality. On the contrary, it seems that the only
reality is the existence of economic blocs: United States, Europe,
Asia, Latin America. . . . And Bettelheim writes:

Within every national capitalist social formation, the law of value
ensures the extended reproduction of the material conditions of pro-
duction, the specific form of domination by the capitalist mode over
the other modes . . . a given level of wages. In the capitalist wortd
market, the law of value guarantees the extended reproduction of the
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material conditions of world production, the specific forms of
domination/subordination of the different social formations, the un-
equal rates of development. . . . The level of wages peculiar to gach
social formation cannot be determined by the world level of develop-
ment of productive forces; in fact, it is basically related to the specific

combination of productive forces/production relations peculiar to
each social formation.'s

This position nullifies the question to be solved. If we follow
Bettelheim in accepting that wages are autonomously determined
in each social formation, we can no longer have a theory of
international trade. We must then accept Ricardo's theory of
comparative advantages. i.e., make an exception to the labor
theory of value. [t becomes impossible to speak of the effects
of the law of value at the world level. This is no longer meaningful
and we can no longer speak of international commodities. In the
iast analysis, alphabetical position means regarding the world
system as a juxtaposition of national systems. Each of the latter
betng autonomous, it is clear that their trade relations cannot be
analyzed in objective terms but must be seen in terms of subjective
theory, which can here be applied as opposed to the national
context which is governed by objective value.'¢

This position was certainly not one adopted by either Marx or
Lenin. In fact. Marx considered that the import of American
wheat in England in the nineteenth century lowered the value of
labor power in that country. Hence, he already regarded **subsis-
tence foods” (corn) as international goods. Precisely for this
reason, Marx considered that the development level of world
productive forces, which made it possible to obtain wheat more
cheaply in the New World, determined the wage and the rate of
surplus value in England. Similarly, Lenin upheld the preemi-
"nence of the world system: this is reflected in his praise for
Bukharin's work, as I have already mentioned. Bukharin's
shortcoming was not that he gave preeminence to the world
system, but that he made the mistake of characterizing this sys-
tem. like the capitalist mode of production, by the triple interna-
tional mobility of goods, capital, and labor (**the tendency toward
the equalization of the wage rate’’). In other words, Bukharin
regarded the world system as an extension of the capitalist mode
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of production on a world scale: hence its tendency to uniformity.

The preeminence of world values therefore constitutes the very
essence, the core of the affirmation of the unity of the world
system, the condition for this unity. I suggest that the adjective
international, derived from **the economic theory of international
trade.” is inappropriate, and should be replaced with the word
world. Is this a distorting simplification of the actual reality? I do
not think so. Is it not true that the quantity of Congolese products
exported or imported is more than 30 percent of that produced for
the domestic market as against 20 percent in Germany and 5
percent in the United States? This is indeed a very poor account-
ant’s view of things. In such a view, it is this 30 percent which
controls everything in the Congo, day-to-day life and *‘major
politics,” ideologies and class struggle. And it is the “*problems”
related to Germany's 20 percent and the United States’ 5 percent
which put a stop to American domination and completely upsets
an international order which has marked twenty-five years of
contemporary history.

Unity has never been synonymous with homogeneity ; diversity
and inequality exist within the unity of the world, Things seem to
be clearcut at the center of the wortd capitalist system: social
formations are close to the pure capitalist mode of production. At
its periphery. the preeminence of world values is overshadowed
by the apparently heterogeneous nature of social formations—
only apparently, since here again, there is no juxtaposition of the
capitalist mode and the precapitalist modes. The crux of the
problem is to understand the meaning of fhe demination by
the capitalist mode over the other modes, the domination being
the basis of this unity. But this analysis does not derive from
“economics,”” rather from historical materialism. It is through the
alliances among classes peculiar to each formation and to the
world system that this integration within the unity of the world
takes place.

[t is too often forgotten that capital is both social and individual
(split up)."” We too often confine ourselves to looking for the
capitalist relation at the **microeconomic’’ level, that of the firm.
Although this relation almost always appears obvious in central
capitalism, the same is not true in peripheral capitalism. Here, for
example, the petty commodity production mode may appear to be
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integrated within the capitalist market, but in reality capitad
dominates the direct producer. The latter is not a petty commod-
ity producer and it is not the law of value in its simple form which
determines the price of his product. In fact, he is very like the
cottage industry proletarian as he formerly existed in Europe;
that is, exploited by capital to which, in fact, he sold his labor
power rather than his product. Here, the failure to see that it is
the sale of labor power which gears the system is a failure to
understand the unity of the weorld system, and to substitute a
juxtaposition of various modes of production loosely linked with
one another, hence, to retain a vision of “‘dualism.”

Perhaps the reason for this persistent *‘dualistic’’ vision, to
which I contrast the unity of the world system, is that this unity is
very recent. It is true that the reots of the world system go back to
the beginning of mercantilism, four centuries ago; it is true that
the system’s contribution was accelerated twofold by imperialism
as from the end of the last century. However, the process of
transformation of the relations between the capitalist mode and
the other modes of production {(which were originally **periodic™
and “*marginal’’} upon the emergence of relations of domination is
a process which is at first slow but which recently has quickened
its pace. This process has radically altered the noncapitalist
modes and has reduced them to a simple form, a *'shell”” whose
content has since become a relation of the sale of labor power. It
is possible that in the 1930s the producers at the periphery were
still largely small commeodity producers, but I am convinced that
this is no longer the case and that today they are mostly pro-
letarianized and sellers (although indirectly) of their labor power.
A thousand social facts prove it every day. Important errors of
political strategy arise from this inconsistency between the pres-
ent reality and a view still based on the reality of yesterday.'®

3. The wage is not an “independent variabie”

The very notion of an **independent variable” seems meaning-
less: the search for one reveals a mechanistic, linear methodology
according to which the whole is merely the sum of its parts. From
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this point of view, that of the conventional economist, the
econemic system seems to be made up of parts (the **variables’”)
related by interdependent links (the “‘economic functions™ of
production and consumption). To get out of this vicious circle, it
is necessary to declare arbitrarily that one of these variables is

*independent,”” or ‘‘primary.’’1?

Walras’ system of general equilibrium typifies the model repre-
senting this concept, in which the whole is equal to the sum of its
parts. | have shown that traditional economics found only one
way out of the absurd situation in which it had placed itself: the
guantity theory of money. I have also shown that the so-called
rationality of the economic calculus was based on the same linear
and mechanistic philosophy: in order to discover that the deci-
sions of the elementary units of production and consumption (the
parts) come together to form a consistent and *‘optimal™ whole, it
must be assomed that the demands are given (hence ‘‘indepen-
dent variables’). These demands therefore determine the set of
relative prices on which producers and consumers base their
behavior. Hence it is not surprising that the decisions based on
“profitability” give rise not to “‘optimality’” but to the more
prosaic reproduction of the system: a distribution of income
which ensures the demands in question.

This whole methodology is entirely foreign to Marxism. accord-
ing to which the whole comes before its parts, these being mean-
ingful only in relation to the whole, The social system (the pro-
duction mode, the social classes it gives rise to) is prior to its
component parts (prices. incomes, demands, ¢tc.). The operation
of the system must be analyzed in terms of the global mode of
repraduction of the system, and of its negation. This is why the
real situation cannot be understood merely by studying the
phenomena (the interconnected parts of the whole); we must go
further, to the very essence (in fact, the whole).

We can now see that Emmanuel speaks of an *‘independent
variable”” simply because he remains at the level of the
phenomena. He himself openly declares it and, like Sraffa,
chooses to remain within the framework of the system of produc-
tion prices whereby '‘the only quantity we can cling to is the
wage, which is the first deduction to be made from the social

e e
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product, profit being only a residue. If this quantity is missing, if
wage is not given, if it is not an independent variable, then the
problem of value on an objectivist basis becomes insoluble and it
is not possible to determine any abstract equilibrivm price (of
production).?®

Emmanuel believes he can justify this description of the wage
by asserting that production prices are not obtained on the basis
of the phenomena but from some source other than value, the
problem of “*transformation”’ being, according to him, insoluble.
I shall retire to this related gquestion of *‘transformation.”

Sraffa obviously does not have these difficulties.?' From the
start, he adopts the system of interdependence of the parts—
wage, profit rate, and relative prices—within his system. Sraffa’s
formulation is nonetheless important since it puts an end to the
“scientific”” claims of marginalism by showing its tautological
nature. '

Oscar Braun and Jagdish Saigal have applied Sraffa’s analysis
to the international field,?? making a decisive contribution to the
understanding of the mechanism of unequal exchange and inter-
national transfers (I do not mean *‘of value,”” as we shall see).
Their models have the same assumptions as Emmanuel’s, name-
ly, the capitalist mode of production among the partners (without
which the concepts of wage and profit are meaningless), the
international nature of goods, the mobility of capital (equalization
of the profit rate), and the immobility of labor {wage differences).

Oscar Braun’s model has the great advantage of having been
the first systematic analysis of the interdependent relation be-
tween wage differentials and international price ratios. It contains
no more assumptions than that of Emmanuel: partners’ speciali-
zation in specific products (whose use-values are irreducible) for
whose production the technologies are already given. However,
Braun reverses the order of causality: unlike Emmanuel who says
that wage differentials determine the structure of international
prices, he asserts that it is prices which constitute the *‘prime
variable.”” Braun’s arguments are cogent. The “*discriminatory
practices’ based on the center’s monopoly in matters of capital
equipment and technology, the nonsubstitutability between the
imports and exports of the periphery, the perverse nature of the
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export offer curve of the periphery, i.e., the constraint to produce
more when prices fall since the equilibrium of the balance of
payments must be maintained at a level where imports cannot be
reduced—all these are obvious facts. However, these hard facts
again relate to the question of the phenomena, in this case, the
economic policies of the countries. This analysis leads Braun to
believe that he can answer the question he raised: Which is the
prime variable, wages or international prices? But is the question
itself not superficial? The method itself, based on interdepen-
dence, leaves no choice but to deal with the isolated phenomena
and thereby bears the risk of asking faise questions. To ask the
true question, which is not the present one, we must go back to
the essence.

As for Saigal’s model, it has the obvious advantage of examin-
ing various assumptions concerning production functions
(technologies, hence comparative productivities, in the same sec-
tors, obviously). Starting with the model based on values and
turning it into a model based on prices {with the assumption of
equal profit rate in all branches), Saigal illustrates our definition of
unequal exchange, as we shall see later.

Therefore Emmanuel simply evades the question of the theoret-
ical status of the value of labor power. As Palloix put it in his
critique, this means that ** wage is left out of economic analysis.”
This is the meaning which Emmanuel ptaces on Marx’s consider-
ations regarding the “‘historical and moral element’ which enters
into the determination of the value of labor power. In formal
logic, in a system of generalized interdependence along the lines
taken by Sraffa, real wage can be “anything’’ (of course, less than
the net product, a necessary condition for profit rate to be posi-
tive), the other variables adjusting themselves accordingly.

I question this arbitrary nature of the wage and here agree with
Bettelheim, who pointed out in his preface to Emmanuel’s book
that “*the wage is not an independent variable but is the value of
labor power.”” Wage (the value of labor power) and the develop-
ment level of the productive forces are closely related to one
another. 1 shall therefore present an alternative formuiation of
this relation, at the level of the capitalist mode of production and
at that of the international capitalist system. :

T e B - -
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4, The theoretical status of the value of labor power within the
capitalist mode of production

The problem of international trade cannot be properly studied
on the basis of the direct relations, i.e.. those of exchange. We
must instead go back to the very essence. i.e., the production
process, the sale of labor power, This takes place in different
ways in the central and in the peripheral formations, precisely
because of the complex nature of the latter (the domination of the
capitalist mode over other modes).

However, the discussion concerning unequal exchange has
shown how far the formation of the value of labor power in the
“pure’ capitalist mode has been misunderstood. In Marx, this
formation is analyzed, like the rest, in terms of a dialectic be-
tween the objective forces (the laws of accumulation) and the
subjective forces (class struggle}. This dialectic has been gradu-
ally replaced among some authors, by a “*simple’” unilateral view,
revealing the extent to which the mechanistic bourgeois
philosophy is rooted in people’s minds. Some—like Emman-
uel-—consider only the subjective forces and, in this context,
the wage becomes ‘‘anything,” an ‘‘independent variable.”
His critics have equally unilaterally affirmed the preeminence of
the objective factor. This simplification has necessarily led them
into erroneous formulations of the objective aspect of the dialec-
tical refation; the **wage-productivity’” relation. badly formulated
in this way, takes us right back to mechanistic economism.

Returning to this fundamental question, we must first under-
stand the mechanism of this objective aspect. We shall see that
this first presentation, still unilateral although it may appear to be
precise, has serious limitations, which can only be overcome by
reestablishing the dialectic between the objective and subjective
forces. Moreover, the reestablishment of this dialectic disengages
us from “‘economic theory.” taking us to the level of reality, that
is, historical materialism.

Is this method of exposition a ‘*dangerous” one? Yes, it is for
those who are not receptive to the dialectic and always substitute
linear causality for it. However, this method of exposition is that
of Marx himself: in volume | of Capital, he deals with the **sub-
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jective'* aspect (the moral and historical element}); in volume 2, he
uses a model of accumulation which highlights the “objective”
aspect. Marx’s critics, unreceptive to the dialectic, have always
found a ““contradiction” in it. And since to them contradiction is
the opposite of reason, they reject Marx. To me, the contradic-
tion lies within the reality, in everyday life. This is precisely why
it cannot be overcome within the narrow framework of
*‘economic theory,’” which is linear and mechanistic, but only by
integrating theory into historical materialism. This integration,
which Marx makes as a matter of course, has never been
achieved by non-Marxist social sciences which therefore remain
forever saddled with the problems of “‘pluridisciplinarity.” In
order to bring out the characteristics of the “‘gbjective” aspect,
therefore, we shall use a linear method, that of the ““model,’” the
limitations of which we shall see quite clearly.

I have asserted elsewhere that the wage level depends on,
among other things, objective forces—the development level of
productive forces. The reproduction models in volume 2 of Capi-
tal describe the nature of this objective relation within the
framework of the capitalist mode of production—defined by its
rate of surplus value and the division of its productive forces
between two Departments-—I (capital goods production) and 11
(consumer goods production). (That the nature of the models has
not been sufficiently understood is proved by the later debates on
“markets”—Rosa Luxemburg, Tugan Baranowsky?*—or on
some aspects of the falling rate of profit, a related question which
will be examined further on.) I will also retain the value terms
which characterize these models rather than expressing the con-
ditions of dynamic equilibrium directly in production prices. The
models based on prices add nothing essential to what is already
contained in the models worked out in value terms; on the other
hand, they hide some essential aspects of the nature of the sys-
tem.

The relation can be expressed in terms of physical quantities:

Department | le + 4h — 3e
Department 11 le + 4h — 6¢

Constant capital inputs are given directly in capital goods units
e, direct labor inputs in hours A ; outputs are given in capital goods
units ¢ for Department I and in consumption units ¢ for Depart-

L
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ment I1. In this example, it will be noted that the organic composi-
tion is the same in both Departments.

It is assumed that the product of labor is shared between the
proletrarian and the capitalist in identical proportions in the two
Departments (identical rates of surplus value). It is also assumed
that wages constitute the sole source of demand for consumer
goods ¢, i.e., that the purchasing power incorperated in the re-
muneration of Jabor enables the entire output of Department II to
be absorbed during each successive phase described. On the
other hand, the surplus value is “‘saved” in toto, in order to
finance gross investment (replacement and additions). i.e., the
purchasing power incorporated in the surplus value generated
during one phase enables the installation of the capital goods
necessary to maintain the dynamic equilibrium of the next phase.

As to dynamic equilibrium, we define the progress achieved
between one phase and the next by the rate of increase of labor
productivity (the output divided by the input of direct labor). For
example. if productivity in each Department doubles between one
phase and the next, the technology for phase 2 will be given as
follows:

Department 1 2e + 4h — 6e
Department 11 2e + 4h — 12¢

The same quantity of direct labor utilizes twice the quantity of
capital goods, raw materials, etc., to produce a doubled output.
The physical organic compositions are doubled.

How, under these conditions, can equilibrium be maintained
from one phase to the next? Let us assume that the quantity of
labor available in the society (120h) and available stock of capital
goods (30e) are given from the outset. Their distribution between
the two Departments, the rate of surplus value and the rate of
growth (the surplus production in 1 over replacement needs) are
simultaneously interdépendent. For example, we have:

Capital Necessary  Surplus
Phase 1 equipment labor labor Output
Department 1 20e + 40h + 40h — 6le
Department 11 10e + 20h + 20h —  60c

Total 30e 120h
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Here, the output of 1 during phase I is twice what is necessary
to replace the capital equipment and makes it possible to obtain
during phase 2 an output which is itself doubled. We verify that
the proportions 2/3-1/3 which represent the distribution of the
productive forces between I and II and a surplus value rate of 100
percent, i.e., unchanged (hence double real wages), are the condi-
tions of dynamic equilibrium, where phase 2 is expressed in the
following way:

Capital Necessary Surplus
Phase 2 equipment labor labor Output

Department 1 40 e + 40h +  40h — 120e
Department 11 20e + 20h + 0h — 120¢

60 e 120 h

Note that the purchasing power incorporated in the wages
corresponding to 120 hours of labor (of which 60h is necessary
labor) should make it possible to purchase 60c during phase 1 and
120¢ during phase 2, i.e., that real wage should double in the same
way as labor productivity. Capital equipment output being dou-
bled between one phase and the next finds an outlet in the follow-
ing phase. We note that the rate of increase of available capital
equipment governs the total quantity of labor used and not the
reverse. This is a very important point; the accumulation of
capital governs employment and not the reverse {as claimed by
bourgeois economics in general and marginalism in particular).
Here, by the very choice of assumptions, the volume of employ-
ment remains unchanged from one period to another. Under the
assumption of an increase in the working population, for instance,
a natural increase, the rate of accumuiation does not make full
employment possible.

This very simple model illustrates the nature of the objective
relation between the value of labor power and the development
level of the productive forces in the capitalist mode of production.
Nothing is gained by using a common demoninator (values and
wages) so as to be able to add up the inputs, by substituting prices
for values in the computation (equalization of the profit rate




The End of a Debate 199

which is, here in any case, equal to the rate of surplus value, the
organic compositions being the same in both Departments), or by
introducing more complicated assumptions: different organic
compositions and/or different increases in productivity in the two
Departments.

The conditions of equilibrium, for example can obviously be
expressed in homogeneous terms. Assuming the price of unit ¢ to
be IF, that of ¢, 2F, and the wage rate per hour 0.50F, the surplus
value (here equal to the profit) being obtained as the difference,
we have the situation shown in phase 1, page 200. For the follow-
ing phase, if the money wage rate remains the same, the prices of
the products are reduced by half, productivity having doubled (see
phase 2, page 200). Note that there is no difficulty of absorption.
For the absorption of consumer goods, the wages paid in each
phase (60F) make it possible to purchase the entire output of
Department II in the same phase: in the first phase, 60¢ at 1F per
unit; in the second phase, 120c at 0.50F per unit.

To capitalize the surplus value, there must necessarily be a
system of credit between one phase and the next. The surplus
value generated during phase 1 can only be capitalized in the
following phase, If the credit system allows the capitalists an
advance of 60F, i.e., the amount of the surplus value generated
during phase 1, this advance would enable them to purchase the
60e at the beginning of phase 2, at the equilibrium prices ruling
during that phase, At that price they would obtain during phase 2
a surplus value of 60F which they would have to put in for a new
advance of 60F which would enable them to purchase 120e at the
equilibrium price prevailing in phase 3 (0.50F per unit), and so on.
{This takes us back to my previous argument concerning the role
of credit in the “"question of markets,” in reply to Rosa Luxem-
burg’s arguments.24) It is obvious that one can also argue in terms
of constant prices of the products while money wages increase at
the same rate as productivity.

Saigal uses this model but converts it in terms of production
prices (equal profit rates between one Department and the other
and proportional to capital eguipment). If the organic compo-
sitions are different between one Department and the other,
equilibrium will require a different distribution of the productive
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Capital Surplus
Phase 1 equipment Wages value Output
Department I 20e x 2 = 40F 80h x 0.5 = 40F 40F 60e x 2 = 120F
Department 11 10e x 2 = 20F 40h x 0.5 = 20F 20F 60c x | = 60F
Total 60F 60F 60F 180F
Phase 2
Department 40e x 1 = 40F 80h x 0.5 = 40F. 40F 120e x 1 = 12F
Department I1 20e x 1 = 20F 40h x 0.5 = 20F 20F 120c x 0.5 = 60F
Total 60F 60F 60F 180F
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forces between I and I1, since the profit rate will be different from
that of surplus value. This presents the same difficulties arising
from ‘‘transformation,”’ but the logic of the relation remains
expressed at the level of the immediate phenomena.

Before approaching the third series of problems, those concern-
ing the effects of more complex assumptions with regard to or-
ganic compositions and productivities, we must examine the pos-
sibility of finding a solution to the problem of dynamic equilibriom
in the most simple case, when real wages do not increase at the
same rate as productivities, for example, when real wage per hour
remains stagnant. There are only two sets of mathematical solu-
tions to the problem: an absurd one corresponding to Tugan
Baranowsky’s “‘roundabout’” approach. and a realistic one, in-
troducing the consumption of the surplus value.

Joining in the debates concerning markets and the trade cycle,
as early as the beginning of the century. Tugan Baranowsky
considered a succession of phases in dynamic equilibrium in spite
of stagnation in real hourly wages in The Industrial Crises in
England, published in Germany in [901. The additional equip-
ment produced in the course of each phase, and in increasing
quantity as a result of increased productivity, is allocated to
Department | in the following phase in order to produce other
equipment, capital, and so on indefinitely, while Department 11
only expands insofar as the use of the additional equipment re-
quires a quantitative increase in labor, since the hourly wage rate
remains unchanged. In the next example, where productivity
doubles from one phase to the next in each of the two Depart-
ments, we have:

Capital Necessary  Surplus

Phase 2 equipment  labor labor Outpwt
Department 1 50 + 100K (25h, 75hy — 150e

Department 11 {0¢ + 20h ( 5h, I15hy — 60c

Total 60e i20h {30h, 90h)

Phase 3

Department 1 137.5¢ + 137.5h (17.5h. 120h) — 412.5¢
Department 11 12.5¢ + _12.5h ( 1.5h, 1lh) — 75.0c

Total 150.0e 150.0h  (19.0h, 131h)
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The utilization of 60¢ produced in the course of phase 1 re-
quires 120h of direct labor during phase 2. The labor, with its real
wage rate unchanged, is able to purchase 60¢, which require only
10e and 20h of direct labor. The remaining equipment (50¢) will
enable 150e to be produced. This equipment will require in phase
3 an extra labor of 150h, which combine to produce an output in
Department 1] of 75¢ (which only requires 12.5¢ and 12.5h).
Equilibrium is achieved from one phase to the next in spite of the
stagnation in the real hourly wage combined with the growth in
productivity (with a doubling in each Department from one phase
to the next—beoth in labor productivity and in the physical organic
composition). Equilibrivm is obtained through a distortion in the
distribution of the productive forces in favor of Department I and
the increase in the rate of surplus value, as follows:

Phase | Phase 2 Phase 3

Organic composition 30e/120h 60e/120h 150e/150h

{Index) 100 200 300
Productivity in
Department | 60c/80h 150e/100h  412.5¢/137.5h
{Index) 100 200 300
Productivity in
Department 11 60c/40h 60c/20h 75¢/12.5h

{Index) 100 200 400
Distribution

T+ 11 2/3 56 0.91
Rate of surplus
value (percent) 100 300 690

This “‘roundabout”™ solution is absurd since the balance be-
tween consumption and capital equipment must be obtained from
one phase to the next and cannot be indefinitely postponed. If
each phase corresponds to the life of the capital equipment, this
period coincides exactly with the **planning’” period for invest-
ment decisions. Capital goods will be produced in the course of
one phase only if in the following phase the output of consumer
goods which they bring about finds an outlet. Thus, in fact, if
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hourly wages are stagnant, there will be an overproduction crisis
as from phase 2, with the equipment produced in phase 1 remain-
ing unused, while that proportion of it which does get used will
only give rise to a reduced demand for labor, This is the Keynes-
ian problem and the source of the great depression: the system
has broken down (available equipment and unemployment} and
can only be started up again by a rise in wages.

The absurd part of it can be avoided if the surplus value is
consumed. In our very simple scheme, the surplus value is
*saved’’ in toto; but if we assume that a constant proportion of it
is consumed, there will be no change in the nature of the equilib-
ria. Hence, if real hourly wages remain stagnant or increase at a
lower rate than productivity, an increasing proportion of the
surplus value must be consumed in order to maintain a dynamic
equilibrium. There are three theoretical possibilities to satisfy this
requirement, which we shall examine further on in relation to the
question of the dialectic between objective and subjective forces
in determining the value of labor power.

We can now remove the provisos concerning organic composi-
tions and productivities. The assumption of different organic
compositions in the two Departments does not alter the results,
Assume, for example, for phase |:

Capital Necessary Surplus

Phase | equipment tabor labor Qutput
Department 1 20e 50h 30h 60e
Department 11 10e 50h 30h 100c
Total 30e : 160h

Equilibrium is achieved with an hourly wage of 5/8F, e = 2F
and ¢ = 1F. The rate of surplus value is 60 percent. If productivity
doubles in each of the two Departments, the equilibrium in phase
2 will require the same rate of surplus value, hence a real wage
which is doubled (w = 5/8F, ¢ = 1F, ¢ = 0.50F).

Phase 2

Department [ 40e 50h 30h 120¢
Department 11 20e 50h 30h 200c
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Note that the organic compositions in value terms remain un-
changed although they still differ from one Department to another
(50740 for Department I in each of the two phases and 50/20 for
Department II), Thus my criticism of Tugan Baranowsky's
“‘roundabout’’ solution is also valid here.

We must now examine the assumption of a different growth of
productivity between one Department and the other. Let us as-
sume that technology enables productivity in Department II to
doubie from one phase to the next while that of Department I only
increases by 1.5:

Department [ Phase | le +4h = 3¢
Phase 2 le + 3h = 35e

Department I Phase ! le +dh = 6¢
Phase 2 le +2h = 6¢

It will be seen that dynamic equilibrium is achieved when, for
exampie:

Phase 1
Department 1 40e  + 160h (40h, 120h) = 200e
Department 1] (0e + 40h {(10h, 30h) = 60c¢
Total 50e 200h (50h, 150h)
.~ Phase 2
Department | [60e + 480h (94h. 386h) = 800e
Department 11 40e + 80h (16h, 64h) = 240c
Total 200e 560h  (110h, 450h)

where the unit price of equipment is e, = 1 and e, = 3/4, that of
consumer goods is ¢; = 5/6 and ¢, = 11/24, and hourly money
wage is w, = /4 and w, = 11/56.

Generally speaking, as soon as an improvement takes place in
Department I or II or both. the real hourly wage must increase in
a proportion which is a combination of the productivity growth
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rates in Departments I and II. As regards the surplus value rate
and organic compositions, they vary according to whether this
productivity growth is faster in one Department than in the other.
A detailed proof of these conclusions is presented in the appen-
dix.

5. The dialectic between objective and subjective forces in de-
termining the wage in the capitalist mode of production

The scheme developed above illustrates the fact that dynamic
equilibrium in the pure capitalist mode of production brings into
an objectively necessary relation. on the one hand, the value of
labor power (rate of surplus value and real hourly wage), and on
the other, the organic compositions in each Department and the
improvements in productivity between one phase and the next.
The obvious condition which the system requires for this relation
to manifest itself is the total mobility of capital and labor from one
industry to another and hence from one region to another, that is,
the completion of the proletarianization process which is implicit
in the assumption of the *‘pure’” capitalist mode.?*

Having forgotten this necessary objective relation, Emmanuel
committed the error of separating the wage from the level of
development of the productive forces and of turning it into an
*‘independent variable.”” In order to determine the level of this
“‘vartable,” forces other than those which govern accumulation
must be brought into operation: for example, some sort of law of
population such as Ricardo, Malthus, or Lassalle devised and
which was severely criticized by Marx. Or else, it can be decided
that this level is “‘conventional,”” i.e.. that it results from the
autonomous social and political equilibrium, the ruling social
forces, there being no objective limits to it (other than the output
ceiling, this is obvious): this is the interpretation given by Joan
Robinson to one stage of her evolution?® and by Emmanuel to the
content of Marx’s expression concerning the ‘“‘historical and
moral element’” which intervenes in the value of labor power.

One reverts to economism by going so far as to assert that the
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*‘objective level of equilibrium™ is spontaneously obtained by the
interplay of the economic laws of supply and demand. These
mechanistic modes of expression characteristic of conventional
economics are entirely foreign to Marxism. For the level of wages
is determined through the class struggle (the subjective element)
which takes place within a context governed by the conditions of
accumulation (the objective element). The spontaneous tendency
of the system is in fact to lower the level of wages, to maximize
the rate of surplus value which is the condition for maximizing the
profit rate. I pointed out in Uneqiial Development that the dialectic
between subjective and objective forces was, for one century,
reflected in the cyclical movement while, since the Second World
War, conditions have emerged at the center for this movement to
be controlled through a ‘‘social contract™ of a soctal-democratic
nature.?

The economistic error leads to the ideology of universal har-
monies, to idealization of histerical solutions which capitalism
has in the past found and still finds for its fundamental contradic-
tion; it also leads to these solutions being regarded as the only
possible ones. In fact, we have seen that if the real wage does not
rise with increased production, the system can find a solution in
the consumption of surplus value.

The first **solution”—the individual consumption of an increas-
ing proportion of the surplus value by the capitalist—is not *'nor-
mal’" since competition between capitalists requires “‘savings™
and the ideology of the system, which reflects the basic features
of the capitalist mode, is opposed to it. However, we shall see
that in the peripheral capitalist mode, this solution to the problem
of markets is a real fact. In England throughout the first sixty-five
years of the last century and in Japan up through the Second
World War, internal disequilibrium was counteracted by expan-
sion abroad. In the present-day periphery, with expansion forbid-
den or very restricted, absorption takes place by means of a
prodigious growth of consumption by the capitalists, This is made
possible, for reasons which we shall examine, by the specific
nature of the peripheral mode in contrast with the central
mode—the dual aspect of modern technologies (with high produc-
tivities} and low wages, conditioned by the maintenance of pre-
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capitalist dominated modes (and the class alliances which it pre-
supposes), and technological dependency which frees the local
bourgeoisie from the exigencies of competition. Once more, I
stress that these are the conditions which enable us to understand
the specific nature of the peripheral mode of reproduction as
such—reproduction of conditions of low wages and of depen-
dency on central capital.

- The second “‘solution’” is one discovered by the central system
itself in order to overcome its contraditions. We have repeated
that there were no *'insurmountable’’ contradictions—the theory
of catastrophic collapse, of *‘general crisis'’, etc.—but only differ-
ent alternatives to overcome them: those of capitalism which
maintain the essential features of the system and those of
socialism which superséde them right from the start. Monopolis-
tic competition, the inclusion of *‘selling costs”’ in the price of the
product, and the subsequent development of tertiary parasitism
which were well described long ago by Chamberlin and Joan
Robinson constitute, as Baran and Sweezy have said, the *‘spon-
tancous’” solution of the system.?? Falling within the same group
of solutions, there are those which derive from the distortion of
relative prices and the widespread dispersal of capital. Difficulties
of absorption, in fact, give rise to price distortions. Capital,
concentrated at one pole, is dispersed once again to the other pole
in response to market conditions. Hence there is a continuous
re-creation of conditions which cause new activities to become
profitable, these activities perpetuatly giving rise to a ‘‘petty
capitalism.” This is not a vestige of the past but the result of
concentration itself. Within this petty capitalism (services, high
class agriculture, etc.), individual capitalism also consumes a
large part of its own profits. :

The third **solution”” involves direct intervention by the state in
the absorption: public, civil, and military expenditure. Paul Ba-
ran’s?® great intuition was to understand that henceforth the
analysis of dynamic equlibrium could not be made within the
framework of the “pure” two-sector model but within a new
framework—with three sectors (the third sector in fact being the
state, consumer of an increasing proportion of the surplus). This
analysis, which corresponds to the reality, required the introduc-
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tion of a concept wider than that of surplus value and directly
linked with the productivity of productive labor. The concept is
that of surplus.

Does the introduction of these “*solutions,”” the third in particu-
lar, remove the objective status of labor power? The answer is
yes, for those who regard this status from an economistic point of
view. But in actual fact, these "*solutions’” remind us only of the
existence of a dialectic between subjective and objective forces;
for state intervention must be placed within the context of class
struggle which gives it its meaning.

Dialectic does not mean juxtaposition of autonomous elements.
Class struggle in all its varied manifestations outlined here, does
not “reveal” the objective necessities of equilibrium by a lucky
chance. Class struggle modifies the objective conditions. The
model, as the appendix makes clear, is necessarily unilateral, but
the reality is not. The results of class struggle alter the conditions
of the “"'model’": they act upon the allocation of resources, the
rates of growth of productivity J and P, etc, Objective conditions
and subjective forces act and react upon one another.

A final remark: the preceding analysis of dynamic equilibrium
did not contain assumptions regarding the trend of the profit rate.
We will return to this question later, in relation to the stages of the
evolution of the capitalist system and the related question of the
falling rate of profit.

6. The remuneration of labor and its status in the world system:
unequal exchange

We can now return to our starting point—the question of inter-
national values. If the world system were nothing more than a
Juxtaposition of autonomous national systems, each reduced to a
pure capitalist mode of production, cur analysis of the objective
status of the value of labor power in relation to the level of
development of national productive forces would suffice. Hence-
forth, the trade between nations will not be governed by the law
of value. Ricarde’s analysis—made in subjective terms—would
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then be the only possible rationalization of international trade. 1
have noted in Unequal Development that the subjective theory of
value can be applied in trade relations between autonomous pre-
capitalist formations {the question of distant trade and its
monopoly profits);*® the same will apply to the contemporary
world system.

This does not make sense precisely because this system is not a
Juxtaposition of autonomous national capitalist modes of produc-
tion. The question of the status of the reward to labor in the
system (both at the center and the periphery) must therefore be
examined.

Let us return to Emmanuel. 1 share his view that goods being
international, the problem of the value of labor power must be
examined at the world level. But T do not agree with him that the
productions exchanged on the world market are specific, that
they have irreducible use-values. Furthermore, I do not share his
opinion that the study of iniernational trade can be contained
within the framework of relations between national capitalist
modes of production. Let us look at these two problems further.

Are the products exported by the periphery *'specific”? The
facts indicate that they are not. Most of the Third World exports
are raw materials produced both at the center and at the
periphery: crude oil is produced by the United States and the
Arab countries, cotton in the United States and India, iron ore in
Europe and Africa. Many of these raw materials are close substi-
tutes for one another: tropical oilseeds and those from the tem-
perate zZones, natural fibers and rubber and their synthetic substi-
tutes, tropical fruits and those of Europe. The truly *'specific’’
products supplied by the periphery are few in number and repre-
sent only a small proportion of the trade of the Third World. 1
must also add that tea, coffee, and cocoa have substitutes. though
these may not be as close as for the other products mentioned
above. Broadiy speaking, traditional economics has exaggerated
the role of use-value. This is understandable—to base the
economy on ‘‘consumer choice,” an irreducible nature must be
attributed to the use-values of the products which, in fact, are
close substitutes. Yet we know how the capitalist producers
manipulate demand and, depending on the strategies which they
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want to use, impose one or another substitute. In the last resort,
consumption is geared to production and not the reverse.

The point relating to “*specificity’” is important. Emmanuel and
I have long argued with each other about trade, but we have
remained on different wavelengths precisely because my assump-
tion about the *‘specificity” of products has always been
spontaneously—but too implicitly—the opposite of Emmanuel’s,
As far as 1 am concerned, the *‘specificity” of products was
always a myth, the result of commodity alienation. Since I con-
sider that the center and the periphery produce the same use-
values, a comparison of the level of productive forces (" produc-
tivities'') becomes necessary within the branches which produce
the same use-values. To Emmanuel, this question did not arise;
the result was that he could completely separate exchange from
the production process.

I consider Emmanuel’s view on this to be a mistake, and a
serious one; it reveals a stance fundamentally opposed to Marx,
an unawareness of the decisive importance of the first chapters of
Capiral in which the criticism of economics is based on a debunk-
ing of commodity alienation (commodity fetishism). This explains
why, later, Emmanuel reverted to marginalism, as many others
before him, on the question of “*transformation,’” examined later.
Because § believe that there is here an essential element which is
not clearly understood by many ““Marxists,”” I will try to clarify
the misunderstanding.

Marx believed that production and consumption are also re-
lated dialectically: consumption negates production but they are
both closely linked with one another at a higher level of unity. As
is the case elsewhere, this unity is not symmetrical; in the last
resort, production governs consumption. The method of mar-
ginalism rests on the reverse proposition: at the root, there are a
variety of "*human needs” which are potentially limitless; these
needs can be satisfied through the consumption of ‘‘things,”
which *‘things™ will be produced.

Social science could therefore be reduced to economic science
and economics based on “‘psychology’’—the relation of humans
(natural, not social beings) to *‘things™ which enable their needs
to be satisfied. That people, having become “*consumers,’’ should

e aen e
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believe this to be so does not come as a surprise to someone who
has really understood that capitalism is, in its highest stage, the
rule of the commodity; that commeodity alienation is the condition
of its reproduction; that the things in question are not produced
for any intrinsic use-value they may have, but for their
exchange-value; that their use-value is not intrinsic, but a social
product created by the production mode. There is no *'specific”
need which must be satisfied, such as a need for plastic flowers
which is different from a need for paper flowers. Plastic and paper
flowers are produced because it is profitable to do so: this is
possible because there are people who have only their labor
power to sell and who must do so to survive; and the need for
these flowers follows—it is created simultaneously with the mak-
ing of the flowers. . '

T will therefore try to define the nature of unequal exchange in
the context of the nonspecificity of goods. Although the
techniques used to produce most of the exports from the Third
World are the same as those used at the center, in the same
branches, real wages are very much lower at the periphery.
Furthermore, the framework in which these productions are or-
ganized is that of the capitalist mode. Under these conditions, my
analysis of the transfer of value is superiot to that of Emmanuel; it
is the only analysis that permits a comrect definition of unequal
exchange: the exchange of products whose production involves
wage differentials greater than those of productivity.

The observation made by Marx “‘in passing,” ¢oncerning the
exchanges between two countries which produce and export the
same product under different conditions of productivity, was too
hastily discarded by Emmanuel, who noted only that ‘*this special
case in no way affects my theory of unequal exchange which
concerns the exchange relations between two countries where
each specializes in different branches.”™?*' But Marx’s observa-
tion, even though in the form of a marginal note, proves to be a
profound one and corresponds to the real problem we have to
study.

It is true that the productivity of labor depends not only on the
technolegies used but also on the normal framework within which
labor, supplied with suitable capital equipment, operates in a
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given social system, These natural resources have no intrinsic
productivity, but they have an effect on that of labor. The social
and economic conditions of capital’s access to these resources
vary, however, and a whole series of cases of ‘unequal exchanges™
are characterized by factors other than unequal reward to
labor.3? )

Obviously, if we regard use-values as entirely irreducible, the
“*natural’’ element can be determining. Emmanuel bases himself
on this remark when he declares that the developing countries
have a relative advantage in their exports much higher than the
disadvantage in their imports.3? For obviously it would cost rela-
tively more to grow c¢ocoa in England than to produce textile
goods in Ghana. But this remark is meaningless where nonspe-
cific products are concerned. However, the social and economic
conditions of access to natural resources which Emmanuel ig-
nores ar¢ here determining elements in what we have qualified as
“other forms of unequal exchange.”

The idea that the products exchanged are in no way specific is
difficult o accept. First, because this is an attack on the mar-
ginalist preconception. as I have already said. Second, because
the analysis directly raises the question: Why does the center not
abandon the production of these products? And, taking the argu-
ment further, since goods and capital are international, why is it
that capital does not emigrate in large quantities to the periphery
to produce everything at lower wages and flood the center with

exports from the periphery?34

" There are two reasons why this does not happen. The first is
historical: capital was national before becoming international,
i.e., its international mobility is only a trend, admittedly an in-
creasing one, which has occurred in conjunction with centraliza-
tion and the monopolies. Furthermore, with regard to Ricardo’s
assumption of capital immobility, Emmanuel rightly observes
that “*the optimum solution would be for the English to migrate to
Portugal with their capital to produce both cloth and wine.”’3* The
relations between the theory of unequal exchange and the histori-
cal stages of the development of the capitalist system will be
looked at further on.

The second reason, theoretical in nature, js more important.
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What we have said concerning the objective relation between real
wage and the level of development of the productive forces is as
true for the world system as it is for the pure capitalist mode of
production. If all industries were to emigrate to the Third World
where they would have the advantage of a lower wage, their
production would find no outlet in the developed world. Thus
there is no basis for the argument put forward by Minian that the
assumption of mobility of goods and capital but not of labor
makes a theoretical solution impossible. The necessity of a bal-
ance of payments equilibrium at the center and the periphery, put
forward in reply to this type of criticism, is correct: equilibrium at
this level is nothing more than a reflection of the necessity of a
more essential equilibrium between the level of the reward to
labor and that of the development of the productive forces.

We must now examine the second limitation Emmanuel im-
posed upon himself. The framework within which certain exports
from the periphery are produced is not the capitalist mode of
production. In broader terms, the products which form part of the
workers' consumption at the periphery are not necessarily de-
rived from capitalist production. This is so not only with regard to
the workers’ consumption in the capitalist export sectors of the
periphery but also as regards local industries with a domestic
market. How are these different modes of production interre-
lated? What exactly does the domination of the capitalist mode
mean? Does regard for these questions in any way alter the
analysis of unequal exchange?

When the production mode in one of the trading partners,
external or internal, is not a capitalist mode, we can no longer use
the basic concept of capitalism {capital. wage and profit, rate of
surplus value and of profit, etc.). Does the very term of unequal
(or equal) exchange then still have any meaning here?

The production modes of precapitalist origin which have trad-
ing relations with the capitalist mode obviously vary a great deal.
For simplification, we can reduce them to the simple petty com-
modity mode of production. Let us imagine, for example, the
capitalist society described above (producing 60e and 60c with
given technologies) entering into trading relations with a simple
commodity mode which produces consumer goods of a similar
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use-value but with an artisan technique, without capital equip-
ment, according to the formula:
Oe + 100h — 20c

Here, we cannot make any distinction between necessary labor
and surplus labor since we are dealing with a simple commodity
mode. Product ¢ is competitive if the reward to labor accepted
here is 0.20F/hour (against an hourly wage of 0.50F in the
capitalist mode producing the same product). There is already
“unequal exchange’” in the sense that the rewards to labor for
the same amount of working time are unequal (in the ratio of 2:5),
but this differential is here identical with that of the produc-
tivities.

If from phase | to phase 2 the improvement in productivity
reduces the price of the ¢ unit in the capitalist economy from | to
0.50F while the artisan economy makes no progress, in order to
be competitive, the latter must accept a reduction in the money
reward to labor from 0.2F to 0.1F per hour. Whereas at the center
real wages increase along with productivity, at the periphery the
real reward to labor remains stagnant since the consumer goods
which form a part of the consumption of the workers in both cases
are international goods whose price has been reduced from 1 to
0.50F per unit. I have examined this problem, i.¢., the deteriora-
tion of the factorial terms of trade, in Unequal Development:
international trade, contrary to the optimistic asertions of con-
ventional theory, does not allow the profits derived from the

unequal improvement in productivity to be shared.?®
© Obviously, if the simple commodity economy supplied a spe-
cific product, there would be no reason for it to be forced to accept
a reduction in the money reward to its labor. The supply price for
its product could remain the same. The capitalist economy would
therefore have to accept sharing the profits from improvement in
its productivity. It is nevertheless likely that the simple commod-
ity economy would accept a drop in the price of its product, for
which in any case cheaper substitutes would be developed at the
center. This would particularly be the case so long as the real
reward 10 artisan labor—through substituting cheaper imports for
local consumption goods—was not affected.

This argument in no way prejudges the equal or unequal nattire
of the exchange. It only enables us to establish the conditions
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under which the partners benefit or do not benefit from the un-
equal improvement in productivity. However, by analogy with
the situation studied above where both the partners are organized
within the framework of capitalist production, I have extended
the concept of unequal exchange to situations where—whatever
may be the production mode of the partners—the differential in
the reward to labor is greater than that of productivities. This
extension seems fully justified in view of the very close integra-
tion of all contemporary trade activities within the international
capitalist system. In many cases, the extent of this inequality of
exchange can be quite easily measured. It is true that in some
cases where the products are not close substitutes, it is more
difficult to do so0.*” However, the concept holds because capital is
not only individual (fragmented), it is also social {giobal).

The successive stages of exchange model illustrates the fact that
the conditions of exchange between the capitalist mode and the
simple commodity mode can have an effect on the conditions of
reproduction in the former, i.e., alter the rate of surplus value; the
real dynamic-equilibrium wage with exchanges would then be
different from what it would be without exchanges. There is no
alteration in the conditions of accumulation in the capitalist mode
if the products offered by the simple commodity mode enter into
competition with those it itself produces: the capitalist mode
“protects” its own autonomous dynamics by imposing its prices.
The economic measures adopted which develop this competition
are either the parallel organization, at the center and the
periphery, of the production of identical products or close substi-
tutes, with unequal productivities, or the emigration of capital
toward the periphery in order to produce there, at a higher pro-
ductivity, even marginally, products which the dominated domes-
tic economy also supplies. The contrast between industrial crop
plantations (Unilever, United Brands, etc.) and the dominated
handicraft production comes under this strategy. In broad terms.
this explains the organization of capitalist production competing
against the dominated and maintained handicraft production. Of
course, the “"economic’” means are not separated from the **polit-
ical” means used at the same time in order to force the pre-
capitalist modes to become integrated within the capitalist trade
system. No model of this type can replace the concrete analysis
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of formations in transition from precapitalism to peripheral
capitalism and the specific class alliances of this transition.?®

If, however, capital does not succeed in developing this compe-
tition, the precapitalist society ‘‘resists’’ and the conditions of
reproduction of the capitalist society become altered insofar asitis
compelled to obtain, through trade, essential specific products
supplied by the other.

Can one be clearer on this essential point concerning the dialec-
tic between objective and subjective forces at the periphery and
within the entire system? "*Economists’” always want what they
term “‘rigorous proofs,” those which can be formulated in mod-
els. This is not the case here. As the appendix iltustrates, the
“‘objective status™ of labor power in the pure capitalist mode can
be illustrated (not proved) in a simple model, which still has the
shortcoming of any model—that of being unilateral.

The argument remains strong in spite of appearances when it is
not possible to have recourse to such mechanistic illustrations.
This is the case in this instance where we are deep in historical
materialism and therefore outside the sphere of ‘"economics.”
Having stressed that the unity of the world is revealed in the fact
that the producers integrated within the complex formations
dominated by the capitalist mode sell their labor power and not its
products, I refer the reader to seek proof in my analysis of the
creation of peripheral formations in Unequal Development.?®
There 1 have presented an analysis in terms of historical
materialism, embracing history, *‘national phenomena,” sociol-
“ogy and social classes, political struggles and ideologies,
economic evolution, and the representation of all these in the
alienated consciousness of people, their **scientific theories”™ and
their value systems. A great deal remains to be done, but in this
direction rather than in the field of unilateral models which leads
nowhere.

7. From unequal exchange to unequal development

In lifting the two restrictions which Emmanuel imposed on
himself, that is, in considering that the products exchanged (1) are
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not “‘specific”” and (2) that they can be produced within the
framework of noncapitalist modes of production, | consider that
theory has made some considerable progress. First, it contains a
correct definition of unequal exchange. Unequal exchange in the
world capitalist system exists when the differential between re-
wards to labor is greater than that between productivities. On the
one hand, this definition relates to a phenomenon which is pecu-
liar to the world capitalist system; it is not able to give an account
of phenomena which are peculiar to other systems, for example to
precapitalist distant trade. On the other hand, capitalist unequal
exchange does not necessarily imply that the two production
modes integrated by trade within the world capitalist system are
themselves capitalist. This definition is therefore more precise but
at the same time more general than that of Emmanuel.

These results are also reached independently by Saigal, who
argues directly in terms of production prices because, in his
models, he assumes equal rates of profit and not of surplus value.
His models show that there is unequal exchange when real wage
ditterential is greater than that of productivities. In whichever
Department the partner whose relative wages are lower
specializes, he loses because of this specialization—not only in
terms of exchange (as against the situation where he is isolated)
but also in terms of potential growth. Saigal also repeats my
criticism of Ricardo and my assertion that a nation’s long-term
interest lies in developing those sectors of production with the
best prospects for improvement in productivity, even if this
choice must be made at the expense of trade.*

The only necessary condition for unequal international trade to
appear is obviously that we must be able to compare real wages,
i.e., that wage-goods must be international goods. For if .they
were not, national systems would be isolated from one another,
only juxtaposed but not integrated. The world capitalist system
would not exist since, by definition, it implies that goods have an
international, global nature. But at the risk of repeating myself, 1
again emphasize that unequal exchange does not necessarily
imply that the partners’ production modes must necessarily be
capitalist: it is sufficient that the goods produced are intended for
the international capitalist market.

At the empirical level, the major proportion of wage-goods in
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the developing countries is imported or supplied by domestic
import-substitution industries and/or by capitalist agriculture,
The prices of these products are therefore subject to the laws of
international competition just as much as the prices of the prod-
ucts which constitute the real counterpart of wages at the center.
Even when some wage-goods at the periphery are still supplied
under precapitalist modes of production, their prices have to be
brought into line with those of international substitutes. This is a
general characteristic of underdevelopment—the transfer to the
periphery of the center’s relative price structure which becomes
the international relative price structure, whereas the distribution
of productivities is different from that whlch is characteristic at
the center.*

In correctly defining unequal exchange, the theory also defines
the limitations of a theory of exchange. In fact, the cost of the
reward to labor must be explained: the international immobility of
labor is only the condition under which it is expressed. This
immobility makes unequal exchange possible because the
capitalist mode dominates other modes of production. The
analysis of this domination must therefore be made the core of the
study of accumulation on a world scale, of the unequal develop-
ment of capitalism.

This point of view allows one to define the peripheral capitalist
mode as opposed to its central form. Essentially, the peripheral
form has the duval feature of a modern technology (hence high
productivity) and low wages within the framework of the
capitalist social organization. From this specific characteristic,
the historical background of which 1 have given. dependency is
derived. Integration implies that the balance between the de-
velopment level of the productive forces and the value of labor
power is not to be found at the level of the peripheral formation
but only of the world system into which the latter is integrated.
This lack of internal correspondence between the two elements in
question results in the vicious circle of peripheral development: in
order to reproduce its own conditions of existence, the peripheral
formation must still contain precapitalist modes of production or
else produce noncapitalist modes which, being dominated, pro-
vide the capitalist mode with its cheap labor.
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It is within this framework that I have relocated the problem of
~marginality.”4? The expression is unfortunate since it suggests
that the “‘marginalized’’ masses are not integrated into the sys-
tem. But they are. They supply the dominant capitalist mode with
cheap labor, either directly. or indirectly, i.e., incorporated into
(1) products which make it possible to lower the value of labor
power in favor of the dominant capitalist mode, or (2) products
which enable a reduction in the value of the various components
of constant capital, again in favor of the capitalist mode, or (3)
products which make it possible to raise the real value of *'lux-
ury'® consumer goods (the fraction of the surplus value which is
consumed by the bourgeoisie). In the last resort, all these
mechanisms can be analyzed in terms of transfers of surplus
generated in noncapitalist modes in favor of the dominant
capitalist mode. '

Thus, “marginal’” sectors may appear to be **vestiges,” where
sectors of precapitalist origin are concerned, even though the
domination they suffer has caused them to lose their original
autonomy. But we can now clearly see that some ‘‘modern™
marginal sectors are reproduced by the system.

If the dependency which we have here defined is expressed at
the international level by an asymmetry and the transfer of value
(unequal exchange) which accompanies it, it is necessarily ex-
pressed simultaneously at the ““internal’” level, by a transfer in
favor of the peripheral capitalist mode. It is therefore understand-
able that the dependency is not imposed from outside but is
necessary. On the political level, the local bourgeoisie is the agent
which shapes a dependent structure since this serves its interest.
This is how it is able to benefit from the levels of consumption of
the ““international’’ bourgeoisie when the average level of de-
velopment of its own productive forces does not allow it.

This analysis enables us to reject two series of myths to which
Emmanuel’s analysis was bound to lead: the first is the myth that
“development™ can be achieved by an *artificial’’ increase of the
“independent” variable, i.e., the wage. The second is the myth
that international transfer automatically benefits the working
class at the center.

Emmanuel's analysis concerning the effects of an increase in
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wages on the conditions of development remains naive.** Assum-
ing that a strike leads to an increase in wages on the coffee
plantations in Brazil, Emmanuel believes that this increase would
not be possible if competitors were to take Brazil’s place in the
world market, but would be possible if the increase in wages
could be matched by an improvement in productivity -on the
plantations. He nevertheless concludes that if the rise in wages
affects all producers, consumers will have to pay more for their
coffee. This is logical only because Emmanuel assumes that the
products supplied by the periphery are specific. But they are not,
Emmanuel quite correctly draws attention to the fact, overlooked
by his critics, that the peripheral producer receives only a small
fraction of the price that the consumer at the center pays for his
product. The profits of middlemen, advertising, taxes paid at the
center are so large that, in spite of the deterioration in the terms of
" trade for the producer and the wide fluctuations in the world
wholesale prices of these products, their prices to the consumer
are constantly rising and are never seen to fall even as a result of
slumps. A wide buffer therefore exists which would enable an
improvement in the reward to labor if social relations were to
allow it. This essential problem which we place at the center of
our analysis of the peripheral mode is not analyzed at all in the
theory of unequal exchange.

Emmanuel practically ignores the dialectic interaction between
wage and development and replaces it with an inaccurate linear
analysis. Only an analysis of the objective status of the value of
" labor power enables the linear economistic mechanism to be
superseded. It is true that Emmanuel, on occasion. makes some
interesting observations. Referring to England, he points out that
wages which remained low until around 1870 did not hinder
development because “*rent absorbed the surplus and prevented it
from going abroad.”” The observation is no doubt correct but
must be qualified since, precisely between 1800 and 1870, the
terms of trade were deteriorating for England—part of the gains in
productivity achieved by that country’s industry were in fact
benefiting its trading partners. Thus it is necessary to clarify the
historical conditions which made unequal exchange possible.4?

Because he ignores these historical conditions, together with,
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broadly speaking, the analysis in terms of peripheral mode and
central mode, Emmanuel confuses the young centers and the
periphery. For if it is true that the prospects of an influx of white
migrants into Rhodesia can, in its turn, cause capital to flow in,
thereby creating high-wage employment, whereas a unilateral
decision in the Central African Republic to raise wages would
have no effect on development, it is because Rhodesia is a young
center as were formerly the United States, Canada, Australia,
and South Africa, characterized by clear-cut capitalist production
relations.** If we reintroduce production relations into the
analysis, we can see that foreign capital does not have the same
“*development’” effect at the periphery because the relations of
capitalist domination of the precapitalist modes characteristic of
the peripheral structure lead to the specific distortions which 1
have analyzed. Ignoring this type of analysis. Emmanuel made a
monumental error with regard to the respective roles of coloniza-
tion by the *‘petits blancs® (poor whites) and of the establishment
of multinational corporatiens. To claim that multinational corpo-
rations are agents of ““development’ as distinguished from the
“*petit blancs™ is simply to revert to Rostow’s line of reasoning. On
this point, Bettelheim’s criticisms are right: Bettelheim contrasts
the homogeneity of the center with the heterogeneity of the
periphery.#¢ On this point, however, like P.-P. Rey in Les al-
liances de classes, 1 went further in showing that this
heterogeneity was necessary, that it enabled, through specific
class alliances at the periphery, the reproduction of the system as
a peripheral system.

The analysis of unequal exchange shows that the rate of surplus
value at the periphery is undoubtedly higher than it is at the
center. What precisely characterizes the peripheral mode and
results in, among other things, unequal exchange, is the dual
element of low wages and modern technology both in the
peripheral capitalist export sector and in the sector which finds its
outlet on the domestic market. It is precisely because the rate of
surplus value is higher at the periphery that international capital
finds it profitable there: emigration of capital to the periphery is a
means of raising the profit rate. It is also due to this fact that the
peripheral mode reproduces itself as such both in the economic
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terms of the distortions which characterize it and in the political
terms of specific class alliances which define it, To deny this
evidence necessarily takes us back to Rostow: peripheral
capitalism would then be only a stage toward mature central
capitalism. Therefore Bettelheim, who unfortunately expressed
the view that the rate of exploitation was higher at the center, was
forced to deny the existence of a system of international values.*

However, the fact that the rate of surplus value is higher at the
periphery does not automatically mean that the proletariat at the
center benefits from the transfer arising from unequal exchange.
If labor were to be paid the same rate at the periphery as at the
center, assuming equal productivity, the overall equilibrium be-
tween the reward to labor and the level of development of the
productive forces at the world level would require a different
distribution of the comparative rates of growth of the center and
the periphery. Unequal exchange is above all at the root of
unequal development. There is no doubt that the working class at
the center “"benefits’” from the higher rates of growth which this
exchange allows, because at the level of the central formations it
is essential to have equilibrium between real wages and level of
development. However, the “‘high” wages at the center are
mainly due to the high level of development of the productive
forces and not to international transfers. It is equally obvious that
the bourgeoisie at the center exploits—unfortunately, with
success—the myth of national solidarity. and the faster the
growth, the easier it is to do this.

"In this field, the studies by Mauro Marini and Cardoso seem to
me to be more to the point.4® The first observes that the over-
exploitation of labor at the periphery makes it possible to increase
the overall surplus value in comparison with the center by lower-
ing the price of certain means of subsistence while at the same
time raising the profit rate by reducing the price of some compo-
nents of constant capital. I would introduce a slight qualification:
the resulting rise in the rate of surplus value at the center is
limited by the objective requirement of an equilibrium between
real wages and the level of development of the productive forces.
1 also endorse Cardoso’s observations. First, this process of
exploitation of the periphery is not necessary (since there is no
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theoretical problem of an absorption impossible within the
framework of the pure capitalist mode), but it explains the func-
tions of dependent capitalism in the world system. Secend, the
importance of the products imported by the center from the
periphery is decreasing (precisely because of the unequal de-
velopment brought about by unequal exchange). Our qualification
here is that this *‘marginalization’’ of the Third World, noticeabie
~in-the course of the last development phase (1950-1970) of the
world system, is also not a phenomenon whose development has
been linear throughout the history of capitalism: between 1880
and 1913, the opening up of this world to imperialistic capital was
decisive; tomorrow, with a possible spurt in the development of
runaway industries, it could be the same again.

8. Transformation: a related question

The importance attached by some authors to the question of
“transformation of values into prices™ reflects, in my view, a
fundamental error in the understanding of the nature of the Marx-
ist concept of value. It is clear that it is impossible to derive the
system of prices mathematically from the system of values while
maintaining an equality between rates of profit and the rate of
surplus value.+®

Because of this impossibility Emmanuel deduced that “"the
irreducible nature of production prices” (which cannot be "de-
rived from values™} means that, in passing from one system to the
other, **it is not a question of change of form but of content™ and
as a result, the cost price *“bears no relation to phenomena but is
of an essence other than that of value.”*® As I showed in chapter
2 of Unegual Development, in connection with the question of
relations between planes in the various modes of production,
there is no reason for the profit rate to be equal to the rate of
surplus value. On the contrary, if the two rates were equal,
economic exploitation would be as cbvious in the capitalist mode
as it is in the preduction modes which preceded it. If there is a
deception, if the phenomenon hides the essence instead of reveal-
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ing it openly, if “*capital” appears to be *‘productive’” indepen-
dently from labor, it is precisely because, through "‘transforma-
tion,” the rate of surplus value seems to disappear. However, in
the last analysis, it remains present, for if we choose R = ¢ in
Sraffa’s system, the rate of surplus value of the corresponding
value system will also be zero. _

This view is similar to those of Caudio Napoleoni and Oscar
Braun. The former writes, “*value and production prices corres-
pond to two distribution patterns [emphasis mine] and to two
systems of exchange of which we cannot consider the one as
being the transformation of the other since the structural assump-
tions are changed.”’®! And Braun says, “‘the Marxist theory of
value does not require the sum of prices to be equal to the sum of
values since value and surplus value derive from the analysis of
the production process whereas prices and profit derive from the
analysis of overall production process.”5?

It is obvious that the function of the theory of value is pre-
cisely to reveal what does not appear openly at the distribution
level {including the sale of labor power and capital circulation on
the one hand and the exchange of goods on the other) by going to
the very heart of the matter, i.e., the production process.

It is absolutely essential to understand correctly the relation
between value and price—that the price category is not universal
but peculiar to the capitalist mode—in order to understand that
socialism is not capitalism without capitalists. [ have placed a
great deal of emphasis on this subject. For, as Sraffa himself
rediscovered, ‘‘competitive optimum” is far from being
synonymous with “‘social optimum.”** The first depends on a
social relation, i.e., the opposition between the proletariat and the
bourgeoisie which is reflected in the rate of surplus value. Sraffa
qualifies as “‘suboptimal” any equilibrium where profit is not
zero, What does this rediscovery of Marx mean? That society can
achieve a true “*social optimum”’ when the *'profit rate’’ is zero,
hence when the rate of surplus value is also zero—in other words,
when class exploitation has disappeared and the task of accumu-
lation has been completed. Two conclusions can be drawn from
this analysis. The first is that a period of transition to
socialism—which is not mature socialism—is essential to the
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extent that capitalism has not completed its historical task of
accumulation. Therefore, for this very reason, the allocation of
means of production requires that *“time’’ be taken into account,
though in a different way from that which characterizes
capitalism; in placing oneself directly at the overall national level
instead of at the level arising from competition among capital,
i.e., the capitalists. The second is that mature socialism is not
Stuart Mill's *‘stationary state.”” Socialist society is simply the
master of its decisions: the decision to expand production is taken
directly by a clear, disalienated collective consciousness capable
of directly working out the amounts of socially necessary labor
required to produce the desired use-values without passing
through the indistinct stage of attributing a “‘value”
(pseudovalue) to ““time.”

This is why it is absolutely necessary to establish the essential
laws of the system both as regards the objective status of the
vatue of labor power and as regards unequal exchange, in value
terms. Of course, one can also obtain the same results directly in
terms of prices, as Oscar Braun and Saigal have done.

9. The question of the falling rate of profit

Before approaching the problem of the stages of formation of
the world system, it is useful to recall what I outlined in Unequal
Development concerning the falling rate of profit.’* The appendix
illustrates that the organic composition and the surplus value rate
in value terms remain unchanged if improvements in productivity
are equal in both Departments, that they both increase if the
improvements are more rapid in the production of consumer
goods {wage-goods) and decrease together in the reverse case.

The debate concerning the law of the falling rate of profit,**
started toward the end of the nineteenth century by Bernstein,
Conrad Schmidt, Cunow, Otto Bauer, Rosa Luxemburg, and
Kautsky, was taken up in the twenties and thirties by Louis
Boudin, Henryk Grossman, Hans Beiss, Kei Shibata, and Natalie
Moszkowska. On one side were the “‘revisionists,” who, noting
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that the profit rate did not necessarily fall to a level which would
jeopardize *‘the inducement of capitalists to invest,” concluded
that the system would be perpetuated. On the other side was an
“orthodox’ pseudo-Marxist school which asserted that the rate
of profit would gradually fall until it entailed a **general crisis™
and the *‘collapse™ of the system (in German, Zusammenbruch).
Both interpretations share the same basic fault of economistic
mechanism; I reject the theory of *‘general crisis’® and “*spon-
taneous collapse™ as well as that of “‘necessary perpetuation” of
the system.

In my view, the real problem consists of examining how the
system reacts in itself and attempts to adjust to a possible fall in
the profit rate. The adjustment of economic quantities to one
another in the context of dynamic equilibrium takes place with
time lags which determine the shape of the cycle (or of fluctua-
tions). These cycles (or fluctuations) fall within a framework
characterized by long-term trends peculiar to each phase of the
actual history of the system.

The historical facts relating to the period extending from the
Indusirial Revolution (beginning of the nineteenth century) to the
crisis of the thirties point to an actual tendency for ihe rate of
profit to fall. The Industrial Revolution was above all a revolution
in the capital equipment of large industries producing consumer
goods: the power loom and the steam engine, introduced im-
mediately in their almost final form, enabled the utilization of
a much larger volume of raw materials for the same amount

" of direct labor time. The organic composition in value rose.
The necessary tendency for the rate of surplus value to
increase followed—with a time lag to adjust itself to the con-
tinuous improvements introduced into the consumer goods
industries.*®

The discussion relating to the falling profit rate was resumed in
the forties and fifties in terms derived from the microeconomic
marginalist definition of labor-saving and capital-saving innova-
tions. Memories of the slump of the 1930s were still fresh and the
entire discussion was marked by the Keynesian analysis which
was based on the assumption of a collapse of the profit rate (the
marginal efficiency of capital), faced with the absolute barrier of
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“liquidity preference’’ together with the tendency to stagnation
which the depression had entailed.?

The inherent tendency of the capitalist mode of production to
raise the rate of surplus value induces it to favor innovations
which are labor-saving for the whole economy, that is, innova-
tions centered on Department I1. These innovations in fact make
it possible to reproduce the reserve army of unempleyed and
therefore to put pressure on wages. This is Mark Blaug's argu-
ment against J. M. Gillman:

labour saving innovations are induced by rising real wages eating into
the profit margins but capital-saving innovations just happen, for
technical reasons, to occur only in late-stage capitalism. Capital-
saving innovations play the same role in Gillman's book as trade
union pressures in the works of other Marxists: they enter into the
analysis as exogenous variables which reconcile the theory
with reality.*®

Is the contemporary technological revoiution of this capital-
saving nature? It is perhaps in part, a concentration of major
innovations having been transferred to the production of Depart-
ment I, The consequent reduction in the organic composition tends
to raise the profit rate, particularly if the reduction of the surplus
value rate necessary for dynamic equilibrium only follows with a
time lag. Thus in any case it would not be possible to adopt a
mechanical trend in the rate of profit in order to divide the history
of the capitalist system into periods. Similarly we shall see that
there is not a mechanical tendency toward an excess (or insuf-
ficiency) of surplus. The phenomena around which the periodiza-
tion of capitalism should be organized are to be found at an entirely
different level. )

- An examination of the possible future of the system enables us to
understand its inner nature. Can one envisage a capitalist system
surviving the general spread of automation? Applied to the produc-
tion of Departments [ and II avtomation, in this world of science
fiction, this would free mankind from work. But if the ownership of
production means were to remain private and in the hands of a
few, the total products of the automated machines should go to the
owners of these miraculous machines. We would have a curious
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society composed of a bourgeoisie without a proletariat. The lat-
ter, being superfluous, would have to be destroyed or reduced to
the status of nonproductive domestic servants. Although this is
peering far into the future, we can already notice certain trends in
this direction. Before reaching this imaginary sitwation, automa-
tion tends to make an increasing proportion of the population
redundant. The dynamic equilibrium model suggests to me that the
system could give rise to growing mass unemployment while the
decreasing minority of proletarians employed in Departments 1
and IT would find their real wages rising at a phenomenal rate. Ifin
fact progress in automation is the same in both Departments, the
organic composition and the surplus value rate would remain un-
changed and the real wages of the decreasirig employed mmorlty
would increase at the same rate as productivity.
The slump of the 1930s already showed this tendency. The
" polarization of the world into developed and underdeveloped
countries is an even more obvious example. The capitalist sys-
tem’s tendency toward elimination of the superfluous population
should therefore not be underestimated. But at the same time, the
capitalist system reacts to this “‘marginalization” of the labor
force: on the one hand, rather spontaneously, by the changes in
relative prices and demand structures which regenerate a **small
modern capitalism,’” in particular, consumer services. This ten-
dency is visible and once again precludes us from seging the
concentration as a linear phenomenon: like all social phenomena,
concentration gives rise to its dialectical opposite. It also reacts,
on the other hand, in a *‘nonspontancous” way, at least from the
narrow economic point of view. Class struggle and the state
intervention falling within this framework, lead to the develop-
ment of other means of absorption of the surplus, A tax tapping of
the surplus generated in Departments I and If in favor of a
nonproductive Department III would be accompanied by a lower
increase in real wages in Departments 1 and IT and by an increase
in employment in Department [II. For Departments I and II, this
trend would probably lead to a reduction in the profit rate since
the portion extracted from the surplus which they generate would
have to increase very rapidly to ensure the *‘full-employment’
equilibrium of such a system. '
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10. The historical periodization of the capitalist system

The discussion concerning the stages in the evolution of the
capitalist system was greatly obscured by the tendencies to link
this problem with that of the law of the falling profit rate and to
the false laws concerning the absorption of the surplus. These
aberrations have led to expansionism, the general trend of the
capitalist mode, being confused with imperialism, a special stage
of the latter.

I suggest that there are two main stages in the history of
capitalism.’® The first is marked by the Industrial Revolution at
the beginning of the last century. During the three previous cen-
turies covering the mercantilist period, the capitalist mode of
production was not mature, Its essential components, i.e., the
accumulation of money wealth at one end and proletarianization
at the other, gradually began to emerge. The expansionism
characteristic of the period, which Oliver Cox has carefully em-
phasized,®® should not be confused with the subsequent im-
perialism. It is true that in its developing stages the system was
from the start international and unequal and the function of the
periphery of the time was essential to the accumulation of money
wealth. But this function is entirely different from that of the
periphery which followed.

The second stage is that which Lenin defined in terms of im-
perialism. It is this particular part of the history which has been
challenged; in particular by Emmanuel, who denied that the ex-
port of capital appeared at the end of the nineteenth century .
His argument was that British assets abroad having increased
from one billion pounds sterling in 1870 to four billion in 1914, this
accumulation was hardly more than on the spot reinvestment of a
part of the profits, for,-at the rate of return of only 5 percent, one
billion invested in 1870 would reach a figure of more than four
billion by 1914, and that the repatriation of profits to Britain was
therefore larger than the flow of British capital exported. Fur-
thermore, Emmanuel observed that the volume of American assets
invested abroad in 1970 was, in relative terms. at least forty times
larger than the volume of British assets in 1914.

The facts mentioned are correct; it is their interpretation which
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is in question. For the profits which are reinvested are equivalent
to new capital exports, as Suzanne de Brunhoff peints out: in-
vestment transforms income into capital.52 I also consider that
essential to the problem of international capital flows is a distinc-
tion between capital flows and repatriation of profits, refusmg to
consider their balance directly.

As 1 have already shown, capital exports do not occur as a
result of some theoretical impossibility to utilize the surplus
within the central capitalist formations. They are motivated by
the search for higher profits which are made possible precisely by
the coexistence of a modern technology and low wages. This
search is not related to the trend in the profit rate: rising or falling.
Furthermore, the repatriation of profits shows that capital exports
do not solve a pseudoproblem of abserption. Thus Lenin never
regarded capital exports as due to internal difficulties of absorp-
" tion but purely to a search for a higher profit rate. It is true that
the picture of a Europe of small investors living off the returns of
their investments abroad, a typical trend of the peried, was shat-
tered by the subsequent ruin of the same investors. The domestic
absorption of the surplus was no longer made through the con-
sumption of these small investors but by other means, related to
the structure of monopolistic competition (such as selling cost)
and the development of state monopoly capitalism (such as public
expenditure).

If capital exports began at the end of the nineteenth century and
not before, it was not because capitalism was not ““expanstonist”
~ before this time. It was, but in different forms, fulfilling other
functions. Capital exports became possible only when the con-
centration of capital brought about a separation between the
function of “entrepreneurs” (which could henceforth be fulfilled
by paid agents) and that of capitalists, these two functions having
been, until then, combined. Therefore Lenin was right in estab-
lishing the link between the appearance of monopolies and the
export of capital. Before the emergence of monopolies, capital
could not emigrate without the capitalist himself emigrating since,
in the system of family enterprises of the time, these functions
were cumulative.,

We must also avoid confusing imperialism with colonialism.
The latter preceded the former by a long period and fulfilled far
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toc many functions in history to constitute a significant
homogeneous category. During the imperialist era itself, the co-
lonial conquest resulted from the competition between national
imperialist countries, particularly in Africa, but this was in no
way necessary—as shown by the continued independence of
Latin America, China, and the Ottoman Empire.

The result of imperialism, i.e., of the international emigration
of monopoly capital, was unequal exchange. one condition of
which, as we have seen, was the international mobility of capital.
Until then, doring the period 1800-1880, goods tended to circulate
more and more freely and gradually acquired their international
character, but capital movement was seriousty hindered because
of its dispersal. This first limitation of the world ¢apitalist system,
which was not yet complete as such, was accompanied in history
by low European wages. We can therefore hardly speak of un-
equal exchange, as we have emphasized. However, the periphery
already existed and fulfilled certain definite functions: expanding
the industrial base of Britain, or raising the profit rate by lowering
the value of (1) labor power {(corn import from America which did
not pay land rent) or (2) the components of constant capital
(import of raw materials in which the countries of the periphery
specialized). International trade did not at any time play a deci-
sive role in absorption since this trade was balanced without any
large capital movements. We can certainly speak of expansionism
by Britain in the nineteenth century (but not of imperialism), in
the same way that we can speak of the expansionism of mercan-
tilism which fulfilled other functions.

An example of the mistakes which accompany the confusion
between the expansionism of capitalism and imperialism is shown
in the remark made by Palloix on Britain’s exports. According to
him, since the system of competition leads to a fall in profit rate,
the function of foreign trade was to raise it. Hence, he describes
the ‘“*industrialization pattern of Britain as imperialist insofar as
the removal of domestic constraint was achieved by a reorienta-
tion of exports, throughout the eighteenth century, toward the
dominated territories.”’¢* The term imperialist should be replaced
by the term expansionist. Moreover, the trend of the profit rate is
independent of whether the production system is competitive or
monopolist. Thus we find a great deal of ambiguity in Palloix’
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remark that because in the monopoly mode there is no falling
profit rate. the Third World only plays the part of a safety valve to
which all nonprofitable activities are directed and that, since the
absorption of the surplus is organized internally, the Third World
loses its function and tends to become “marginalized.” Before
Palloix, Oliver Cox, also cenfusing imperialism with expan-
sionism, hastily concluded that capital was of an international
nature right from the start, i.e., during the mercantilist period.%*
In my view, capital became really international only from the time
when, thanks to the monopolies, it acquired a mobility hitherto
unknown.

Of course the still-continuing imperialist era should be sub-
divided so that we can avoid generalizations based on mechanis-
tic theories of the falling profit rate or of absorption. A first phase
of imperialism, which could be termed ‘‘classical,”” stretched
from 1880 to the First World War and perhaps to the 1930s. This
phase opened with a structural crisis at the center, a crisis which
was overcome by the appearance of monopolies and capital ex-
ports. At the same time, the period of relative stagnation of real
wages at the center ended and a pertod of relatively high wage
increase began. '

Capital exports to the periphery led to the development of
primary export sectors. The periphery retained the characteristic
of the predominance of organization modes of precapitalist origin,
though henceforth integrated into the world system through
commodity exchange with the capitalist world (the bulk of the
capital being foreign and limited to the expott sectors), Unequal
exchange began. and it helped to raise the average profit rate of
capital. At the periphery, primary exports constituted almost the
sole source of growth, with imports covering manufactured con-
sumer goods. The refusal to industrialize was accompanied by a
division of the local bourgeoisie into a comprador section whose
future was linked with foreign domination, and a national section
which came into conflict with imperialism. This first phase of
imperialism was characterized by very high growth rates of both
the product at the center and world trade.

This first phase underwent a period of structural crisis from the
First Workd War to the end of the Second World War, marked by
the slump of the 1930s and the stagnation of capitalism. During
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the thirties, the industrialization process through import substitu-
tion began at the periphery, particularly in some countries of
Latin America. It gathered speed and spread to other areas after
the Second World War, in the course of the last twenty-five years.

This second phase of the imperialist system was marked at the
center by large-scale state intervention and the new forms of
absorption of the surplus which we have analyzed. At the
periphery, the main source of growth shifted from exports to
import-substitution industries, thereby completing the peripheral
capitalist mode. The reproduction of class domination conditions
here required a policy different from the one followed by the
bourgeoisic of the center: in order to maintain "“low’ wages
despite advanced technology which could henceforth be im-
ported, proletarianization- had to be slowed down and pre-
capitalist production modes exploited. The unequal exchange
which continued outside was accompanied by an internal unequal
exchange of a similar nature. On the political level, whereas the
development of capitalism at the center was accompanied by the
progress of bourgeois democracy, in the periphery on the con-
trary, this prospect was excluded right from the start. At the same
time, the foreign trade structure of the periphery was changing:
exports remained of the same type, mainly primary, but the
import of capital equipment (due to the import of modern
technology) and the import of food products (due to the distor-
tions peculiar to the peripheral mode in the allocation of re-
sources, particularly at the expense of agriculture, which were
necessary for the reproduction of the system of low wages) was
substituted for the import of manufactured consumer goods. The
forms of dependency were themselves changing: there was a
tendency for direct domination by foreign capital, particularly
during the latter part of the period, to be replaced by indirect
domination through the adoption of the consumption patterns of
the developing countries and through technological domination.
One can therefore understand Emmanuel’s pertinent remark con-
cerning the decrease in the relative volume of central capital at
the periphery, a remark which complements that of Cardoso on
the “marginalization" of the Third World and my own on the
increasing inequality in development,

The theoretical problem of absorption of the surplus is no
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greater at this stage than in the preceding one. But the new forms
of absorption at the center heighten the inequality in develop-
ment. At the same time, the distortions characteristic of the
peripheral mode create a probiem of absorption which is solved
by the export of capital to the center and by increasing the
proportion of the surplus value spent on luxury goods. The im-
porting of technology and the protectionist policies with respect
te small Jocal import-substituting monopolies permit this form of
consumption of surplus value. This in turn encourages the adop-
tion of **European” consumption patterns and enables the system
to be reproduced as a dependent system. The bourgeoisie as a
whole stops being national: it cannot fulfill the historical function
of primitive accumulation, i.e., radically destroy the precapitalist
modes, ‘‘save” the surplus value, and so on. It has to be reaction-
ary (“‘protect’” the precapitalist modes in order to dominate
them), wasteful (consume the surplus value), and dependent. We
can therefore understand that **dependency” is not “"imposed’’
but necessary to generate the surplus.

Within this framework, we can see that an internal market is
formed, but one that is distinguished from that of the center. It is
principally a market for products both from industry and submis-
sive precapitalist agriculture, but it is really neither a labor mar-
ket, since proletarianization is limited, nor a capital market,
which remains largely foreign (multinational corporations) and
state controlled (since domestic private capital, being spread too
thinly, cannot reach modern technology). It is in this sense that
the peripheral mode remains specific and that Frank’s intuition in
speaking of *‘development of underdevelopment™ can be upheld.

This periodization which we have suggested is very different
from that made by Braun.%® Braun ascribes the exports of capital
during the period of 1880-1930 to the low wages at the center
{whereas it is precisely as from 1880 that wages really began to
rise at the center). Thus Braun considers that the phase of un-
equal exchange only began after 1930, whereas I have traced it
back to 1880.

Is it possible that we are about to enter a new third phase of
imperialism? If so, what are its characteristics likely to be? The
crisis which began with the seventies is a structural crisis of
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which the monetary aspect is only a symptom. My analysis of the
possible alternative solutions for the system has stressed the
internal transformations at the center (the evolution of **national™
monopolies into multinational corporations. the emergence of
cartels, technological revolution marked by automation, elec-
tronics, atomic energy, and space exploration), moving from
there to the new form of unequal international division of labor
which could be a feature of this third phase. The peripheral
bourgeoisie itself hopes to speed up this evolution begun by the
establishment of runaway industries in East Asjia and Mexico, in
the context of which it would take advantage of low wages to
export manufactured products to the center. This type of
specialization would undoubtedly reproduce the distortions
peculiar to the peripheral mode, a condition for a continued
differential in wages, and at the same time reproduce unequal
development. An apparently paradoxical structure of world trade
would develop: the underdeveloped countries would become ex-
porters of industrial products and importers of food products.
Giovanni Arrighi and Andre Gunder Frank have also tried to
describe these possible alternatives.®® In this connection, Frank
recently stressed the phenomena of unequal development within
the periphery, the theory of which was first put forward by Mauro
Marini. The development of “subimperialisms’™ in Brazil,
Mexico, India, and perhaps a few other countries fails within this
category. The role which the USSR could play in this new divi-
sion of labor, with a view to greater integration into the world
system, would be somewhat similar to that of those subim-
perialisms which import advanced technology from the center
while exporting the products made with less advanced technology
toward the periphery.

11. Conclusions

Vulgar and dogmatic Marxism has reduced the social dialectic
to the old unilateral causality of the natural sciences. The specific
quality of social science which makes social “*man’’ both object.

4_—
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and subject is lost and with it is lost the social dialectic. In this
respect, vulgar Marxism approaches very closely the whole of
bourgeois thought which never went beyond unilateral causality.

Abandoning the dialectic has meant losing sight of the inner
meaning of commeodity alienation whereby the human conscious-
ness becomes a false consciousness, causing the “*laws of soci-
ety”” to appear on the immediate plane of phenomena, as external
to the society itself, as imposing themselves on it. We do not
seem to have understood the meaning of the first chapters of
Capital: commodity and value, these most abstract concepts which
form the culmination of Marx's discevery and hence by a neces-
sary reversal, the starting point of his analysis, have been reie-
gated to the level of the commonplace. As a result, the psendo-
problem of *“transformation’” of values into prices has been raised
in terms of “economic theory’’ while no attempt is made to
understand the true import of this problem, which lies at the
global level of the alienation of society. For this reason, I con-
sider the debate closed. In the course of the discussion on interna-
tional trade, the same *‘economistic’’ interpretation of the prob-
lem of value appeared; this is shown in the strong bias toward the
specificity of goods. This prevents an understanding of both how
and why the unity of the world system is a reality, i.e,, precisely
because this unity is situated at the level of the universality of
commodity alienation and is manifested in the universality of the
reduction of labor power to the status of commodity.

The world vision based on unilateral causality is responsible for
the university's inextricable compartmentalizations and the crea-
tion of false science for every “discipline.”” Vulgar Marxism has
done the same thing. And vet Marx had pointed out that Capital
was a critique of political economy. By that, he meant the de-
bunking of *“*economics,” this false, compartmentalized science,
and the discovery of the common basis on which the whole social
fabric rests. This critique has been taken to be a “‘university
economics’’ critique of an economic theory, While the critique of
political economy culminated in historical materialism, people
have continued to practice economistic economics and to reduce
historical materialism to a pseudoscience of history.
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Economistic Marxist economics has led to dealing with the
trends of the system in mechanistic, unilateral terms. This is
shown in the debate on the status of the value of labor power, and
the debate on the law of profit rate and the tendency of the
surplus. These are false debates which come to an end once they
are placed in their proper context: defined not by economics but
by historical materialism.

The truncated historical materialism for its part has become *‘a
science of history,” a history which is necessarily mechanistic
and linear. The dialectics between productive forces and produc-
tion relations, base and superstructure, production modes and
social formations, and capitalist social formations and system of
capitalist formations, have been replaced with systems of linear
causality in which productive forces determine production rela-
tions which in turn determine the superstructure.

The theoretical and practical consequences of this return to
linear causality are very serious indeed. Socialism was to be born
in linear terms in the most developed capitalist countries when
the level of productive forces had reached peaks which they could
not surpass without the transformation of the production rela-
tions. The **philosophy’ of the ‘*general crisis’’ derives from this
set of distortions. This meant at one and the same time failing to
understand the dialectical unity of the world system, reducing the
inequalities of development to *‘time lags™ (as Rostow has done),
and reducing socialism to capitalism without capitalists. For in
this linear perspective, the progress of productive forces comes
first and is autonomous; science and technique are neutral. We
forget that they are themselves a product of society.

To say that socialism simply becomes capitalism without
capitalists means that it involves producing the same goods, in the
same way, to satisfy the same ‘‘needs  The new production
relations, adjusted to the high level of productive forces, are
reduced to their legal form—the abolition of the private owner-
ship of the means of production. These new relations ““free’” the
productive forces insofar as they speed up *'progress’” along the
lines developed by capitalism. Once again, this vision is linear. At
the same time, the true former production relations are retained
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along with their varied forms (the dichotomy between the work of
policymaking and execution, between town and country, etc.).

Since the Chinese Cultural Revolution, this has become guite
clear. In The Cultural Revolution and Industrial Organization in
China, Bettelheim has shown convincingly that socialism must
question everything simultaneously: what 1o produce and how to
produce it. It is no longer a gnestion of “*catching up™ and later
“‘overtaking’’; we can no longer speak of soctalist accumulation.
it does not make sense, since accumulation necessarily gives rise
to capitalist alienation. In order to catch up on the development of
the productive forces, we must do something entirely different.
Neither the Stalinists nor the Trotskyists saw that: they were
discussing the forms (the tactics) of “’socialist accumulation.™

So today, the question has come to a head. This is why Chou
En-lai was able, at the Tenth Congress of the Chinese Communist
Party in August 1973, to formulate it thus: *“The principal con-
tradiction is that which opposes the proletariat to the bourgeoisie
and not that between the advanced socialist system and the back-
ward forces of social production.”” For the bourgeoisie cannot be
got rid of once and for all. It reappears continuvally so long as the
new production relations are not fully established and the
dichotomy between intellectual work and manual labor is re-
moved.

Another aspect of the same problem is the impossibility of
understanding the unity of the world system, as was revealed in
the explanation of international trade. 1t has been possible to
exchange controversial arguments which were sometimes cogent
and just, and remind those who were apt to forget international
inequalities of Marx’s observation: *'If the Free Traders cannot
understand how one nation can grow rich at the expense of
another, we need not wonder, since these same gentlemen also
refuse to understand how in the same country one class can enrich
itself at the expense of another,”’¢?

However, we remained within the narrow framework of ""in-
ternational economic relations.”” As we have already said for
Rossana Rossanda and Charles Bettelheim. Mao has reestab-
lished Marx,
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Appendix

Real wages, rate or surplus value, development of the produc-
tive forces and extended accumulation in the capitalist mode of
production.

The following analysis takes the form of a model based on that
of volume 2 of Capital. A model is no more than an illustration.
Whether simple or sophisticated, it rests on an unambiguous and
nondialectic definition of *quantities’’; it points cut and formu-
lates the relationships between them and deduces the *‘conse-
quences'’ through mathematical treatment of these relationships.
These are already included in the inital assumptions—choice and
definition of the quantities and relationships. A model is therefore
always weak because it cannot be dialectic. It is only of didactic
interest—to make clearly explicit what is implicit in a unilateral
view,

Economics can be expressed in equations while historical
materialism cannot, because economics artificially separates one
aspect from other aspects of the single social reality., making
economics a special field and therefore a false science. Thus the
importance of the model is reduced. Its two basic limitations are,
first, that its main interest lies in its ‘‘peculiarities’” (the
mathematical discussion of its conditions), that is, they pinpoint
the location of the problems which cannot be solved by the linear
method, and second, that although formally an abstraction. it is
no more than the abstraction of a concrete matter, i.¢., of a reality
which can be located in time and space. One does not construct
an illustrative model of 2 phenomenon covering the entire history
of mankind from Adam and Eve to our day. One constructs a
meodel for a particular situation, in this case, a production mode.
Therefore the model starts from a specific point in time. This
point is not **freely’” and artificially chosen if one wants to be a
social scientist rather than a mathematician. On the contrary, one
must be aware of the *‘prehistory”’ of the model, that is, of the
concrete historical formation of the situation. Thus one starts
with a problem which derives from historical materialism. 1 shail
take note of these points in the analysis below.
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1. Parameters of the system

I shall begin with a broad analysis of the system, linking real
wages (and surplus value rates) with the development rates of the
productive forces. Each Department (I for production of means of
production £ and II for production of consumer goods ()} is
defined, for each phase, by an equation in value terms, as follows:

Phase 1
Department 1 le + ah = pe (])
Department 11 le + bh =qc (2)

Phase 2 .
Department 1 ie + adh = pe (1)
Department 11 le + bph = qc (2)

Phase 3

Department 1 le + ad%h = pe (1)
Department 11 le + ap®™h = gqc (2), elc.

The first term of each equation stands for the value of constant
capital consumed in the productive process, reduced to a physical
unit of equipment E, estimated at the unit value e{e, # ¢, # e,
etc.). The second term represents the physical quantity a, b, ad,
bp. etc., of total direct labor (necessary labor and surplus labor)
employed by one unit of E in each Department and for each phase.
The parameter # measures the value product of one hour of fabor

" (not to be confused with hourly wage). The physical product of
each Department, p and ¢ respectively, is estimated at its unit
value ¢ and ¢ (similarly ¢, # ¢, # ¢;, etc.).

The system comprises three pairs of parameters (g4, b, p, g, 9
and p) and two unknowns (¢ and ¢) for each pair of equations
which describe one phase. Parameters a and » measure the physi-
cal labor intensity in the productive processes (their reciprocals
are related to the organic compositions), parameters p and g
represent the physical product of the productive processes using
one unit of equipment £ in each Department, parameters 8 and p
represent the rates of technical progress in each Department.

i e s

g romeheoam o
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Obviously 8 and p are less than | since technical progress enables
us to obtain, with less direct labor, a higher physical product per
unit of equipment.

2. Determination of unit prices ¢ and ¢

If we assume k = 1, the equations supply the pairs ¢ and c:

a a+b(p-D
= Cy = —mm———
R : q(p-1
e, = a0 c=ala+b,(3(l-3'—l)
T p—1 z q(p - 1)
e = ad? . = ad? + ba2 (p — 1)
Pp-l ? q(p-D

elc.

As the first set of equations show, as we produce the capital
equipment from capital equipment and direct labor, the unit
prices of ¢ fall from one phase to the next at the rate of growth of
productivity in Department [. On the other hand, consumer goods
being produced from capital equipment and direct labor, the unit
prices ¢ fall at a rate which is a combination of 8 and p.

3. Equations of extended reproduction

If the capitat equipment E is distributed between Departments |
and II in the ratios n, and i—n,, for phase I, n, and 1—n, for the
next phase, the equations for the production in value terms are as
follows:
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Phase |
DI n, ¢, + an, = pn, ¢,
DI (!l -n)e, +b(l —n)=q(l —n)g

Phase 2
DI n, & + aon, = pn, e,
D]] (]—n2)62+bp(1—n2)=q{l—n2)Cg

Phase 3
DI N €3 + ad2 ny; = png e,
DIl (1 —ngdey, +bp?(l —ny)=q(1 —ny)cy

Each term of each pair of equations carries the same quantitative
coefficient E,, E,, E;. etc.

Let the hourly money wage (or salary) be represented by 5 (s,
S, 8y, e1c.). Obviously s < [, the difference 1 — s representing the
surplus value whose rate t = l ; 5

of the extended reproduction requires that two conditions be
fulfilled:

(1) that the wages distributed for each phase (in both Depart-
ments) enable the entire output of consumer goods produced
during that phase to be bought;

(2) that the surplus value generated during one phase (in both
Departments) makes it possible to purchase the entire output of
Department I during that phase at the equilibrium price of the
next phase.

(a) Equations of supply/demand of consumer goods:

s;lan, + b(l —npl=¢g(l - n)c
s; (adn, + bp (1 — )] = q(} — nu) ¢,

{b) Equations of dynamic supply and demand of equipments:

(I —s)lan, + b(l — n)] = pn, &
(I — s} [adn, + bp (1 — n2)] = pn, e,

We can verify that the system is actually expressed in values and
not in production prices since the rates of surplus value are
identical in both Departments.
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We derive 2 series:

(l—n)la+bip- 1)1

TP - Dan, b (1 —ny
. = (1 —ny) [ad + bp (p ~ 1]
? (p — D [adn, + bp (1 — ny)]
etc., and
| -5 = pn, ad
! (p - 1}[an1+b(l _nl)]
[~ s, = pn, ad?

(p = D) [adn, + bp (1 — ny)]

4. Determination of money wages and the intersectorial distribu-
tion of the productive forces

The two pairs of unknowns, s and #, are determined by each
pair of equations: by summation of s and 1 — s, we obtain #
which, taken in the equation determining s, gives us s.

We have:

-1
LY R

pl(t -8 —1][a+b(p - 1]
p-Df@+blpU -8 -1

5, =

S
Y =)

plil =& — 1][ad + bé {p — 1)}
(p-D{ad +bplp(l—a -1}

82=

elc.
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We therefore obtain s in terms of the parameters. We note that
the distribution of productive forces must remain constant from
one phase to the next.

Discussion of the parameters:

(1) Condition n < | requires p > T Wl 5

N

asalso 8 Z 0and P # 1, n > o.
(2) Condition 0 < s < |

(a) condition s < 1

It requires the numerator of the s < than the denominator of the
s which, after simplification, is expressed: -

for s, by — pad < 1
for s, by — pad? < 1

These conditions are always fulfilled, the parameters being ali
positive.

(b} condition s < 1

means that:

the condition p > 116
p—- >0
a+b{(p-1=>=0
p(il—-8-1>0
anda+bp(l -3 —-1}>0

Since each component of the numerator and of the denominator
of s is positive, s itself is also positive.
Similarly, we have:;

pil—-a-1>0

ad +bpp—1)>=>0

ad +bplp(1 -8y —-1>40
Hence s, =0

We therefore have only one limiting condition as follows:

1

>
P 1-—-0
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5, Rate of surplus value and organic compositions
The ratio of money wages is defined by:
S, _ [@@+bp(p—fa+blp(d -6 -1}

5, [a+bip~ DNad + bp[p{l - ) — 11}

and

1 — s _ dlan + b (1 — m)]
l—s;, adn+bp(l —n)

As regards the organic compositions in value ¥, and y., they are
defined as follows:

= fn, + (1 — njle
Y'T Tam, + 61 = 0] Si

and

[n, + {1 — ny)le,
[adn; + bp (1 — ny)) s,

Y2 =

with e,, s;, and n, known. Simplifying, we have:

ap(l — )

T T -0 -1l +bp -
and
v, = adp (1 — )
p(1—-a) —1](ad + bp(p - D]
Hence,

v, _ dla+bip—1)]

Yo ad+bp(p~1D

First case: 8 > p. Improvement in productivity is faster in De-
partment [l. We can check that the organic composition rises
(y: > v,) and so does the rate of surplus value (s, < §,).

Second case: 3 > p. Productivity rises more rapidly in Depart-
ment I. The organic composition and the rate of surplus value fall.

Hence, since organic composition and surplus value rate must
vary over time for dynamic equilibrium to be achieved, we can
attempt to find out what happens to the profit rate.
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If it is defined in value terms by relating the surplus value to the

amount of equipment utilized, that is:

_ U -s)lan, + b1 — ny]
mne +(1—nde

and

(1 — s} [adn, + bp (1 — ny))
n2 ez + (] - ng) ez

. =
we have, by replacing e,, e,, s, and s; by their values in terms of

the parameters:

7 _ an+b{l —-n) >(a&n+bp(1—n)
m  aon + bp (1 — n) an + b(l — n)

The conclusion is that, as a trend, the profit rate in dynamic
equilibrium is independent of the relative improvements in pro-
ductivity in each of the two Departments, since the change in the
surplus value rate required for supply and demand to be in
dynamic equilibrium must compensate for that of organic compo-
sition, which is precisely determined by the ratio of productivity
improvements & and p.

6. Real hourly wages

] . )
We define real hourly wages as s} = e—‘ and s; = cz .
. 1 2

After simplifying, we have:
So _ a+b[p( -9 —1]
s ad +bplpd — & — 1]
Since 8 and p are positive and less than 1 we can check that s; > s/,

that is, real hourly wage must rise in all cases as soon as lechmca]
progress is achieved in I, II, or both.
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7.} Growth of production and labor power

The growth of production (at constant prices) in Department |

is defined as:
E
1 I -4
That of labor power is:
T, _adn + bp(l —n) .
T, an+0b(l —n

or, if we replace a by its value:

T, _ ad + bp[p(l -8 — 1]
T, (A -dH{a+bpil -8 - 17}

The growth in net product (production of equipment over and
above replacement needs plus consumer goods production) at
constant prices (prices during phase 1) is given as follows:

P, ____(Ez - E)e + G+
P, (E, - EDe +C, + ¢

where E, and E, represent capital equipment production during
phases 2 and 1, and E; and E;, the capital equipment replacement
need (obviously E; = E,}. Furthermore, as we have:

E;, __E: E, _ |

—_— =

Ef E E 1-8
Ci=Eql-n

C2 = E2 q (] - n)
as well as e,, ¢;, and n, we find:
p, 1 E,
P] ] El

The growth of the net product is governed by the improvement
in productivity achieved in Department I.
Labor power grows only if:
a_  (U-8-plpd-3-1
B 20 — 1
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8. Numerical examples

The table below gives the solution of the dynamic equilibrium

problem with different values for the parameters:

Case 1 2 3 4 5 6

Parameters a 4 4 4 4 4 4

b 4 8 4 4 4 4

p 3 3 5 5 3 30

q 6 10 6 6 6 6

a 12 172 ¥4 12 vz 095

p 12 12 172 344 1 172

Prices e, 2 2 1 1 2 0.14

e | 1 34 1R 1 0.13

e 12 172 916 1/4 12 0.12

¢ 1 1 5/6  5/6 1 0.69

c 112 172 11/24 712 5/6 0.36

c, 1/4 14 2596 5412 3/4 0,19

Proportion n 23 23 45 225 23 213
Wages

Nominal

(money) s, 1/2 5/8 114 34 172 0.34

s, /2 5/8 11/56 21126 5/8 0.22

Proportion sofsy 1 1 11/14 14/13  5/4  0.63

Real sty 12 58 0 910 172 172

sp 1 54 24/56 18/13 314  0.63

Ratio shis) 2 2 1047 20113 372 1.25
Organic

composition v 1 3/5 ] 173 1 1/10

¥, 1 3/5 15/11 572t 315 0.18

Yolyy 1 I 18/11 15721 3/5 1.84

Growth E./E, 2 2 4 2 2 20

T /T, 1 1 14/5 13/10 4/3 16

-
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Case 1. equal organic compositions. equal improvement in pro-
ductivity in the two departments.

Case 2: unequal organic compositions, equal improvement in
productivity in the two Departments.

Case 3: equal organic compositions, unegual improvement in
productivity (here 3 > p).

Case 4: the reverse assumption to the preceding case (& < p).

Case 5: limiting case of 4—improvement in productivity
is confined to Department I (8 = 1/2 while p — ).

Case 6; case 3 tending to be limiting, improvement in produc-
tivity being confined to Department Il {p = 1/2 while
8-> 1)

The first three cases are those dealt with in the main text. We note:
(1) that in all cases, the real hourly wage rate must rise (sy/s; > 1);
(2) that the surptus value rates and the organic compositions

do not change from one phase te the next if improvement in

productivity is the same in the two Departments;

(3) that the results of 3 and 4 with respect to the surplus valve
rates and the organic compositions are the reverse of each other;

{4) that the results of 5 are similar to those of 4 of which it is
only a limiting case with respect to the evolution of the surplus
value rate and the organic compositions;

{5) that, on the other hand, case 3 cannot be taken to the
extreme limit (@ = 1), since the problem only allows a solution

if §# 1(and p >+—
0.95).

When & tends to 1 (8—1), p on the other hand must tend
toward <«. Quantities #, s, and y remain finite. We note that

i—pu which is always > 1. The rates of growlh—-Eiand
5 ] a — bp 1
T

T—a L 3 ). In case 6, we only approach it (3 =

tend toward infinity.

We also note
{6) that the necessary labor force increases in all the cases
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examined here. If, on the other hand, we had chosend =3/4, p =
1/8,a=1,h =20, and p = 5, we would have had a contradiction
as regards the labor force (T /T, = 11/12).

9. Final Remarks: the limitations of the model

This model has no more merit than any other model. lts first
limitation is that the first two equations which describe the initial
situation in year {) already define a real wage level for phase |,
technologies for each Department, and an allocation of resources
{a distribution of capitat equipment and labor power between the
two Departments). These three exogenous “*data’ are ‘interde-
pendent. We can start with a different sitvation, another real
wage level, and a different corresponding ‘‘resource’" allocation.
A mechanistic philosophy which equates social science with
natural science would raise the question of which is the "‘inde-
pendent variable'" among wage, technologies, and resource allo-
cation. The question raises a false problem since the starting
point derives from actual history. i.e., the situation as it was
shaped by the previous class struggle. The model simply shows
us that, starting with this situation, accumulation in a capitalist
mode requires real wages to grow. If the model illustrates the
history of central capitalism in England, the starting point would
be the year 1850, when the model already represents the essence

"of what has become English society—justifiably termed a
capitalist mode. This initial sitvation is the result of a previous
historical period, i.e., the transition from the feudal to the
capitalist mode. The model does not apply to this other period
since the nature of the system is different. We cannot eliminate
historical matertalism to replace it with economics.

The second limitation stems directly from the first. Economics,
hence the functicning of the capitalist mode, ¢an be put into
equation form. Historical materialism, hence the history of a
social formation—whether central or peripheral capitalist, in
transition or not—cannot be put into equation form. Among
others the transition to capitalism both at the .center and at the
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periphery also cannot be so treated. Each of these transitions is
specific, characterized by its own class alliances, and entails
different situations as starting points. Furthermore, the peripheral
formations have such a specific nature that this model cannot be
applied to them. The limitation can therefore be expressed as
follows: the model unilaterally gives the meaning of the objective
forces in the capitalist mode; it does not solve the question, which
must be placed within the context of historical materialism {of the
analysis of concrete social formations) because it cannot even
raise this dialectical question.

The result is that the model meets some definite barriers. A
striking example lies in the discussion of the conditions. In the
hypothetical case where 8 = 1, i.e., where the technology in
Department [ is stagnant, p becomes infinite. i.e., equilibrium
from one phase to the next becomes impossible unless one re-
gards each phase as having an infinite duration, which is meaning-
less. Therefore technology is not neutral and dynamic equilibrium
requires it to improve in the context of capitalism. Furthermore,
in the same way as the system is governed by the rule of profit
maximization, technological research, and hence its results, will
be oriented in a certain way so that @ and p will result in the
dynamic equilibrium for the bourgeoisie (the rate of profit) being
*‘acceptable.”

Built in order to illustrate unilaterally one aspect of the prob-
lem, this model is necessary a simple one. First, it is
discontinuous—equitibrium is achieved from one phase to the
next by a sudden change in ratios and relative prices—whereas in
reality the adjustment is continueus. Second, we have assumed
that the surplus value was accumulated in toto. This assumption
excludes from the model the necessary condition for the repro-
duction of the bourgeoisie, which is obviously absurd. However,
this absurdity does not hinder the demonstration of the unilateral
aspect of the question concerned. Here a digression may be
useful to throw light on some aspects of the problem; reduced in
this way, does our model describe a “'pure'’ capitalism without
capitalists, that for example of an abstract state? The answer is
no, since capitalism would then have the characteristic that capi-
tal would not be both social and individual (fragmented) but only
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social, 1t is a new mode of production, and for this reason I have
described the Soviet mode as sui generis.! The dominant state
class must certainly consume a proportion of the surplus value to
reproduce itself. But with the disappearance of capital circula-
tion, the law which determines this proportion is different from
that which characterizes the capitalist mode.

The assumptions also give us a high growth rate: the GDP
doubles from one phase to the next (in cases 1, 2, 4, 5) thanks to
the *‘saving’ of a high proportion of the product (between 25
percent and 30 percent according to the case). We could have
come closer to realistic assumptions by considering the propor-
tion of the surplus value consumed to be such that the “*saving
rate’” would be about 20 percent of the GDP, by considering a
different ‘“‘resource’’ allocation between the two Departments,
and adequate rates of improvement of productivity (9 and p), in
‘order to obtain for example, a doubling of the GDP from one
phase to the next. Each phase would be considered to last about
ten years (or an annual rate of growth of 7 percent), this period
corresponding to the period of gestation of investment decisions,
obsolescence of equipment and, formerly, that of the economic
¢cycle. The model would have been *‘realistic’” but in no way more
illuminating.

—September 1973
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