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The inquiry into this question would be an inquiry into 
what the economists call Previous, or Original Accurnula- 
tion, but which ought to  be called Original Expropriation. 

- Karl Marx, 
“Wages, Price and Profit” (1969:56) 

Indeed, the booty brought back by Drake in the Golden 
Hind may fairly be considered the fountain and origin of 
British Foreign Investment. Elizabeth paid off out of the 
proceed the whole o f  her foreign debt and invested a part o f  
the balance (about i42,OOO) in the Levant Company; 
largely out of the projits of the Levant Company there was 
formed the East India Company, the profts of which 
during the seventeenth and eighteenth centuries were the 
main foundation o f  England’s foreign connections; and so 
on. . . , this is quite sufficient t o  illustrate our argument
. . , that the greater part of the fruits o f  the economic 



progress and capital accumulation of the Elizabethan and 
Jacobean age accrued to  the profiteer rather than to  the 
wage-earner. , , . Never in the annals of the modern 
world has there existed so prolonged and so rich an oppor- 
tunity for the businessman, the speculator and the prof 
iteer. In these golden years modern capitalism was born. 
. . . Thus the rate at which the world's wealth has 
accumulated has been far more variable than habits of 
thrijt have been. , . . I t  is characteristic o f  our historians 
that, for example, the Cambridge Modern History should 
make no mention o f  these economic factors as moulding the 
Elizabethan Age and making possible its greatness. . . , 
We were just in a financial position to afford Shakespeare 
at the moment when he presented himself? . . . It  would 
be a fascinating task t o  re-write Economic History, in the 
light of these ideas. 

- John Maynard Keynes, 
A Treatise on Money (1930) 
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Preface 

I think authors ought to  look back andgive us some record 
o f  how their works developed, not because their works are 
important (they may turn out to  be unimportant) but 
because we need to know more of the process of history- 
writing. Historians today generally recognize, like social 
scientists, that their scholarship is an activity in which 
they are themselves participants. Writers o f  history are 
not just observers. They are themselves part of the act and 
need to  observe themselves in action. Their view of what 
“really” happened is JilteredJirst through the spotty and 
oft en hit-or-miss screens o f  available evidence, and second 
through the prisms. of their own interest, selection, and 
interpretation ofthe evidence they see. The result can only 
be an imperfect approximation. Fortunately, no one has 
to regard it as the last word. Once an author looks back at 
what he thought he was trying to do, many perspectives 
emerge. Foremost is that ofignorance, at least in my case. 
A book that to its author is a mere antechamber to  a 
whole unwritten libra y, bursting with problems await- 
ing exploration, may seem t o  his readers to  have a solidity 
which shunts their research elsewhere. It is useless to assure 
them that the book is really full  of holes. 

-John King Fairbank, 
Trade and Diplomacy on the China Coast (1969) 

In this preface, I shall first try to look back and give some record of 
how this work developed, before saying something about what this 
book is about. In a way, I shall reminisce and dialogue in my o’wn 
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12 Preface 

way with this book on history, pursuing problems of today and not 
of yesterday. 

In the preface to Capitalism and Underdevelopment in Latin America, 
dated nine years ago today (July 26, 1965) I wrote about: 

the need in the underdeveloped and socialist countries for the develop- 
ment of a theory and analysis adequate to encompass the structure and 
development of the capitalist system on an integrated world scale and to 
explain its contradictory development which generates at once eco- 
nomic development and underdevelopment on international, national, 
local and sectoral levels. (Frank 1967: xv) 

That book itself, of course, did not intend or pretend to fill this need. 
It sought, as the same preface further states, only to provide the 
historical context-or perhaps to propose an approach which places 
Chile and Latin America in the historical context-in which con- 
temporary “underdevelopment” should be studied and from which 
certain political conclusions could and should be drawn. This ap- 
proach, which encompasses my own later writings along with 
thousands of others on Latin America, became associated with the 
“new dependency” school of theory and praxis that emerged in Latin 
A4merica during the 1960s. These writings were, if I may quote this 
time from the preface of my second book, Latin America: Underde- 
velopment or Revolution, “the expression of the changing times and 
problems that gave them birth, filtered through the also-changing 
prism of the author’s and others’ conscientization and understanding 
. I . [in the] attempt, like millions of others, to assimilate the Latin 
American Revolution and the inspiration it finds in the Cuban Revo- 
lution” (Frank 1969: ix). 

Beginning in 1967, simultaneously with, if not directly in re- 
sponse to, Che’s call for “two, three, many Vietnams,” and in 
collaboration with my friend, comrade, and colleague from India, 
Said A. Shah, I sought to apply or extend this “dependency” ap- 
proach to the study of underdevelopment in ,4sia, the Middle East, 
and A4frica, as well as Latin America. Since we ourselves did not 
know enough to write a book encompassing all these areas of the 
world (and their relations with the “metropolis”), we undertook to 
edit a reader or anthology assembling other people’s writings on 
underdevelopment. Unlike other readers, this one did not intend to 
be representative of anything or anybody, but rather sought to use 
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existing partial analyses to construct, as in a jigsaw puzzle, an 
emergent “dependence approach,” or even “theory,” distilled out of 
the bits and pieces of experience from each of these areas of ):he 
world, and from subcontinents within them, such as India. Volume I 
of this projected two-volume reader was to be historical and, based 
on the proposition that “theory is history,” it tried to show 1:he 
development of underdevelopment in each of these areas taken sepa- 
rately, in order to conclude that underdevelopment is the product of 
capitalism. Volume I1 was to be contemporary and, analyzing im- 
perialism, class structure, politics, and ideology, it sought to con- 
clude that the only way out of underdevelopment is through national 
liberation. * 

In 1969, after some reformulations of “dependence” in Latin 
America published as Lumpenbourgeoisie: Lumpendevelopment, I un- 
dertook to write a theoretical introduction to the historical volume 
(I) of the underdevelopment reader, attempting to formulate The 
dependency thesis on a tricontinental scale. The fifty-page first 
draft, however, exceeded the bounds of an introduction, a t  least in 
length. Moreover, the second draft (expanded to one hundred pages 
in the process of grappling with certain theoretical problems) also 
began to exceed the scope of an introduction to the theory of depen- 
dence in that it sought to deal with the determination of the modes of 
production in the periphery by the exchange relations between the 
periphery and the metropolis. Several friends read and criticized this 
draft, a.nd two critiques in particular determined the reformulations 
in the third draft. One was that of Giovanni Arrighi, who wrote 
(as he further developed in t\vo articles [1970, 19721) that I had 
inverted the direction of determination: as Mao observed in his 
essay, On Contradiction, from the same external heat applied to a 
stone, nothing emerges, while from an egg a chicken is born-thus 
the internal contradictions in a thing, and not its external env‘ ircin- 
ment, are determinant in its development. Similarly, Arrighi iar- 

* Volume I \vas completed in 1969, but to this date it has not been published, since 
progressive (and therefore financially impoverished) publishers found the book, which 
consisted of eighty-eight selections, including many translations, on nearly 1,000 
pages, too expensive to produce, while commercial and university publishers refused 
on the same grounds, but also had political objections against its publication. Volume 
I1 was never completed. 
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gued, it is the “internal mode of production” that determines the 
“external exchange relations,” and not lice versa, as I had main- 
tained for the underdeveloped areas (circulation determining pro- 
duction in the periphery of the capitalist system, as Ruy Mauro 
Alarini would later formulate it in “dialectics of dependence” [ 19731). 
The other most influential critique lvas that of Samir ,Amin, who 
wrote that in treating dependence separately in Asia, the Aliddle 
East, and Latin America (as was done in the anthology itself) I was 
not only looking a t  the rest of the world with Latin American eyes, 
but also neglecting the historical stages in the development of 
capitalism and the differences among dependent modes of produc- 
tion that were the result, for example, of Latin America’s incorpora- 
tion into the process of capital accumulation in the sixteenth cen- 
tury, and of part of Africa’s incorporation in the twentieth century. 

The third draft* completely abandoned the idea of an introduc- 
tion, both in length and in scope. Instead it tried to contribute to 
“the development of a theory and analysis adequate to encompass 
the structure and development of the capitalist system on an inte- 
grated aorld scale,” for Lvhich I had pleaded five years earlier. This 
draft was a short history of world capitalist development from the 
transition from feudalism to the early t\ventieth century and made 
the traditional distinctions, demanded by Amin, between mercan- 
tile, industrial capitalist, and imperialist stages. In it, I sought to 
analyze the transitions betu een these stages, while a t  the same time 
rising to the challenge of, if not accepting, the argument of Lk-righi 
(and increasingly of other critics of “circulationism”) by undertaking 
an analysis of the mutual (dialectical?) relations between the changing 
“external” (but \I ith respect to the capitalist system still internal) 
relations of exchange and the transformations of the relations of 
production “internal” to each of the major regions of the M orld at each 
of the three historical stages of capitalist development on a world 
scale. Prompted in part by an assignment to contribute to the 
“comparative study of AAmerican societies,” I devoted particular 
attention to the comparative analysis of the relations between differ- 
ing exchange and productive relations in various parts of the 

* One hundred fifty pages, presented to the Thirty-ninth International Congress 
of Americanists’ meeting in Lima in ..\upst 1970 under the title “Toward a Theory 
of Capitalist Underdevelopment.” 
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Americas during the mercantile period, with special attention to 
New England. 

After the publication of Arghiri Emmanuel’s Unequal Exchange, 
and the reading in draft form of Amin’s Accumulation on a World 
Scale, I devoted renewed attention to problems of international ex- 
change and their relations to the development of the internal market 
in the imperialist period. Moreover, stimulated by S. B. Saul’s 
Studies in British Overseas Trade 1870-1914 (1960) and FoIke 
Hilgerdt’s Network of World Trade (League of Nations, 1942), I 
inquired particularly into the importance of multilateral trade imbal- 
ances and the contribution of the underdeveloped countries’ mer- 
chandise trade surpluses (but balance of payments deficits) in 1 he 
process of world capital accumulation and international invest- 
ment.* The confused and transitional nature of this draft, which 
reflects my struggle with the “internal production-external exchange” 
problem and straddles my earlier concern with regional “undertle- 
velopment” and emergent concern with “accumulation” on a world 
scale, induced me to withhold it from publication (although the 
mimeographed version was cited as an “advance” by Ernest Mandel 
and Samir Amin, among others) pending the constantly felt need to 
revise it as soon as possible. After partial revision of the more 
theoretical sections of this 1970 manuscript, I have decided to exclude 
them from the present book and to publish them, together with so’me 
short historical sections, as a separate but complementary book 
under the title Dependent Accumulation and Underdevelopment. 

At the same time, I exhumed my first book-length work on 
the problem, “On Capitalist Underdevelopment” (1979, which was even 
more primitive, since it had been written as early as 1963. The 
required revisions, how ever, would have amounted to a new book, 
and this new book had already been written in the 1970 draft, which 
itself was still in need of re\ ision. Other matters and events (not least 
among them the 1970-1973 Popular Unity government in Chile, 
where I had been living since 1968), delayed the revision of the more 
historical material again and again-but permitted a further evolution 
of my concerns-until the third draft of the 1970 manuscript was 
again revised in 1973. 

*This study, in subsequently revised form, is now separately entitled “Multi- 
lateral .Merchandise Trade Imbalances and Cneven Economic Development.” 
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In the resulting fourth draft (the present book), the historical 
account goes only as far as 1789 (1793 in India), but the historical 
treatment of the mercantilist period has been expanded and 
deepened from 20 to 250 manuscript pages in six chapters. The 
historical period now emphasizes (perhaps even overly so) the cyc- 
lical and crisis-ridden process of world capital accumulation, with 
special reference to the differing participation of various “underde- 
veloped” areas of the world at different times in this historical 
process. I intended to take this account up to the present, and indeed 
into the foreseeable future of another major and long crisis in capital 
accumulation. However, progress was slow and time became short, 
particularly for the ,411ende government in Chile. So I decided to 
stop at the Industrial Revolution, adding a theoretical account that 
goes beyond that time. 

Thus I have to leave for the future both the later period and a 
treatment of the unequal structure and uneven process of capitalist 
development (and underdevelopment) from the Industrial Revolution 
to the present economic and political crisis of capitalism. A4t the same 
time, I shall be able to follow (and pass on) the good advice of John 
K. Fairbank, which I had not learned to follow when I was writing 
the first four drafts: “Never try to begin at the beginning. Historical 
research progresses backward, not forward. . . . The rule seems to 
be, if you want to study the mid-period . . . begin a t  the end of it 
and let the problems lead you back” (Fairbank 1969: ix). My concern 
(as the prefaces to earlier books testify) has always been with the 
present and future, the problems of which have led me back to their 
previous history. I now realize that in order to progress at all not 
only the concern for, but also the analysis and the writing of, history 
must progress backward, not forward, pursuing problems that are 
problems of today. 

Since I was ignorant of Fairbank’s rule, the present work is a 
historical account of the process of capital accumulation, centered in 
Western Europe but increasingly encompassing other parts of the 
globe, beginning around 1500 and ending in 1789. I was obliged by 
circumstance, however, to follow Fairbank‘s rule unwittingly and to 
back up momentarily to the twelfth, thirteenth, and fourteenth 
centuries. Part I thus examines the sectorally unequal and tempor- 
ally uneven process that was already occurring at that time and takes 
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the account up to the Glorious English Revolution of 1688-1689, 
which is taken as a political mark of transition to a new epoch. Chap- 
ter 1 , “The Sixteenth-Century Expansion,” relates the transition 
from feudalism in parts of Western Europe to both the simultaneous 
development of “second serfdom” in Eastern Europe and the incor- 
poration of large parts of the S e w  World into a single world process, 
including the expanded production of silver through the total trans- 
formation of the indigenous relations and modes of production of the 
New World. It is observed that, a t  the same time, trade relations 
were expanded with the Far East without as yet substantially affect- 
ing the A4siatic mode of production there. Chapter 1 concludes with 
an analysis of the consequences of this transformation and expansion 
for the process of so-called primitive accumulation of capital in 
Western Europe and other parts of the world. Chapter 2 ,  ‘The  
Seventeenth-Century Depression,” continues the analysis of ac- 
cumulation by examining the long contraction and reorganization of 
economic activity and the accompanying political transformations 
that were reflected in the “decline” of the Mediterranean regions, the 
short-lived commercial ascendancy of Holland, and the development 
of manufacturing in England, as well as the more autonomous 
development of large parts of Asia, Africa, and Latin America. 

Part I1 examines the political economy of rivalry and war, particu- 
larly between Britain and France, against the background of the 
major economic fluctuations or cycles until the Peace of Paris in 
1763. Chapter 3 analyzes the Brazilian gold rush and its use by 
Britain through the latter’s special relationship with Portugal, the 
eighteenth-century development of the sugar plantations in the 
Caribbean, and the associated slave trade and its repercussions in 
Africa. Chapter 4 reviews the transformation of productive, com- 
mercial, and social relations in India through the conquest of politi- 
cal power by Britain after the Battle of Plassey in 1757. The simul- 
taneous and related depression elsewhere between 1762 and 1789 is 
interpreted in Chapter 5 as the immediate determinant or detonator 
of the American and French revolutions, as well as the immediate (if 
not the “final”) cause of what has since come to be known as the 
Industrial Revolution. The historical account ends in Chapter 6 with 
a review and some attempt to account for the way in which the 
commercial revolution, including the triangular and slave trades 
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with the colonies and the commercial wars on their account, com- 
bined with the technological developments and transformations in 
productive relations over the eighteenth century as a whole, to 
culminate in a crisis for the process of capital accumulation, out of 
which, beginning in the 1760s, developed the Industrial Revolution. 

The more abstract analysis of two sets of theoretical problems 
examined in earlier drafts of the present book have been placed in 
Dependent Accumulation and Underdevelopment. One of these involves 
the question of why different New World colonies took off in 
different directions of development and underdevelopment as early 
as in colonial times. By comparing the combinations of internal 
productive relations and external exchange relations of the mining 
economies of Mexico and Peru, the yeoman farming areas in the 
Spanish possessions, the plantation systems in Brazil, the Carib- 
bean, and the (later) U.S. South, and the special case of New 
England, I argue that the combination of colonial productive and 
exchange relations made for the beginnings of the development of 
underdevelopment and that the absence of these colonial relations 
through “benign neglect” was necessary but not sufficient to permit 
the development experienced by hTew England, but not by other 
yeoman societies. What further distinguished New England was its 
particular “semi-peripheral” intermediate (Wallerstein’s terms) or 
“proto-subimperialist” insertion and participation in the process of 
world capital accumulation, associated with its particular role in the 
triangular trade, which permitted an important merchant capital 
accumulation and its subsequent investment in industrialization in 
the New England and Middle Atlantic colonies. 

The other set of theoretical problems concerns the development of 
the internal market, especially in its relation to the international 
division of labor and the domestic relations of production. What 
determines the development of the internal market, and why did it 
develop at some times and places and not in others? LVhat are the 
relations between the production and export of raw materials and the 
development of an internal market and domestic production of man- 
ufactures and capital goods? These questions are analyzed by (1) 
critically examining some unsatisfactory classical, neoclassical, and 
reformist international trade theses on comparative advantage free 
trade, and the terms of trade; ( 2 )  discussing the extent and formation 
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of the internal market in terms of the “dualism” thesis, the staple 
theory, linkages, infant industry and import substitution policies, 
and technological gaps; and (3)  examining the internal market in 
relation to sectoral divisions and class interests in the process of 
capitalist production and accumulation. 

The aim throughout the present book has been to devote attention 
to different areas of the world and particular periods in the process 
roughly in proportion to the importance they had in and for tlie 
world process of capital accumulation. Thus, the Spanish American 
silver mining regions receive more attention in the sixteenth century 
and again a t  the end of the eighteenth century than the:y do in the 
intervening time, in which they played a minor role. Gold mining Ln 
Brazil and its importance for Portugal and Britain are examined for 
the half-century before 1760, in which they were particularly cru- 
cial. Discussion of the plantation economies of the Caribbean and 
the associated Atlantic slave trade is, however, largely (confined 1 o 
Chapter 3 ,  even though they existed prior to their eighteenth-cen- 
tury culmination. Thus, particular parts of Asia and ;Ifrica are 
examined if and when they come to hate a substantial function in, or 
assume a particular relex ance for, the global process of accumula- 
tion. For this reason also, Japan, China, and Russia, which played 
yirtually no role in this process before the late eighteenth century or 
later, are hardly discussed. Sonetheless, some areas are also ne- 
glected more than they deserve, in proportion to their role in the 
process. Russia, for example, which was marginalized for a lorig 
time, did eventually enter the process, but it is not examined here. 
JIuch of Eastern Europe receiles scarce attention after the seven- 
teenth century. The Turkish and ,Arab areas, after “imoluting” in 
the seventeenth century, also drop out of the account, along wii h 
Germany, and France receibes less analysis than it deserves. Certain 
periods, especially the seventeenth century and the period of crisis 
after 1762, as well as particular decades within these, receive prefer- 
ential treatment, proportional to what I consider to be their impor- 
tance. But other periods of crisis, in the sixteenth century and 
before, are barely examined. These holes in the account are due to 
the inadequacy of the literature available to me, or simply to my 
ignorance, and to my inability to pursue this work further after tlie 
coup in Chile in 1973. 
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Perhaps more important than the relative coverage, and most 
important from a historiographic or theoretical point of view, is the 
time, or timing, perspective used in this analysis: an attempt is made 
throughout to examine the whole of the accumulation process and 
world system a t  each significant point in time and to analyze how 
different events in various parts of the same world process and single 
world system influence or even determine each other at that point in 
time. Thus, for example, the discussion of the American Revolution 
in Chapter 5 notes how the Indian famine of 1770-1772, brought on 
by the rape of Bengal that the British had been carrying out since the 
Battle of Plassey in 1757, threatened the British East India Company 
with bankruptcy. The company’s subsequent petition to parliament 
for aid, which-after Clive’s replacement by Hastings in 1772-they 
received in the form of the Tea Act of 1773, in effect granting them 
monopoly privileges to dump tea on the A4merican market, provoked 
the Americans to dump the same tea in Boston Harbor. This and the 
subsequent British reprisal for damages in the Intolerable and Quebec 
Acts of 1774 were instrumental in leading to the American Revolution 
of 1776. More fundamentally, the discussion of the period from 1763 
to 1789 in the same chapter seeks to analyze how the events leading to 
the American and French revolutions were related to each other, to 
developments in the Iberian empires in the Americas and in the 
Caribbean plantation economies, and to events in India, which after 
the exclusion of the French “replaced” the accumulation from the then 
declining Caribbean sugar plantations; and how7 all of these processes 
were mutually related and partially determined through the crisis of 
accumulation in Europe, including the related agricultural enclosures 
and Industrial Revolution in Britain. 

Throughout this book the attempt is made to examine successively 
simultaneous historical events and to analyze the processual or 
systemic connection between them in different parts of the world at 
the same time, that is, in the same decade or year, and particularly 
during the same period of crisis. Implicit, if not explicit, in this 
approach is the supposition of the existence of systemic connections 
in a single historical process by the sixteenth century, if not earlier. 
For example, the relation between the production of precious metals 
in the Almericas and the oriental trade by way of the inflation in 
Europe and the decline of serfdom in its western regions, as well as 
the rise of the “second serfdom” in its eastern parts, is analyzed in 
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Chapter 1. This approach examines not so much the past as the 
historical process. The author considers this emphasis on the exam- 
ination of different parts of the world a t  the same time to be the 
historiographically most significant approach to the writing and 
understanding of history, past, present, and future. This emphasis on 
the examination of production, distribution, political and military 
power, social institutions, culture, religion, ideology, etc., in their 
simultaneous mutual interconnections distinguishes this approach to 
history from others that examine a single place or problem a t  differ- 
ent times, and especially from those that go so far as to argue that: 

In this study, there is no such thing as a uniform temporal medium: 
for the times of the major Absolutisms . . . were, precisely, enor- 
mously diverse . . . no single temporality covers it. . . . [On the 
other hand] such fundamental phenomena as the primitive accumula- 
tion of capital . . . the advent of industrialization-all of which fall 
well within the formal compass of the “periods” treated here, as con- 
temporaneous with various phases of Absolutism in Europe-are not 
discussed or explored. Their dates are the same: their times are sepa- 
rate. (r2nderson 1974: 10) 

Although the value of different approaches in the historical div i- 
sion of labor is obvious and I have only benefited from the others in 
the preparation of this study, such a rejection of the historical 
process as “chronological monism” in which “events or institutions 
appear to bathe in a more or less continuous and homogeneous 
temporality” must be rejected in turn. Anderson’s apparent attempt 
to make historiographic virtue out of empirical necessity when he 
argues that the historical times of events are different though their 
dates may be the same must be received with the greatest of care-- 
and alarm. For however useful it may be to relate the same thing 
through different times, the essential (because it is both the most 
necessary and the least accomplished) contribution of the historian to 
historical understanding is successively to relate different things and 
places at the same time in the historical process. The very attempt to 
examine and relate the simultaneity of different events in the whole 
historical process or in the transformation of the whole system-- 
even if for want of empirical information or theoretical adequacy it 
may be full of holes in its factual coverage of space and time-is a 
significant step in the right direction (particularly a t  a time in which 
this generation must “rewrite history” to meet its need for historical 
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perspective and understanding of the single historical process in the 
one world of today). 

Beyond the omissions of fact, this book is really full of holes of a 
much greater theoretical importance. It is bursting with a whole 
unwritten library awaiting exploration, and with respect to 
which-at least in my case-the foremost perspective is ignorance. 
Therefore, at the last minute I have added a long theoretical conclu- 
sion and euphemistically called the holes of my ignorance questions 
that remain unresolved. Although they arise out of the examination 
of the process of capital accumulation in the text, often these ques- 
tions, not to mention their answers, are perhaps conspicuous by the 
absence of their treatment in the text itself. These questions concern: 
(1) the transitions and relations betn een so-called primitive, pri- 
mary, and capitalist accumulation; ( 2 )  the extension of capitalist 
accumulation of capital in view of its unequal structure of produc- 
tion, circulation, and resolution; ( 3 )  the uneven process of accumula- 
tion as manifested in its stages, cycles, and crises; and (4) the class 
struggle over accumulation through the state, war, and revolution as 
well as the relation between infrastructure and superstructure 
through ideology, culture, and scientific or technical progress. In 
posing such questions I am inviting the reader not only to drau on 
the perspectives from his or her own experience and concerns in 
reading this book, but also to read it from a \antage point of a 
theoretical perspective that the author in large part did not possess at 
the time of writing it. On the other hand, the theoretical conclusion 
serves, once again, to emphasize explicitly a political perspecti\ e that 
did guide the writer, and that I hope will guide the reader. This 
perspective is that of hlarx’s twelfth thesis on Feuerbach-the point 
is not simply to interpret the world, but to change it-and the 
relevance of this point to a sort of sociohistorical Heisenberg princi- 
ple of indeterminacy: How does interpreting the world also change 
it? How does the study of history make it? More specifically-since 
a rendition of the past need not be historical, and history does not 
end with the past-how does, can, and should historical knowledge 
of the past intercede in the praxis of the present to affect the course 
of history in the future? These questions informed this inquiry into 
the history of capitalism; they occasion my audacity to present it, 
and even more so only half of it,  in published form; they underly the 
writing of this preface and the conclusion; and it is the author’s 
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intent that these questions should be explicit in every reader”s 
dialogue with this book, be it each in his or her own way . . . 
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Chapter 1 

The Sixteenth-Cen tu vy 
Expansion 

The discovery of America, and that of the passage to the 
East Indies by the Cape of Good Hope, are the two 
greatest events recorded in the history of mankind. Their 
consequences have already been very great; but, in the 
short period of between two and three centuries which has 
elapsed since these discoveries were made, it is impossible 
that the whole extent of their consequences can have been 
seen. What benejts, or what mzsfortunes to mankind may 
bereafter result from those great events, no human wisdom 
can foresee. By uniting, in some measure, the most distant 
parts of the world, by enabling them to relieve one 
another’s wants, to increase one another’s enjoyments, and 
to encourage one another’s industry, their general ten- 
dency would seem to be benejcial. To the natives, how- 
ever, both of the East and the West Indies, all the commer- 
cial benejts which can have resulted from those events 
have been sunk and lost in the dreaa!jiul mi$ortunes which 
they have occasioned. 

--Adam Smith, A n  Inquiry into the Nature 
and Causes of the Wealth of Nations (1776) 

The discovery of America, the rounding of the Cape, 
opened up fresh ground for the rising bourgeoisie. The 
East-Indian and Chinese markets, the colonization of 
America, trade with the colonies, the increase in the 
means of exchange and in commodities generally, gave to 
commerce, to  navigation, to  industry, an impulse never 
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before known, and thereby to the revolutionary element in 
the tottering feudal society, a rapid development . . . 

-Karl Marx and Friedrich Engels, 
The Communist Manifesto (1 848) 

1. The World to 1JOO 

Hominid beginnings may go back some 15 million years; and 
according to recent work in Africa the earliest evidence of humanlike 
creatures dates from about three and a half million years ago. By the 
fifteenth century, humans numbered perhaps some 500 million, 
organized by a large variety of modes of production, cultures, and 
civilizations. These codetermined the socioeconomic formations that 
would emerge and are still emerging from capitalist transformation, 
and indeed they helped to determine at which historical time each 
would enjoy or suffer that transformation. 

,4frica, where so far as we know people first worked iron, had 
already witnessed the rise and decline of many great empires. These 
included the empire of Sudanese Ghana in the tenth century, the 
empire of Mali between the elel enth and thirteenth centuries, ruled 
by Muslim converts and still famous for its Timbuktu, the empire of 
Middle Niger Songhay in the fifteenth and sixteenth centuries, and 
farther south the empire of Benin, famed for its iron-working and 
art. Long-distance trade by overland caravan and migrations into 
West Africa and East Africa had been substantially organized by the 
,Iluslims, and Chinese sea-faring galleons had been trading with East 
Africa. The inhabitants of these parts of Africa, as well as in the 
region toward the South, ranged from the most primitive tribesmen, 
such as the Bushmen, to great civilizations, which by the sixteenth 
century were substantially in decay (Davidson 1959; Rodney 1967; 
Hargreares 1967; rlmin 1974). For these societies .Amin has pro- 
posed the term “African mode(s) of production.” 

For eight centuries Arab civilization had been spreading from the 
Middle East, not only to Sor th  and Sub-Saharan ‘Africa and parts of 
Southern Europe and the Balkans, but also into South Asia and 
much of Southeast Asia. Arab culture had flourished and enriched 
the human heritage more than any other, except perhaps that of 
China. In China civilization had flourished for about five millenia 
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before the first known European visit, by Marco Polo. The Chinese 
had expanded their influence into Southeast Asia and had mairi- 
tained overland contacts with the West through their Mongol con- 
querors long before the Portuguese arrived in Canton by sea in 15 14.. 
In the early fifteenth century, China had dominated ocean trade 
with Africa, sending out 28,000 men in fleets of over sixty ships, 
some of them nearly four times as long and seven times as wide as  
the flagship of Columbus. Yet the people of China, who numbered 
60 million in 1400 A . D . ,  remained primarily agricultural and failed t o  
develop their overseas trade, which came to a halt after 143 3 .  AAs late 
as 1793, the emperor of China would inform the king of Britain, 
George 111, “,As your Ambassador can see for himself, we possess all 
things. I set no value on objects strange or ingenious, and have no 
use for your country’s manufactures.” 

The Japanese had accepted but modified Chinese civilization, 
Confucianism, and Buddhism; but in the thirteenth century they 
repelled the Mongol invasions, and the Tokugawa regime, estab- 
lished in 1603, resisted the presence of Portuguese and Spanish 
traders and missionaries, who had established themselves in Japan i n  
the sixteenth century. They expelled more than 10 million inhabit- 
ants in 1603 and banned the Iberians in 1624 and again in 1637. By 
prohibiting Japanese foreign travel abroad after 1636, and permitting 
only moderate trading with the Dutch and the Chinese, the To- 
kugawa regime isolated Japan in what \vas perhaps the only regime 
outside Europe that can legitimately be termed feudal-until the 
arrival of Commodore Perry in 1854 and the Meiji Restoration in 
1868. 

Southeast Asia, and especially the Indonesian-Philippine ar- 
chipelago, in contrast to Japan, had been the scene of intensive local 
production and extensive ocean trade long before the Portuguese 
arrived in A4alacca in 151 1 (M‘ertheim 1964; Furniball 1944, 1948; van 
Leur 1955; Geertz 1963; Buchanan 1968). This trade was carried on 
not only by foreign traders such as the Arabs, Chinese, Indians, and 
others, but also by the inhabitants of Southeast *\sia themselves, 
principally the Siamese and Javanese. 

A4oghul-conquered India under a4kbar was the principal historical 
source of what Marx came to call the A4siatic mode of production (as 
distinct from the Germanic, feudal, and of course later capitalist 
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modes of production). The bulk of the population lived in village 
communities, each of which was a functionally integrated agricul- 
tural and handicrafts economy based on the communal ownership of 
land and on well-defined individual productive and social respon- 
sibilities. After the Moghul conquest these communities were forced 
to pay tribute to the conquering state, a practice characteristic of the 
earlier “hydraulic societies” in the Middle East and elsewhere. But 
like these earlier societies, the Moghul state also redistributed (in 
Polany i’s terminology) locally collected tribute to the tribute-paying 
communities through the support and organization of public works 
that were often essential to their existence. The zamindaris, tra- 
ditional landowner-cultivators, were first promoted by the Moghuls 
to serve as tax-collecting intermediaries between the Moghul rulers 
and the Indian communities, and later converted by the British into 
large private landlords. Thus the Moghul conquest of India and the 
exaction of tribute from Indian producers did not, in contrast to later 
capitalist development, fundamentally alter the existing mode of 
production, which remained substantially the same while the nelv 
rulers skimmed the cream off the top. Whether the internal degener- 
ation of Aloghul rule in the seventeenth century and the “evolution” 
of Indian society would have developed independently into 
capitalism has been the subject of much inconclusive debate. In any 
case, India was to be incorporated into world capitalist development 
(Marx 1964; Kosambi 1956, 1969; Sen 1962; Hobsbawm 1964a; 
Godelier 1969a; Bartra 1969). 

Russia, or Nolgorod, at the beginning of Ivan 111’s rule in 1462, 
covered some 430,000 square kilometers. By 1533, it already con- 
trolled 2.8 million square kilometers and its population numbered 
around 10 million people. During the rule of Ivan the Terrible from 
1533 to 1584, all of European Russia east of the Urals was brought 
under hluscovite domain, although the Crimean Tartars would not 
be subdued until the time of Catherine the Great in the eighteenth 
century. Yermak began the conquest of Siberia across the Urals, 
campaigning between 1581 and his death in 1584. Thus, by the end 
of the sixteenth century, the territory of Russia had doubled, to 
about 5.4 million square kilometers; but the population did not 
increase by more than about 2 million. In the same year as Yermak‘s 
death (1584), Sir R’alter Raleigh landed on the North Carolina coast 
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of North ,America. Only sixty-four years later, the Russians had 
reached the Pacific, and one year later, in 1649, they reached the 
Bering Straits a t  the far eastern tip of Asia, over 7,000 miles overland 
from Moscow. Then they drove down into the Amur Valley toward 
China, from whence they imported tea (sha in Russian as in Por- 
tuguese) which would become the national drink of Russia no less 
than of England. In 1622, the Russian population in Siberia was no 
more than 23,000, and it grew to 105,000 in 1662, out of a total 
Siberian population of some 400,000. By 1763, a century later, the 
Russian population in Siberia had quadrupled, to 420,000. In  the 
meantime the European and African populations of North America 
had risen to over 2 million, but their settlement was confined to the 
region east of the =\ppalachians (the -American Urals). Not until 
nearly a century later would the Americans settle on the Pacific, 
only 3,000 miles away, purchasing Alaska from the Russians who 
had reached California before them. (.All population figures in this 
paragraph are drawn from Stavrianos 1966a: 156.) 

The S e w  World-new to the Europeans at the time of their 
arrival or “discovery” a t  the turn of the sixteenth century-- 
presented socioeconomic, cultural, and political formations as varied 
as those in Africa, or more so. The most recent estimates place the 
preconquest population of all the Lhnericas at approximately 100 
million people, which is double or triple that of earlier estimate; 
(Borah 1962; Cook and Borah 1960). Of these inhabitants only about 
1 million, divided into numerous nations and tribes, lived in the 
present areas of the United States, Canada, and the dry regions of 
northern Mexico. Possibly less than 1 million inhabited the islands 
and southern shore of the Caribbean (Sauer 1966; Mintz 1966), and, 
similarly, probably less than 1 million people lived in all of present- 
day Brazil and the ,imazonic regions of the Andean countries. Still 
less inhabited the south of present-day AArgentina and Chile. \Tith 
minor exceptions, none of these “Indians” (as Columbus mistakenly 
called them after having reached what he took to be the sought-after 
India), scattered over vast lowland territories and divided by count- 
less cultures, had developed any advanced technology or enjoyed 
any high civilization. Upon contact with the Europeans, their fate 
would range from extermination, as in the Caribbean; fighting re- 
treat, as in North America and some parts of South Xmerica where 
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the existence of open spaces logistically and ecologically permitted it; 
or temporary isolation where-and as long as-the Europeans or 
their mestizo descendants did not yet covet the Indians’ territories. 
Only in some cases was it possible to press these tribal Indians into 
temporary labor service for the Europeans, but with little success. In 
still fewer cases did these Indian tribes offer much technical assis- 
tance in agricultural or mining methods to the largely ignorant 
Europeans. 

The  large pre-Columbian Indian population was concentrated in 
three or four relatively small and mostly upland regions and grouped 
into a few high civilization empires. The Aztec empire, estimated to 
have counted 25 million subjects in the fifteenth century (Cook and 
Borah 1960), was centered on Tenochtitlan in the Valley of Mexico, 
after the Nahua, coming from the north, had conquered it and the 
surrounding region. Earlier the Toltecs had ruled at nearby 
Teotihuacan and then declined. In the late fifteenth century, it has 
been argued that the Aztecs were themselves in decline, possibly 
threatened by population pressure on their limited resources and 
area; certainly they were exploiting to the maximum their highly 
developed agricultural and irrigation technology, advanced science, 
and far-reaching trade (which did not however use the wheel for 
transport nor rely on real pack animals) (Katz 1966; Soustelle 1962; 
Wolf 1955, 1959). T h e  internal problems of the &Aztecs were aggra- 
vated by external problems with unsubdued or inadequately sub- 
dued neighbors, such as the Tlaxcalans, and in turn contributed to 
them. The  alliance of the Tlaxcalans with the Spaniards helped 
bring about the defeat first of the ,Aztecs and then of all indigenous 
people in the area (Gibson 1964). Farther to the south, in the area of 
present-day Oaxaca, lived the descendants of the former rulers of 
Monte I2lban, the Mixtec and Zapotec peoples, whose political 
subjection to the Aiztecs was still only tenuous, though they were 
tied to them by trade. In Yucatan and Central America lived the 
inheritors of part of the technology and culture of the Mayans and 
Olmecs who had suffered an apparently sudden and still unex- 
plained decline nearly half a millennium earlier (Ribeiro 1969, 1970; 
Zurita 1941; Phipps 1925). 

In South America, from their seat in the ,Andean Cuzco and their 
ritual capital of Machu Pichu, the Incas had only recently conquered 
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and subdued an area stretching several thousand miles from thr: 
equator well into present-day Chile and Bolivia. Their empire and 
civilization was still in rapid ascendancy when Pizarro arrived in 
15 3 2 .  In several aspects Inca society was more highly developed than 
even that of the Aztecs, including agricultural terracing and irriga- 
tion, mining and fishing, transportation (using the llama as a pack 
animal), and communication by courier, which they used to extend 
their conquest, dominion, and division of labor. Given more time, 
the Incas might perhaps have incorporated into their empire the 
adjacent highland peoples of present-day Colombia and Venezuela 
as well as the hymara of Peru and the Guarani of Paraguay. But 
instead they were quickly subdued by the conquering Spaniards, 
falling victim to surprise, superior military and naval technology, 
and internal dissension among rival pretenders to the throne (Stew- 
ard 1946-1950; Baudin 1956). 

The mode of production of these highly civilized pre-Columbian 
societies has sometimes been termed Asiatic. Their social bases were 
composed of village communities with communal landownership. 
These were subject to tribute to a higher state or conquering power 
which in turn provided for and organized much of the infrastruc- 
ture, although it also relied on state- or throne-owned land and direct 
exploitation of labor. Hence the application of the term Asiatic mod: 
of production is questionable; and certainly, immediately prior to the 
Spanish conquest, none of these societies were characterized by very 
long-term stability. Whatever .\siatic mode of production may have 
existed in the Americas was transformed virtually overnight into 
something else, but there is no doubt that the preexisting mode of 
production, technology, and civilization of these indigenous peoples 
literally formed the base of the mode of production which the 
conquerors erected on their shoulders (Ribeiro 1969, 1970; Bartra 
1969; Frank 1969). 

The dawn of the sixteenth century witnessed marked continuity 
with past developments, and yet during this century the world was 
to be revolutionized. It would be difficult to maintain that “one 
world” really existed at the time; but insofar as it did, the Mediterra- 
nean was its hub-with the Moslems on one side (or rather or1 
several sides) and some Southern Europeans on the northern shore 
Although the Moslems and the Europeans were linked by trade, 
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their commercial cooperation was exceeded by their armed conflict. 
The Moslems were still in ascendancy economically, culturally, 

and militarily, as they had been for centuries. They had taken 
Constantinople in 1453 and would beseige Vienna in 1529, although 
they had been expelled from Spain in 1492 after seven centuries of 
rule. Elsewhere in the world, however, three Moslem empires were 
in ascendancy and experiencing military, commerical, and cultural 
expansion. The Ottoman Empire dominated the Middle East and 
had expanded through much of North Africa and the African savan- 
nah country south of the Sahara. The Safarid empire ruled in 
Persia. early as the eighth century and again in the eleventh cen- 
tury, Moslems had advanced into India. In 1504, the Moslem 
Moghuls, under the leadership of Babur, captured Kabul in ,Afghani- 
stan and then went on to establish themselves in Hindu India. Their 
Indian domain was further extended and consolidated by Babur’s 
grandson, Akbar, who ruled from 1556 to 1605. Though the Mos- 
lems had also expanded into the Indonesian archipelago, they were 
primarily terrestial military powers and overland traders. As such, 
they had long dominated the spice trade between the Orient and 
Europe. Though European naval supremacy presented a challenge 
to the 3loslems in the sixteenth century, it was not until the seven- 
teenth century that it would begin to defeat them. 

‘4s to Europe, there remains considerable controversy among 
historians about this period of crisis in the fourteenth and fifteenth 
centuries. I agree with Pierre Vilar’s judgment that it is legitimate “to 
show how much the recent works of synthesis in France . . . recognize 
the universal andsocial character of the crisis and give them avague and 
confused interpretation” (CERM 197 1 :52). (Emphasis in the original) 
It is also legitimate to extend these remarks back to the year 1000 A . D .  

(and earlier) and to the studies undertaken outside of France. Henry 
Miskimin, himself one of the participants in this controversy, refer- 
ring to the same two centuries, summarizes the issues in the debate 
among Blum, Cipolla, Dobb, Kosminsky, Lopez, Miskimin himself, 
Parain, Pirenne, Vilar, and many others. 

One group of historians, which has acquired a good many new disciples 
in the last few years, points to declining trade figures reflected in toll 
and poundage accounts, to the precipitous decline in population, and to 
falling levels of domestic capital and industry, in order to show a period 
of depression or recession following the plague. Another group will 
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point to rising English cloth exports, to increases in the production of 
Italian silk, or to limited evidence of improved housing in order to find 
prosperity in the same period. Some will argue that the catastrophic 
slump in population after 1350 was steep enough to outpace decline in 
production, that there was a consequent increase in the per capita 
income level, and further that this is the only true measure of depres- 
sion or recession. The  full spectrum holds many more shades of opin- 
ion. (Miskimin 1964: 470) 

Wallerstein summarizes the  diversity of causes to which  the  Euro-  
pean downswing  dur ing  these t w o  centuries has been at t r ibuted.  

From about 1150 to 1300, there was an expansion in Europe within the 
framework of the feudal mode of production, an expansion at once 
geographic, commercial, and demographic. From about 1300 to 1450, 
what [had] expanded contracted, again at the three levels of geography, 
commerce, and demography. , . , There are three main explanations 
of the crisis. One is that it was the product essentially of cyclical 
economic trends. The  optimal point of expansion given the technology 
having been reached, there followed a contraction. The  second is that it 
was the product essentially of a secular trend. After a thousand years of 
surplus appropriation under the feudal mode, a point of diminishing 
returns had been reached. . . , The third explanation is climatologi- 
cal. The  shift in European metereological conditions Lvas such that it 
lowered soil productivity and increased epidemics simultaneously. 
(Wallerseein 1974a: 37) 

Wallerstein seeks i n  his own s tudy  to combine  these explanations. 
Vilar (1971: S I ) ,  on the  other  hand ,  after a similar s u m m a r y  of 
causative interpretations, calls fo r  the  development  of a ,Marxist 
interpretation in  terms of t h e  technological limitations imposed b y  
the  given forms of productive and  social organization and population 
levels. 

Wi thout  at tempting to resolve these controversies, and  still less to  
offer a more adequate interpretation, I will briefly summarize some 
of the tendencies, which,  despite regional variations, appear  to have 
been remarkably general to  Southern ,  Eastern,  and \Vestern Europe  
as a whole dur ing  the  five centuries or so preceding t h e  discovery of 
.America. 

A discussion of agrarian product ive a n d  social relations and  the  
problems of  transition f r o m  feudalism to capitalism appears later i n  
the  chapter .  B u t  to summarize briefly, dur ing  t h e  eleventh cen tury ,  
feudal relations were still in the  process of consolidation. The de- 
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velopment of tou ns and commerce was slow. This de\ elopment 
began more seriously in the twelfth century and accelerated particu- 
larly after the middle of the century and during the thirteenth 
century. This was the age of the Crusades against Islamic power and 
commerce. T h e  first Crusade took place in 1096-1097, the second in 
1147-1 149, the fourth, also known as the Venetian or Commercial 
Crusade, in 1202-1204, and the eighth in 1270-1271. During this 
period it is generally assumed that serfdom in general and labor 
senices in particular began their decline, although there is some 
evidence that partially contradicts this interpretation, as v e  ill see 
below, 

The  apparent demographic and productive decline of the four- 
teenth century has often been associated with the Black Death of 
1348-1349; but it had already begun nearly a half century earlier 
and was to last for more than another century after the Black Death. 
Not only did the population decline, but apparently so did prices, 
manufacturing, and agricultural production (Lopez and AIiskimin 
1962; Pirenne 1936). In \Yestern Europe, feudal landlords com- 
muted labor services to payments in kind and then commuted pay- 
ments in kind to payments in money, in response to an unprofitable 
market demand and faced \vith the necessity to make concesyion to 
peasants in times of labor scarcity. In Eastern Europe, the prospect 
of land and freedom in unpopulated and depopulated regions at- 
tracted German settlers (Blum 1957; Engels 1956). \5’hether per 
capita income declined or increased is the subject of controt ersy, but 
it is not inconceivable that these measures may ha\e increased the 
real consumption of some peasant sectors (see section 4 below). Such 
has been the experience in several later economic depressions; and 
such increases, as Cipolla et al. (1964) argue, \\auld not disprove 
but rather confirm the existence of generally depressive conditions, 
especially outside of agriculture. Similarly consistent with such a 
depression is Cipolla’s obserl ation that the price of precious metals 
and money increased, concomitantly with the decline of the price 
level in general. 

E\en more controtersial than the issue of the per capita income 
are the extent, intensity, and timing of the reco\ery at the end of the 
fifteenth century. This recovery seems to have \aried from one 
region to another after about 1450 and to have been delayed until the 
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early decades of the sixteenth century for some regions. Cataluna, 
for example, was suffering from economic and manufacturing de- 
cline at the end of the fifteenth century, while Valencia was not-- 
and Castile was already expanding and successfully challenged the 
hloors in reconquering the Iberian peninsula to the south (Vila]- 

Finally, and in terms of a hypothesis I shall advance in relation to 
the depressive periods of the seventeenth century, the post-1 76;! 
period, and later depressions until that of the 1930s and the 1970-- 
1980s, we may speculate on how absolutely and relatively depressive 
the Italian cities were a t  the turn of the fifteenth-sixteenth centuries 
and what consequences this may have had in stimulating the Renais- 
sance of Botticelli (1444-1510), Leonard0 da Vinci (1452-1519), 
Raphael (1483-1520), Michelangelo (1475-1564), and the political 
writings of Machiavelli (1469-1 527), who offered his political advice 
in The Prince during the French-Italian wars in 1516. 

The turn of the fifteenth century, which witnessed the expulsion 
of Moors and Jews from Spain in 1492, the discovery of America by 
the Genoan, Christopher Columbus, on behalf of Spain, and the 
rounding of the Cape of Good Hope by the Portuguese, Vasco da 
Gama, in his voyage to India, also marked several continuities in 
European production and trade. The hloslem conquest of Constan- 
tinople in the late fifteenth century and their advance through the 
Balkans, the recovery of European population growth, the develop- 
ment of agricultural technology and the production of manufactures, 
and perhaps the rise in the price of precious metals accompanied by 
the relative decline of the price of other products (Vilar 1969: 74) all 
lent impulse to the discovery and development of new trade routes 
and to the search for new sources of precious metals. Throughout 
the fifteenth century, the Italian city-states, especially Venice, Flor- 
ence, Milan, and Genoa, had served as intermediaries in the spice 
trade between the Moslems in the East and the Northern Europeans 
in the West. Furthermore, they had developed their own manufac- 
turing and had established sugar plantations, based on local and 
imported slave labor, in Palestine and Mediterranean islands such as 
Cyprus and Crete (for concise accounts, see Verlinden 195’3; Cox 
1959). The Spaniards had established similar plantations in the 
Canary Islands, and the Portuguese-with Genoan capital-in the 

1964: 32 5-43 1). 
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Madeira Islands of the Atlantic. Part of this sugar was transported 
overland to be sold in Northern Europe, and by the end of the 
fifteenth century *Madeira sugar was shipped directly to hntwerp for 
refinement and resale. After the turn of the sixteenth century, the 
Portuguese developed sea routes rounding Africa to exploit the 
oriental trade; the Spaniards sought and found a .western cir- 
cumglobal route, whose commercial value was low except for the 
importance of the discovery of the New World; the North Euro- 
peans vainly sought a northwest passage to the Orient via North 
America, and also a northeast one via Russia; the Russians began to 
expand into Siberia and to develop more overland trade routes to the 
Orient; the Germans prospected and developed more silver mines in 
Europe; and Europeans generally sought gold in West Africa and in 
all of the New World, and later silver in the latter as well. The 
Europeans then extended sugar plantations in the tropical areas of 
the New World and fished in its northern waters. Xt the same time, 
overland trade to the Orient continued undiminished, and with it 
the Southern Europeans still held their own for the remainder of the 
sixteenth century. What were the consequences of these develop- 
ments in Asia, Africa, and the Americas, as well as in Europe and 
the world generally? We may examine them in turn. 

2 .  Overseas Expansion from Europe 

Throughout the sixteenth century and for part of the seventeenth 
century as well, the new ocean route to the oriental spices was little 
more than the continuation of the old spice trade by additional 
means: it did not yet replace the overland route nor the ‘4rabs and 
Italians who depended on it. But this sea route, as well as others 
across the 4tlantic and elsewhere, served to lay the basis for what 
would be determinant for several centuries to come: naval suprem- 
acy, militarily and commercially. 

After the Portuguese Henry the Navigator had pioneered the 
route down the West -4frican coast in the middle of the fifteenth 
century, and Vasco da Gama had rounded the Cape of Good Hope 
to reach India in 1498, the Duke of Alberquerque arrived in India in 



The Sixteenth-Century Expansion 3 7 

1503, to establish a Portuguese foothold in Asia. Relying on naval 
power to take and hold small strategic coastal locations, and without 
seeking to penetrate inland (for which he lacked the military power 
and technology), Alberquerque sought to challenge the PIrab trade. 
H e  first captured two small islands that overlooked the passages to 
the Red Sea and the Persian Gulf, and then, after an unsuccessful 
attempt to take Calicut in 15 11, he settled for Goa instead (where the 
Portuguese remained until 196 1). In 15 13 he captured Malacca in 
order to control the narrow straits between the Malayan Peninsula 
and the island of Sumatra, which was the only available connection 
between the Spice Islands in the Pacific Ocean to the East and the 
Indian Ocean to the West. In 1515 the Portuguese arrived in Can- 
ton, and in 1557 they established a permanent (and still today 
Portuguese) settlement on the Chinese coast in Macao. By 1542 they 
had arrived in Japan. 

For a century the Portuguese benefited from a total monopoly of 
the ocean trade between Europe and the Orient through the Indian 
Ocean. (The Spanish established the trans-Pacific “Manila Galleon” 
trade, with transshipment across Mexico from Acapulco to Veracruz 
and on across the Atlantic, but the Portuguese were able to derive 
advantage from that trade by supplying it at its Manila terminus.) 
But in the intra-Asian ocean trade among India, the Spice Islands, 
the Malay Peninsula, China, and Japan, the Portuguese were no 
more than one among many and at best first among many. This 
trade continued to feed the oriental terminus of the overland caravan 
trade to Europe, which continued to flourish. Since the Portuguese 
had nothing of their own to offer, they concentrated on intra-Asian 
trade (and of course on piracy), supplying Chinese manufactures to 
Japan and Indian textiles to the Southeast ,4sians, to earn the neces- 
sary resources to buy the spices that they carried to Europe. The 
Manila galleon trade, during the sixteenth century and until its 
decline in the seventeenth century, provided an additional opportu- 
nity to the Portuguese traders, who were able to exchange Chinesc 
silks destined for Spain and Europe for Mexican silver used in 
payment for Indian cottons and Chinese silks. Additional supplies of 
precious metals were acquired in Europe, although except for the. 
German metals, these originally came from mines outside of Europe, 
in West Africa, the Caribbean, Mexico, and Peru. But the principal 
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assets of the Portuguese in maintaining their trading position were 
technological advances in naval construction and, perhaps more 
important still, naval gunnery. Of course these were of no use for 
conquest or domination anywhere beyond the coasts of Alsia. 

Perhaps more important than the fact that the Portuguese, and 
later their Dutch rivals, did not have any terrestial military superior- 
ity over the ,Asians for inland warfare, was the fact that at this stage of 
mercantile capitalist development such superiority was not yet 
necessary in A\sia. European participation in ,Asian trade was still no 
more than the continuation of the long-established -Asian and ,Arab 
trade in the area, and the type and amount of products exchanged 
could and did continue to be produced in ilsia (though, as we shall 
see, this did not occur elsewhere in the world) with the existing 
modes of production. This was the case with Indian and Chinese 
textiles, of which still relatively few entered into external trade, and 
with pepper, clove, cinnamon, and other spices, the production of 
which was not particularly labor-intensive (compared to that of 
sugar, for instance). Therefore, although by the sixteenth century 
and, indeed, earlier, Asia had participated in world mercantile 
capitalist development and European capital accumulation, for at 
least a century or two her peoples were spared the dreadful misfor- 
tunes (to use Adam Smith’s terminology) that this process visited 
upon, and required from, many peoples in other parts of the 
sixteenth-century world. These misfortunes would in one form or 
another be experienced by their Asian descendants, who were des- 
tined to participate in a later stage of world capitalist development 
and capital accumulation. (Still, the directions of internally gener- 
ated transformation of Asia’s modes of production, particularly in 
the most immediately affected islands, were unchanged by A%sia’s 
trade with Europe: ’Il’ho knows what level of development these 
modes of production might hate reached, if the peoples of -Asia had 
not later been more intimately integrated into world capitalist de- 
velopment?) 

In &\frica too, both north and south of the Sahara, the sixteenth 
century still marked continuity with the past, though it began to lay 
the basis of the future. The .Moghul expansion in India, the Arab 
expansion in the Spice Islands, and the Ottoman expansion into the 
Balkans had their counterparts in .Africa. In 1517, the Ottoman 
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Muslims captured Egypt and in 1551 they occupied Tripoli and 
pushed farther westward. At the same time the expulsion of the 
Moors from Spain in 1492 brought the Spaniards on their heels 
across the Straits of Gibraltar into Morocco. After half a century of 
fighting off the Spaniards, the Moroccans turned south in their turn 
to conquer the Songhay empire on the other side of the Sahara. The 
*4rab oriental trade, which had a terminus in West Africa, where 
Indian textiles and Arabian books and horses were exchanged for 
African gold, was hampered by the Ottoman conquest of Egypt and 
the Portuguese challenge in the Persian Gulf. ,I/Ioreo\ er, the Poi-- 
tuguese opened an alternative--or rather an additional-trade route 
along the Guinea Coast, so that part of the estimated annual Weix 
A\frican production of nine tons of gold began increasingly to flow 
out through the ;Itlantic ports instead of across the Sahara and to he 
exchanged for European manufactures and firearms. But this did not 
materially affect African society in the West or elsewhere, much less 
transform it, during the sixteenth century; nor did the occasional 
sale of sla\ es to Europeans, so long as these sla\ es u ere the normd 
product of the usual inter-A\frican \vars, as they had been during the 
fifteenth century and continued to be during most of the sixteenth 
century. Only toward the end of the sixteenth century would the 
New \Vorld’s demand for slaves begin to turn the capture of s h e s  
into the major business that would transform African society in the 
seventeenth-nineteenth centuries, people the Americas, enrich the 
Europeans, and vastly accelerate the process of capital accumulation 
mith the development of the sla\ e and associated triangular trade 
(Da\ idson 1961; Aimin 1974). 

In the sixteenth century then, the lekel of technological and eco- 
nomic de5elopment of the trading partners was still qualitatik el y 
equivalent, and trade betu een the Europeans and Africans was 
carried on to the mutual benefit and with the mutual respect of both. 
Innumerable sun  i\ ing letters and other documentation bear witness 
to the admiration of many European visitors for the cultural ad- 
\ ancement of the African peoples they knew and demonstrates the 
equality of treatment that the trading partners accorded to each 
other and to their partners’ rulers. X further testimonial from the 
Elizabethan era is Shakespeare’s treatment of Othello. 

The year 1492 marks both the economic continuity between the 
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fifteenth and sixteenth centuries and the constellation of political 
events which generated new directions that would revolutionize the 
world, creating a single world out of many and transforming the 
many to create one. In 1469, the crowns of Castile and Aragon in the 
Iberian Peninsula had joined in marriage to form the nucleus of what 
would become Spain and its empire. It was this new crown which 
financed the westward voyage of the Genoan, Christopher Colum- 
bus, after he had unsuccessfully offered his services to Portugal. At 
the same time the Spanish armies completed the centuries-long 
reconquest of the Iberian Peninsula by expelling the ,Muslims. They 
then sought to extend their conquest first in North Africa and later 
in the New7 World that Columbus had “discovered.” 

Columbus’ first voyage in 1492 was followed by his second in 
1493, his third in 1498, and his fourth in 1502. In 1497, John Cabot 
also sailed in search of Asia and discovered Newfoundland. On  his 
second voyage in 1498, he advanced down the East Coast of North 
America as far as Delaware before returning to England. In 1499 and 
1500 ,Alonso de Ojedo and Amerigo Vespucci (whose name was to 
baptize the New World), sailing in the service of Spain, reached the 
Amazon. ,4 year later, Vespucci explored more of the Brazilian 
coast, this time in the service of Portugal. In 1513 Balboa reached 
and named the Pacific in Panama. In 15 19- 1522 Magellan passed the 
straits that now bear his name and led the first expedition all the way 
around the globe. Later (1534-1541), the French Cartier and 
Champlain and the British Davis and others sought a northwest 
passage to the Orient and advanced instead up the St. Lawrence 
River into the Great Lakes region. Then, attempting a still more 
northerly detour, Hudson and Baffin explored the regions that bear 
their names. * 

In addition to new trade routes to the Orient, the Europeans 
sought more money with which to finance the oriental trade as well 
as intra-European commerce and warfare. The monetary motive 

T h e  long-sought northwest passage finally became a technological possibility 
when a nuclear wbmarine-originally built for military purposes-passed under the 
polar icecap (ironically, from West to East). i\ commercial route in the same direction 
will be established if the Alaska pipeline runs into difficulties and the politically “safe” 
hlaskan petroleum is shipped to the East Coast in icebreaker-assisted surface tankers. 
or more likely in nuclear submarine tankers. Is the northeast passage along the 
Siberian Coast again a prospect as well? 
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behind the Spaniards’ contact with the ,American Indians has been 
emphasized by Adam Smith: 

T h e  pious purpose of converting them to Christianity sanctified the 
injustice of the project. But the hope of finding treasures of gold there. 
was the sole motive which prompted them to undertake it. . . . All the 
other enterprises of the Spaniards in the world subsequent to those of‘ 
Columbus, seem to have been prompted by the same motive. I t  was the 
thirst for gold. (Smith 1937: 528-29) 

Moreover, Adam Smith asserted, the English entertained the same 
hope: in addition to the northwest passage, they sought gold aind 
silver along the way although without success. However, their in- 
tention was clearly revealed by the inclusion in Sir \.?;alter Raleigh’s 
charter of a provision reserving to the British Crown the Royal Fifth 
(after the Spanish quinto real) of any gold that might be discovered by 
his and other companies (Smith 1937: 53 1). Christopher Columbus 
had himself been quite explicit in recognizing that “the best thing in 
the world is gold. It can even send souls to heaven.” Hernando 
Cortez, conqueror of Xlexico, confided to his new- subjects, ‘‘VL’e 
Spaniards suffer from a disease of the heart, the specific remedy for 
which is gold.” It was not long, however, before the Spaniards 
discovered a substitute remedy: silver. 

The implications of the European search for more money- 
gold-has been summarized by Friedrich Engels: 

T o  what extent feudalism was already undermined and inwardly torn 
by money in the late fifteenth century, is mirrored strikingly in the 
thirst for gold that reigned at the time in Irestern Europe. The  Por- 
tuguese soughtgold along the -4frican coast, in India, and in the entire 
Far East; gold was the magic word that drove the Spanish across the 
Atlantic Ocean to .Smerica;gold was the first thing the white man asked 
about when he set foot on newly discovered soil. ;\nd this craving for 
distant voyages and adventures in quest of gold, however much it 
materialized at first in feudal and semi-feudal forms Lvas at  root already 
incompatible with feudalism, whose groundwork rested upon agricul- 
ture, and whose conquests were essentially directed a t  acquiring land. 
Moreover, seafaring was a distinctly bourgeois occupation, which has left 
its anti-feudal imprint also upon all modern navies. In the fifteenth 
century feudalism was thus in complete decay throughout Western 
Europe. (Engels 1956: 213) (Italics in the original) 

Columbus discovered 2\merica-and gold-in the antilles Islands 
of the Caribbean in 1492. He  and the Spaniards following him sub- 

’_  
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sequently advanced from island to island in their search for more 
gold and labor to mine it. The Arawak peoples inhabiting the islands 
had come from the South American mainland and brought with 
them their principal food staples, bitter yucca and sweet potato. 
Their agricultural technology and social organization were more 
than adequate to support in these islands a population ranging from 
recent estimates of some 100,000 to contemporary estimates of up- 
ward of 3 million. Whatever the size of the population, it was well 
fed, adequately housed, and productive of a variety of handicrafts 
and artistry. By 1515-1520, the islands were already desolate, and 
half a century after the Spanish arrival the indigenous population 
was all but extinct. 

Columbus set up his principal base on Hispaniola (Santo Domingo 
and Haiti). By the time of his third voyage in 1498 and before his 
fourth in 1502, 

the system of native tribute collected through the chiefs had broken 
down irrevocably with the destruction of the social structure of the 
central part of the island. . . . The  Indians were, in fact, feeding the 
Spaniards and providing personal services under a sort of squatter 
sovereignty that had followed the “pacification” of 1495. T h e  business 
of producing gold was not working. In his letter to the Sovereign of 
May, 1499, Columbus considered what had “been the cause why God 
Our Lord has concealed the gold from us,” concluding that it had been 
on account of the inordinate greed of the people who came to make a 
quick fortune, disregarding his warnings. h likelier answer is that the 
easily found pockets of nuggets had been cleaned out, that the Indians 
knew of no other places to which to take the Spaniards, and that these 
still knew nothing of placer mining. (Sauer 1966: 98) 

The development of placer mining would require for its labor force a 
further transformation of the mode of production. 

In his next voyage, Columbus saw the results of the continued 
search for gold: 

Columbus was shocked by the change since his last sight of the island, 
and he was right in saying that the fortunes of Espafiola depended on 
the natives. Las Casas was of the opinion that between 1494 and 1508 
more than three million souls had perished on the island-slain in war, 
sent to Castile as sla\es, or been consumed in the mines and other 
labors [though of course most of them probably died of Spanish- 
brought diseases to which they had no immunity]. ‘‘Who of those born 
in future centuries will believe this? I myself who am writing this and 
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saw it and know most about it can hardly believe that such was 
possible.” . , . By 1519 the Spanish A4ain a a s  a sorry shell. The. 
natives, whom Columbus belatedly knew to be the wealth of the land. 
were destroyed. The  gold placers of the islands were worked out. The 
gold treasures which the Indians of Castilla del Oro had acquired had 
been looted. iyhat most Spaniards wanted was to get out and seek their 
fortunes in parts as yet untried and unknown. (Sauer 1966: 155, 294) 

In 1519 Hernando Cortez defied the orders of the governor of Cuba 
and set sail for Mexico in a privately financed commercial venture. 
The indirect profits to Europe would be incalculable. 

The Indian populations of Mexico, Central ,America, and (afi:er 
Pizarro’s expedition to Peru in 15 3 2 )  the .Andean regions quickly fell 
victim to the Spaniards’ surprise tactics, treachery, and brutality; to 
superior Spanish military technology, including naval vessels, 
horses, and firearms; to the Spanish diseases, against which the 
Indian populations lacked immunity; and to their oum internal dis- 
sensions, which prevented them from resisting the conquest in uni- 
son. On the other hand, it was precisely the indigenous peoplses’ 
highly efficient modes of production that permitted them to support 
the Spaniards during the early phases of the conquest. (Elsewhere, 
in regions that lacked a highly civilized indigenous population, bomth 
the indigenous Indians and the early English settlers virtually and 
often literally starved to death.) Moreover, the Indians’ own hierar- 
chical social organization served as the principal instrument liy 
which the Spaniards would dominate and colonialize their Indian 
subjects and by which they would organize the division of labor that 
would put the indigenous population at their service. 

Nonetheless, the consequences for the Indians, Mexican and 
Peruvian as well as others, were disastrous. Within little more than a 
century, the Indian population had declined by 90 percent and even 
95 percent in Mexico, Peru, and some other regions (Borah 1962). 
In Mexico, for instance, from a preconquest population of 2 5  million 
(or 11 million, according to an earlier estimate by Cook and Simpson 
1948), it had declined to a million and a half or less. What is more, 

stripped of their elite and urban components, the Indians were rele- 
gated to the countryside. Thus the Indians suffered not only exploita- 
tion and biological collapse but also deculturation-cultural loss-and 
in the course of such ill use lost also the feeling of belonging to a social 
order which made such poor use of its human resources. They became 
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strangers in it, divided from its purposes and agents by an abyss of 
distrust. The new society could command their labor, but it could not 
command their loyalty. Nor has this gulf healed in the course of time. 
The trauma of the Conquest remains an open wound. (Wolf 1955: 
213-14) 

The indigenous modes of production in Mexico and Peru, al- 
though they served as the basis and base of the one the Spaniards 
erected on top of them, soon proved to be quite inadequate to 
support the Spanish empire-and through it the process of accumu- 
lation of capital and development of the capitalist mode of produc- 
tion in the world-without suffering rapid and substantial, indeed 
total, transformation. Therein the circumstances of the Spanish 
colonization of R/lexico and Peru differed qualitatively both from the 
initial mercantile relations between the Europeans and =\sians or 
even between the Europeans and Africans, and from the earlier 
Aztec and Inca conquests and domination of subject peoples in the 
same regions of the Americas. In Asia and Africa, the European 
commercial contact did not-and did not yet need to-transform the 
existing modes of production in order to produce the goods that 
entered into external trade and the European-centered process of 
capital accumulation in the sixteenth century. Similarly, the previ- 
ous Aztec and Inca conquests, while they subjected the conquered 
peoples to the payment of tribute, as the Moghuls had done in India, 
did not require neu  modes of production to supply the tribute. The 
placer mining of gold, on the other hand, and still more the deep pit 
mining of silvtr in previously unsettled mountainous regions, as well 
as the exceptionally unhealthy mining of the mercury employed to 
refine the silver, did require the total transformation of the modes of 
production, not only in the mining regions themselves but in the 
entire dependent colonial societies around them. Yet the production 
of these precious metals was the principal functional contribution of 
the New World regions to the expansion of trade in the world, the 
accumulation of capital in the European metropolis, and the de- 
velopment of capitalism. 

It may be argued that the Spaniards initially intended to do no 
more than extend their metropolitan economy overseas, along the 
lines which J. H. Boeke, erroneously analyzing the Indonesian 
reality, later called a “dual” society or economy (Boeke 1942, 1953; 
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Frank in press). Thus in R/lexico, during the first stage of colonization 
lasting from 1520 to 1548, the Spaniards relied first on slavery (until 
15  3 3)  and then on the encomienda de servicio (a system under which 
rights to the labor of the Indian communities were granted to Spanish 
landowners, or encomenderos) for their labor needs, and on material 
tribute (of goods traditionally produced in the Indian communitii-s) 
for their supplies. But after the epidemic of 1545-1548, which wiped 
out more than a third of the Indian population, and after the discovery 
of silver in 1548, first in Zacatecas and then in Guanajuato and 
Pachua, which generated a demand for large supplies of labor in 
mountainous regions devoid of indigenous settlement, the Spaniards 
began to waver between their conceptions of an ideal dual economy 
and the objective requirements of a mode of production capable of 
generating the required flow of silver. According to Eric Wolf: ‘‘All 
claims to utopia-economic, religious, and political-rested ulti- 
mately upon the management and control of but one resource: the 
indigenous population of the colony. The conquerors wanted Indian 
Iabor, the crown Indian subjects, the friars Indian souls” (Wolf 
1955: 195). 

Thus in 1548 the Spaniards began to replace the encomienda de 
servicio by the repartimiento (called catequil in Mexico and mita in 
Peru), which required the Indian communities’ chiefs to supply the 
Spanishjuez repartidor (distributing judge) with a certain number of 
days of labor per month, variously calculated in accord with fluctuat- 
ing Spanish needs and Indian supplies of labor. The Spanish officiial 
in turn distributed this supply of labor to qualified enterprising labor 
contractors who were required to pay the laborers a certain 
minimum wage (approximately one half of the prevailing “free mar- 
ket” wage rate), The use of this labor was subject to certain regu- 
lations designed by the Crown to protect its Indian subjects, but 
these were frequently ignored by the labor contractors. The new 
system permitted a much more flexible division of labor than the 
encomienda, especially when labor had to be moved to settled minirig 
regions; and it afforded the Crown greater power in its ever-present 
conflict with the overseas Spaniards who sought to make their for- 
tunes for themselves rather than for their sovereign. 

The repartimiento was supplemented by the reduccibn, or resettk- 
ment of Indians from various partially depopulated communities 



46 Andre Gunder Frank 

into reserves (not unlike the later American Indian and Central 
African reserves) which n.ere strategically located near the mines 
and which facilitated the political control of the population when 
indigenous systems of social control were weakened or turned 
against the Spaniards. The reduccibn became especially common in 
Peru, where after 1542, the viceroy Toledo faced more serious 
logistic problems of supplying isolated mining regions with labor 
than did his colleague in Mexico. Moreover, the forced resettlement 
of Indians, though it was not extensively used in Mexico compared to 
its use in Peru, served the additional purpose of permitting 
Spaniards to concentrate landownership in their own hands. 

During the second period of colonization in Mexico, from 1548 to 
1575/1578, the Spaniards tried to force the Indians to produce and 
supply specified quantities of certain products, such as chickens. But 
the system did not work. At the same time the Spaniards sought to 
staff their own agricultural enterprises, mostly to produce wheat and 
animals for their own use, by hired “free” Indian u.age labor-but 
again uithout success. The resettlement of Indian communities as 
well as their “natural” decay created “unsettled” lands (baldio) in the 
older agricultural areas. Existing or aspiring Spanish landowners 
could and did lay claim to these areas, increasingly competing with 
the Indian communities in the supply of an eker wider range of 
products for the growing urban and mining market. The mining 
market, incidentally, had to be supplied with foodstuffs and clothing 
for its workers as well as all kinds of animal (packmules, hides, 
talloLv for lighting) and vegetable (beams to support mineshafts, 
wood and charcoal to smelt ores) inputs for the productive process. 
These inputs either had to be transported at great expense from afar 
(prices in mining regions were sometimes a hundredfold greater than 
those in older settled regions) or profitably produced nearby. But the 
settlement, deforestation, and agricultural o\ ercropping of the 
mountainous mining regions-which the indigenous societies had 
avoided as ecologically unsuited for agricultural settlement-quickly 
eroded the soils and provided the physical basis (besides the many 
social causes) for the later (and still) depressed area complex of 
Zacatecas, Guanajuato, Hidalgo, Potosi, and Huancavelica. (This 
complex, and later hiinas Gerais in Brazil, remains depressed to this 
day, as does U’est I’irginia in the United States, and many similarly 
exploited regions the world over, for the same reasons.) 
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A third period in Mexican (under) development may be dated 
from 1575-1578, when another epidemic wiped out another third to 
a half of the surviving Indian population, again reducing the supply 
of labor and increasing its cost. S o t  long after (accounts range from 
1590 to 1610) the Mexican production of silver reached its peak and 
leveled off. It then began to decline-slowly at first, and sharply 
after 1630. By 1630 Peruvian silver production had also begun its 
decline, after having been temporarily favored by the Spanish with 
greater supplies of scarce but Peruvian mined mercury (quicksilver). 
The mining enterprise became commercially less attractive as the 
costs of mining increased. The most accessible veins had been 
exhausted and further investment was required to dig deeper pits 
and to pump more water to keep them dry. Labor supplies were 
declining and money wages were rising. The costs of the ever scarcer 
mercury required to refine the ores were increasing. Higher taxes 
were imposed by the Crown to balance lower silver supplies and to 
finance its European wars. At the same time the prices (measured in 
silver) of food and of other agricultural products rose astronomically, 
a t  least in Mexico, as a result of reduced competition in agriculture 
from the socially and productively \veakened Indian communities, 
growkg urbanization, and an increased stream of Spanish immi- 
grants fleeing from the sixteenth-century Spanish depression. For 
Spanish entrepreneurs in Mexico, mining became increasingly less 
profitable compared to large-scale agriculture, so that capital shifted 
from mining to agriculture, increasing the Spanish demand for labor 
and land in the agricultural sector. The result was the development 
of the latifundium-agricultural hacienda and its debt-tied peon labor, 
nrhich only later came to be mis-called “feudal” institutions (Frank 
in press). The ideal of the “dual” society had given way to the 
objective reality of the transformation of the mode of production in 
Mexico and Peru, in response to the conquerors’ needs to exploit the 
colonial economy in the process of capital accumulation and in the 
development of the capitalist mode of production in the world of the 
sixteenth and early seventeenth centuries. 

The most extreme-but also the most important-expression of 
the first silver age of the Spanish empire was Potosi, the silver 
mountain where the phrase “worth a Potosi” sometimes “worth 
a Peru” was coined. This hill, over 3,000 meters above sea level, 
was discovered by a Bolivian Indian in 1545. S o t  long after, it was 
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to have consumed the lives of an estimated 8 million of his broth- 
ers. The Spanish king and emperor of the Habsburgs, Charles V, 
designated the town that mushroomed there an imperial city. He  
inscribed on its shield: “I am rich Potosi, treasure of the world, the 
king of the mountains, envy of kings.” By 1573  the census recorded 
120,000 inhabitants, the same number as London and more than 
Madrid, Paris, or Rome. By 1650 the number had risen to 160,000, 
In the meantime the privileged among these residents enjoyed 
thirty-six highly ornamental churches, another thirty-six gambling 
casinos, fourteen academies of dance, and all the world’s luxuries 
imported from Flanders, Venice, Arabia, India, Ceylon, China, 
and of course metropolitan Spain. Nearby, the city later named after 
Sucre was built to permit the enjoyment of the same luxuries at 
lokt er and more comfortable altitudes. Today a nostalgic descendant 
of the imperial Potosi obserl es: “The city that has given most to the 
\n orld and that has least.” Indeed, even the impoi erished population 
it has today is no more than a third of the number it once had four 
centuries ago (Galeano 1972: 44-74). 

Most other areas of Spanish conquest fell into-or remained in- 
neglect, as -Adam Smith called it. At the farthest extremity of its 
American empire, in Chile, the modest gold mines had petered out 
before the end of the sixteenth century, lea\ing it to export little 
more than hides and tallow for use in the Peru\ ian mining regions. 
Buenos hires was founded and foundered more than once. For a 
long time the Spanish interest in the regions that would become the 
~iceroyalty of La Plata and still later ;irgentina \vas limited to the 
inland region, Tucuman and Santa Fe near the Peruvian (today 
Bolivian) mining centers. German mining expeditions into Ven- 
ezuela had not prospered. The Spanish Caribbean Islands, which 
had been the progenitors of the “golden” age and later became the 
advance base of operations for the conquest of the Mexican and 
South rlmerican mainlands and for the opening of the “silver” age, 
had become backu ater colonies dedicated to little more than yeoman 
farming and some export of livestock products and tobacco. Havana 
was also a port of call and assembly for the Spanish fleets that 
crossed the .Atlantic between Cadiz a t  one end and Veracruz in 
Alexico and Portobello on the Isthmus of Panama a t  the other. LAll 
goods to and from the Pacific coast and the inland L4ndean mountain 
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regions of South America had to be transshipped at Portobello. [n 
the seventeenth century even the comings and goings of these fleets 
would be reduced to one third of their sixteenth-century maximurn. 
North ,America had not yet attracted much English or French atten- 
tion. Before the end of the sixteenth century only parts of Brazil h;td 
been settled, or peopled, by the Portuguese, who wanted to protect 
their de jure claim (granted by the demarcation line drawn by the 
pope at the Treaty of Tordesillas in 1494) by defucto occupation. 

As early as the fifteenth century the Portuguese had had experi- 
ence in the de\ elopment of sugar plantations in the Aladeira Islands, 
albeit partly with Genoese and Flemish capital; and they had had 
access to black slaves by virtue of the hfrican coastal trade. Then 
declining sugar prices at the turn of the sixteenth century had led to 
a reduction in Portuguese sugar production. But a renewed though 
gradual rise in the price of sugar after 1 5  10, which was probably 
generated in part by the arrival of Spanish gold from the Caribbean 
(which lowered the price of gold relati\ e to the commodities it could 
buy), stimulated a renewed increase in Portuguese sugar production 
after 1520, first in the ,Atlantic Islands and after 1530 incipiently in 
new plantations in Sortheastern Brazil. 

At first the Portuguese tried to use indigenous Indians as a labor 
supply, but this enterprise never proved very successful, despite the 
later sla\ e-hunting expeditions of the bundeirunte Portuguese 
pioneers in S5o Paulo who sold their Indian captives to the North- 
eastern sugar plantations. Sugar production in Brazil did not really 
take off until well into the second half of the sixteenth century, after 
Spanish 'American and German silver had helped substantially to 
raise sugar prices, and after slaves began to be imported from .Africa 
as a serious business. By the end of the sixteenth century, the price 
of sugar had risen to six times its 1506 level, and by the middle of the 
seventeenth century it had reached its maximum of seven times 
the earlier level. Then the new production of the French and British 
Xntilles brought prices back down to the 1540 level, and Brazilian 
sugar production dropped sharply. By 1650-1675, sugar prices wcre 
down by one half and profits had dropped to one quarter of their 
former level. Brazil's first boom and economic cycle was oier 
(Simonsen 1962: 96-115; Furtado 1965: chs. 8-12). 

Thus the production of sugar in Brazil in the sixteenth century 
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had, in a sense, begun as a continuation of the Portuguese and 
Spanish enterprises in the L4tlantic islands and of the earlier Italian 
plantations in the Mediterranean islands in the fifteenth century 
(Cox 1959; l'eriinden 1953). But the scale of production, investment 
in slave labor, capital equipment, and transportation facilities had 
increased so markedly that the sugar plantation enterprises under- 
went a qualitative transformation-if not in late sixteenth-century 
Brazil, then in the Caribbean sugar plantations of the seventeenth- 
nineteenth centuries (and even the t\n.entieth century) which de- 
veloped out of the earlier ones-into a new mode of production: the 
plantation system (see Chapter 3,  section 3). 

3. Primitive Accumulation in Europe 

The increase in the quantity of silver mined and the decrease in its 
cost of production Ivhich occurred during the sixteenth century 
(before this trend n a s  cyclically reversed during much of the seven- 
teenth century) lowered the price of silver and increased the prices 
of other commodities that silver could buy. This price inflation began 
a t  the mine itself and from there extended in successive ua ies  of 
decreasing intensity and increasing time lag to the urban centers of 
the mining regions, to the port of reception, and then to other parts 
of Spain. From Spain it spread successii ely to France, Northern and 
Southern Europe, and finally to the oriental extremes of this chain of 
interconnected links. lloreover, the farther the silLer tral eled from 
the mine, the less in general did it proportionally increase the 
already existing stock of silver and money, thus generating less 
inflation by the quantitative increase in the supply of money. Eng- 
lish price increases were about half those En France. Vilar (1969) 
argues that the classical studies from Hume to Hamilton and their 
follov,ers ha\ e overestimated the marginal impact of American silver 
relative to the stock already existing in Europe and relative to the 
new production in Germany in the sixteenth century. Hill (1969: 
82-83) and others argue that European prices had already begun to 
recover before the first arrkal of aAmerican gold, iet alone the first 
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arrival of -American silver. Nonetheless, there is substantial agree- 
ment that the sixteenth-century inflation and its partial generation 
by American gold and silver helped to concentrate incomes and t9 
lower real wages. 

Similarly, it may be argued, the differential-in time and 
intensity-rates of inflation between regions helped to generate dif- 
ferent possibilities for profit in the production and export/import of 
commodities already entering international trade. The American 
colonies, of course, offered an attracth e market for certain foodstuffs 
(such as wheat) and manufactures, though they were partly pro- 
tected by transportation costs. Spain also offered an attractive mar- 
ket for manufacturing exports from other European countries, all the 
more so since the Spaniards temporarily promoted such imporls 
(some argue that this was in order to combat inflation at home by 
increasing the supply) and had a plentiful supply of foreign exchange 
to use in payment. Moreover, the founder of the Habsburg dynasty, 
King Charles V of Spain (1 5 16- 1556) and even his successor, Philip 
I1 (1556-1 598), were as Habsburg emperors significantly dependent 
on and responsive to their extra-Hispanic interests. They were beset 
by Dutch and German foreign advisers who loyally served these 
non-Spanish interests, and they became increasingly indebted to the 
Bavarian Fugger financiers and other German and Italian banker!;. 
Contemporary Spanish analysis and commentary testifies over- 
whelmingly to the extent to which the Spanish understood and 
opposed the process: 

Spain ns like the mouth that receiLes the food and chews it only to send 
it immediately to the other organs without retaining more than a 
passing taste or a few crumbs that accidentally stick to its teeth. , , . 
The  gold and sih er are born in the Indies, die in Spain and are buried 
in Genoa. . . . It is not [ha\ing] much money that sustains the states, 
nor do their [real] riches lie in money. . . , There is no money nor 
gold or siller in Spain, because it has it; and it is not rich for being it. 
(Quoted in Vilar 1969: 186-93) (See also Braudel 1972; Carande 1965; 
and Larraz 1943.) 

Or,  as Sancho de hlonchada summarized simply in 1619, “the 
poverty of Spain has been the result of the discovery of the West 
Indies [i.e., Xmericasl” (quoted in Larraz 1943: 168). 

The early sixteenth century was also the time of the formation of 
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the national state, of the Renaissance and the Reformation in 
Europe. In England the House of Tudor began in 1485; Henry VIII 
ruled from 1509 to 1547 and Queen Elizabeth from 1558 to 1603. In 
France Charles VIII (1483-1498), Louis XI1 (1498-1515), and Fran- 
cis I (1 5 15- 1547) carried war into Italy and after 1520 were in turn 
opposed by Charles V of Spain and Habsburg, who annexed Flan- 
ders and the Netherlands after 1548. History’s most famous 
guidebook to state development, The Prince, was written by 
Machiavelli in 15 14. The Italian Renaissance flowered in the age of 
Leonard0 da Vinci (1452-1519), Raphael (1483-1520), 
Michelangelo (1475-1564) and others. In Germany the expansion of 
trade during the fifteenth- and sixteenth-century “era of the Fuggers” 
generated the search for additional supplies of silver and greater 
flows of peasant-produced surplus value into the hands of landlords 
and merchants to pay for trade. The German peasantry was increas- 
ingly forced into a “second serfdom”-as was the East European 
peasantry (Kula 1970a,b)--and reacted with the peasant wars under 
the leadership of Thomas Munzer. 14artin Luther also served as a 
peasant leader at the beginning of these wars, but after nailing his 
radical ninety-five theses to the Wurtenberg church door in 1 5 17, he 
betrayed the peasants and increasingly sided with the burghers, 
whose representative he was. The next year (1518), Zwingli began 
the Reformation in Switzerland and was soon followed by Calvin 
and then by John Knox in England. “Reformation-Lutheran and 
Calvinist-is the No. 1 bourgeois revolution, the peasant war being 
its critical episode,” Friedrich Engels (1956: 222) would write. It was 
the second silver age of the German (and Austrian and Bohemian) 
mines and the birthtime of the Joachimstalers (or simply, talers), 
which would compete for supremacy with the Spanish real or peso. 

In summary then, we may say that the sixteenth century wit- 
nessed the first long, sustained, and widespread quantitative and 
qualitative development of capitalism in its mercantile stage and the 
first period of concentrated capital accumulation in Europe. The 
Rumanian historian, H. H. Stahl, summarizes: 

all of Europe forms no more than a single social system; the laws of the 
market impose themselves more or less on all countries, however great 
the differences that separate them. Since commodities get a price on the 
world market, since the coins of international circulation are subject to 
the influences of the capitalist 1 ariations of the gold market, we witness 
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the processes of penetration of the laws of the market in all of the 
regions of the hinterland, which on their own would not have been able 
to give them birth. (Stahl 1970: 5 )  

The same process extended far beyond Europe to those regions or 
“enclaves” which were integrated into the process of world capital 
accumulation at this stage, especially the S e w  World sources of gold 
and silver. During this sixteenth-century secular and cyclical up- 
swing, Western Europe experienced a sharp acceleration of the 
process of capital accumulation based on the concentration of capital 
through a sharp rise in prices and profits, and, notably, a concomi- 
tantly sharp decline in real wages. Although this decline of wages 
varied, it was quite general throughout Western Europe: “Real 
wages declined by more than SO%, wherever we take our mea- 
surements. . . . The operation was fully paid for by the increased 
toil, hardships, impoverishment, and dejection of the majority. COII- 
temporaries were often aware that the deterioration was taking 
place” (Braudel and Spooner 1967: 428). 

In Britain the work required to purchase a year’s provision of 
bread increased from ten weeks in 1495 to forty weeks in 1593, and 
real wages fell more than 50 percent during the course of the century 
(Mandel 1970, 1:148). Much of Eastern Europe was converted into a 
granary and supplier of wood and other raw materials to meet the 
demands of West European development. This resulted in the con- 
centration of both landownership and income in the East and of the 
subjection of the peasants to a “second serfdom,” so that their lantl- 
lords and merchants might prosper from the dependency of Western 
European development on the supply of raw materials from Eastern 
Europe. The indigenous population of the New World suffered yet 
more from its contribution to the process of primitive capital ac- 
cumulation during the sixteenth century. 

4. Productive and Exchange Relations in the 
Transition from Feudalism in Eastern 

and Western Europe 

The productive and social relations in agriculture and the transi- 
tion between feudalism and capitalism in Western and Eastern 
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Europe, as well as elsewhere, have been-and indeed promise in- 
creasingly to be-the subject of considerable attention and contro- 
versy in classical and recent discussion (e.g., Marx 1964; Engels 1956; 
Sombart 1922; Weber 1958; Pirenne 1936; Dobb 1963; Dobb, 
Sweezy, et al. 1976; Postan, et al. 1965; CERhl 1971; RILM 1970). The 
following cannot and does not claim to be a summary, much less a 
contribution to or resolution of this ongoing debate. Instead I shall 
examine some of the events in the agricultural and socioeconomic 
history of Europe in the “transition” period from the thirteenth to 
the seventeenth centuries in terms of two related working hypoth- 
eses. Although oversimplified, these hypotheses will be useful as 
guidelines to point to some events in, and interpretations of, this 
historical experience, which in the words of Vilar (1969) remain 
confused and vague. The hypotheses are: ( I )  that as I have suggested 
in earlier work (Frank 1967), the institutional changes are pri- 
marily determined by what is “good business” (Frank 1969: 237); 
and (2) that as the historical examination in this book suggests, the 
theoretical conflict between explanations in terms of “external” 
(Dobb, Sweezy, Takahashi, et al. 1976) and “internal” (Dobb and 
others) contradictions and developments can be partly resolved by 
the observation that “external” contradictions appear to have more 
immediate importance when business is good and internal contradic- 
tions have more immediate importance when business is bad; thus in 
the uneven and combined development of good and bad business the 
“external” and the “internal” factors play a combined dialectical role. 

Since I have frequently been accused of offering false or in- 
adequate “external” or “circulationist” causative arguments, against 
which the “internal” or “productive” authority of Marx, Dobb, and 
Mao is invoked (see, for example, Laclau 1971 and .Arrighi 1972, 
although Wallerstein [ 1974133 lumps me along with Sweezy and Mao 
against Dobb and Stalin), it may be xvell to begin with a citation in 
line with the first hypothesis, which comes from Dobb. 

But while, no doubt, many factors such as these exercised again a 
contributory influence, it seems el-ident that the fundamental considera- 
tion must have been the abundance or scarcity, the cheapness or dear- 
ness, of hired labour in determining \vhether or not the lord Lvas willing 
or unuilling to commute labour-ser\,ices for money-payment, and 
whether this \vas a projitable or a projitless thing for him to do if he \+‘as 
forced into it. At any rate, this consideration must have ruled where the 
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concern of feudal economy was to produce for a market and not simply 
to provision directly the seigneurial household. (Dobb 1963~ 54) (My 
emphasis) 

Douglass North and  Robert P. T h o m a s  have recently advance’d 
“An Economic Theory of the Growth of the Western World” along 
similar lines. 

Long-run changes in relative factor and product prices have led to 
fundamental institutional changes. For instance, changes in the relative 
value of land and labour altered the profitability of “owning” one versus 
the other and destroyed the basic raison d’2tre of feudalism. Rising 
agricultural prices increased the value of land and made it profitable to 
develop exclusive ownership of land (i.e., develop private property in 
land). \Tith growing population and a relatively fixed supply of land, 
labour services became decreasingly valuable, thus providing the basis 
for the development of a free labour force. When relative prices re- 
versed, the pressures for institutional change worked in the opposite 
direction. Changes in relative prices also led to an expanded basis for 
interregional trade and caused other changes. , . . Population pressure 
undermined the economic basis for the institutional organization of 
feudalism by reversing the relationship of prices as a result of diminish- 
ing returns and by expanding the size of the markets. Increases in 
population relative to a fixed supply of good land led to agricultural 
prices rising relative to non-agricultural prices; this in turn increased 
the value of land and decreased real wages as the output per labourer 
fell. Growing population, colonization, and consequent different re- 
gional factor endowments led to expanding trade. The  result was that 
landlords now found it to their interest to commute labour dues to 
payme’nts in kind and cash, and to lease the demesne lands in return for 
rent. On  the other side of the scale the rising value of land also 
produced a basic disequilibrium in the medieval world. Land now 
offered vastly higher returns if only they could be captured by indi- 
viduals; a continuous pressure arose to eliminate common-property use 
of land and to achieve private exclusive ownership. The  enclosure 
movement, undoubtedly the most dramatic of the institutional changes 
induced by this relative price change, resulted in reorganization of 
property to permit exclusive ownership. (Yorth and Thomas 1970: 
9,  11) 

Three sorts of objections might immediately b e  raised to thiis 
approach and these hypotheses. One is that  the  emphasis on market 
prices or oppor tun i ty  costs still appears “circulationist” and  over- 
looks t h e  forces if no t  the relations of production. B u t  market price!;, 
even with feudal productive relations, a n d  real opportuni ty costs i n  
fact reflect t h e  relative-perhaps more  important ly than  the 
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absolute-development of productive forces between different pro- 
ductive sectors, regions, and among different relations of produc- 
tion. The argument is not that these forces and relations are not 
important or that they should not be studied in their concrete 
variety, but that, even in the absence of their study by the’economic 
and political actors themselves, they make themselves felt through 
relative prices and costs in the pursuit of business or profit. 

Another objection may be that this interpretation one-sidedly 
refers to the landlords’ decisions without regard to the interests of 
the peasants and their struggle against the landlords. Rodney Hilton 
(Dobb, Sweezy, Takahashi, et al. 1976) relying on Marx’s argument 
that the class struggle is the prime moier in the development of all 
class society, suggests that in feudal society the prime mover was the 
struggle over rent between the landlords and peasants. But in a 
feudal society this struggle is subject to the political institutions and 
power of the ruling class, or parts of it, and is conditioned by the 
political alliances among the social forces, which are largely deter- 
mined by their economic interests and the fluctuations of these 
interests. Thus Engels, for instance, analyzed the Peasant MTars in 
Germany as a function of economic fluctuations, and thus Chapters 2 
and 5 of this book will examine the class struggle in relation to the 
economic cycle. 

A third objection, following Dobb himself (1963: 51), Takahashi, 
Kosminsky (1956), and others, would be the observation that the 
apparently identical and simultaneous price, cost, and profit stimuli 
evoked different reactions from different landlords in different 
places, and that apparently similar conditions at various times 
e\ oked different responses and results. This was particularly the 
case in the transition from feudalism to capitalism in U’estern 
Europe and the development of the “second serfdom” in Eastern 
Europe. Accordingly, it is necessary to take account of the variety of 
economic and political circumstances and of their changes in these 
and other regions. 

There is substantial, but not complete (especially by those who 
are “vague” about their timing of events), agreement with F. L. 
Carssten’s opinion that “it can clearly be shown, however, that the 
deLelopment in East and \Vest [Europe], up to the fifteenth century, 
took place along parallel lines. . , . The manorial system of the 
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middle ages, the Grundherrschaft, * was very similar in most countries 
of Europe. Yet from this common starting-point entirely different 
systems developed in East and West” (Carssten 1947: 150, 146). 
(Among those in agreement are Reginald Betts, Z. S. Pach [both 
cited in Wallerstein 1974a: 971 and Jerome Blum [195’71. Engels 
[1956], Dobb [1963], Nichtweiss [1953], and Rosenberg[1943-19441 
are among those who seem to detect or emphasize differences as 
early as the thirteenth and fourteenth centuries.) 

But what was the development to which Carssten refers? Jerome 
Blum argues that in Western Europe 

the twelfth and thirteenth centuries Lvere years of expansion. . . . But 
the majority of seigneurs, impelled by their growing need for cash 
resulting from the increased use of money and the higher standard of 
living, abandoned their own agricultural operations and converted the 
obligations owed them by their peasants into money payments. . . . 
In contrast to the twelfth and thirteenth centuries, the fourteenth and 
fifteenth centuries were times of severe contraction in most of U’estern 
Europe. . . . Yet, remarkably enough, the process of emancipation 
instituted under the stimulus of the preceding boom period, was con- 
t imed,  and in some lands carried to completion, largely because of 
these hard times of the late Middle Ages. (Blum 1957: 810-11) 

Far more remarkable than the “continuation” of emancipation 
during the last two depressive centuries-n which there is universal 
agreement and which corresponds to my own “theoretical” expecta- 
tions and explanations-is Blum’s allegation that this process already 
had begun during the earlier centuries of boom. There is evidence 
that the earlier tendency went the other way. Postan argues, a t  least 
in the case of England, that 

during the 150 years following the commutation of the twelfth century 
and preceding the wholesale commutation of the fourteenth, many 
manors stabilized, or even increased, their labour services. In the 
agrarian history of England these 150 years were a period of Hochkon- 

junktur.  . . . On a number of estates for which Lve have evidence, 
demesne acreages also grew or at least ceased to contract for a time. 
(Postan 1937, cited in Kay 1973: 31) 

Cristbbal Kay, reviewing estimates from several sources of the 
distribution of arable land between the manorial enterprises on the 

* Grundherrschaft refers to indirect cultivation by the demesne landlord, through 
tenants, as distinct from Gutsherrscbuft, or direct cultivation as an enterprise. 
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one hand, and the peasant enterprises on the other, finds for England 
a rough proportion of 40:60 in the eleventh century, which changed 
in favor of the manors to 5O:SO during the “boom” years between 
1272 and 1307 (for which data are available) before falling again, and 
much more drastically, to 25375 for the post-Black Death depression 
year of 1378 (Kay 1973: 34-35). Kay’s examination of the relative 
distribution of landholdings and rent receipts between larger and 
smaller manors produces similar findings (Kay 1973: 35-39), which 
are consistent with my hypothesis. The  evidence offered by Pirenne 
(1936), Bloch (1961), and others may support the supposition that 
similar differences between the thirteenth and the fourteenth cen- 
turies in the process of transition from feudalism may be found in 
France. 

Blum summarizes the situation in the lands east of the Elbe thus: 

The general pattern that emerges from this s u n  ey is a trend to\\ ard the 
loss of their freedom by a large part of the peasantry in these lands of 
Eastern Europe. But this tendency a as reversed-for a time-in East- 
ern Germany, Poland, Bohemia, Silesia, Hungary, and Lithuania, by 
the influx of German colonists that began in the twelfth century. and in 
Russia by the migration from the Dnieper regions into the Oka-\-Olga 
triangle. (Blum 1957: 814) 

This summary suggests that serfdom \\as on the rise in the East until 
the twelfth century, while it was on the decline in the M’est. LVhy 
should that be so? The  massive migration of Germans eastward 
across the Elbe has been noted and emphasized by all observers, as 
has its liberating effects-since the Eastern princes had to offer more 
land and freedom to attract the settlers. But the timing and causes of 
this migration are not so clear. It is evident that population to the 
east of the Elbe was significantly less dense than that to the \lest. 
Blum attributes this in part to population grov th in the \Vest during 
the boom period of the fairs and the Crusades. But v hy should this 
migration and the attraction of migrants have started in the tv  elfth 
century? Blum and others argue that the liberation from serfdom in 
Eastern Europe was associated at first with the freedom granted to 
the migrants, a freedom that Lvas then extended to the local peas- 
antry during the thirteenth and fourteenth centuries. It is less clear 
why such an extension should have occurred at that time. O n  the 
other hand, during the fourteenth and fifteenth centuries, 
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the available evidence seems to indicate clearly that the lands east of the 
Elbe, like those of the west, were going through a long period of 
depression and contraction. . . . But . , , instead of reducing obliga- 
tions, as was the general practice in the \Vest where the lords tried to 
hold their peasants and attract new ones by asking less of them, 
seigneurs in Bohemia, Silesia, Poland, Brandenburg, Prussia, and 
Lithuania imposed new and heavier obligations, notably in the form of 
labour dues and cash payments. . . . steady encroachments were 
made upon the right of the peasant to come and go as he pleased. . . . 
By the end of the fifteenth century then, from the Elbe to the Volga, 
most of the peasantry were well on their way to becoming serfs. During 
the next century both obligations and restrictions continued to be 
increased, so that by the end of the sixteenth century the process of 
enserfment was just about completed. (Blum 1957: 819-22) 

In support of his interpretation of the fourteenth and fifteenth 
centuries, Blum cites Carssten among others; but Carssten’s evi- 
dence is not clear for this period: “we do not know for certain why so 
many holdings became deserted in the fourteenth and fifteenth 
centuries” (Carssten 1947: 159). 

Moreover, Blum’s interpretation of the evidence would contradict 
Carssten’s claim that until the fifteenth century there was a parallel 
development between the East and the West. 

Other historians place the beginning of the “second serfdom” in 
Eastern Europe much later, from the second half of the fifteenrh 
century (Engels 1956) and particularly during the sixteenth century. 
It  is universally agreed that the sixteenth century witnessed the 
renewed enserfment of peasants in the East, in sharp contrast to their 
liberation in the West; but this later “second” enserfment is also 
universally associated with, and usually attributed to, the renewed 
economic expansion of the sixteenth century. 

T h e  sixteenth-century enserfment of the peasantry in Eastern 
Europe (with the exception of Russia, where the renewed economic 
expansion did not make itself directly felt) is consistent with my 
hypothesis, for it represented the landlords’ response to their in- 
creased requirements for labor in order to meet the West European 
demand for East European agricultural products, principally grains, 
flax, and hemp. The  Western manufacturers and Western-supplied 
oriental luxuries apparently had already increased by the late de- 
cades of the fifteenth century (as had the mining of silver in Ger- 
many), but it was significantly increased and consolidated by the 
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price revolution and associated transformations in Western Europe, 
related to the colonial exploitation of the mining regions of Mexico 
and Peru. 

The Peasant Wars in Germany, led by Thomas Miinzer, and the 
associated Protestant Reformation of Luther, which Engels studied, 
were the political consequences of this development. The defeat of 
the Peasant Wars and the success of the Reformation were the results 
of the alliances that, under the circumstances, were realistically 
possible. 

Kula (1970a), though referring to the entire period from the six- 
teenth to the eighteenth century, lists six essential causes of the 
changes experienced by Poland in particular and by Eastern Europe 
in general: (1) the inflation throughout all of Europe that was the re- 
sult of the inflow of American precious metals, which increased the 
prices of staples more than those of luxuries; ( 2 )  the relative decline 
of luxury spice prices as a result of the increased trade with the 
Orient; ( 3 )  the technical progress which led to the decline in the 
relative prices of some manufactures, such as iron and paper, com- 
pared to those of agricultural products; (4) the progress in 
socioeconomic organization in other manufacturing sectors, such as 
textiles; ( 5 )  urbanization and industrialization; and (6) improvement 
in the technology of communication, particularly of navigation (Kula 
1970a: 504-5). These factors not only increasingly favored the terms 
of trade for East European agricultural producers with respect to 
their imports from the West, but they also changed the internal 
terms of trade between magnates, nobles, and peasants within Po- 
land. 

Kula estimates the following terms of trade on commercially sold 
produce - for the province of Carcovia, using lSS0 and 1600 as base 
years. 

Terms of trade 1550 1600 1650 1700 1750 

of magnates 
of nobles 
of peasants 

of magnates 
of nobles 
of peasants 

100 276 385 333  855  
100 80 144 152 145 
100 205 169 118 51 

- 100 139 121 3 10 
- 100 180 190 181 
- 100 82 58 25 
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By making certain heroic assumptions about the portion of output 
retained for self-consumption, Kula estimates the index of total 
income for these groups between 1600 and 1750 as rising from 100 t o  
220 for magnates and from 100 to 142 for nobles, and as falling frorn 
150 to 92.5 for peasants (Kula 1970a: 502). Thus his analysis implies 
that the process of enserfment continued throughout the seventeenth 
century on into the eighteenth century, despite the seventeenth 
century depression in Western Europe and the associated wars 
which interrupted trade with the East (see Chapter 2 ) .  Although this 
suggestion would prolong the process of reenserfment well beyond 
the terminal date assigned by Blum, it would lead one to suppose, as 
Blum’s own interpretation suggests, that enserfment proceeded 
equally in times of depression and times of economic expansion. 
This would be hard to believe. Unfortunately, Kula did not publish 
estimates for the period of enserfment before 1550. Sonetheless, to 
the extent that the above estimates are reliable, they do throw some 
further light on the question of this institutional change in expanshe 
and depressive times. If we may assume that enserfment is in some 
sense inversely proportional to peasant income-and the reduction 
of labor costs was, after all, an important part of the purpose of 
enserfing peasants-then we may note that in the depressive half 
century, 1600-1650, the peasants’ loss of income was only less than 
20 percent; in the less depressive period from 1650 to 1700, the loss 
was nearer 30 percent; and in the half century of the eighteenth- 
century recovery, the peasant loss of income jumped to nearly 60 
percent. In the first half century of Kula’s table, which was a period 
of expansion, but also included the beginnings of the seventeentli- 
century depression, peasants and magnates registered an income 
increase and nobles a decrease. Of course these numbers cannot be 
taken too strictly, since the commercialized product, especially for 
peasants, was relatively minimal (Kula estimates 10 percent); but the 
directions of these changes tend to confirm the hypothesis that thle 
exploitation of the peasants increased during boom times rather than 
during depressions. 

The exploitation of peasants in Western Europe decreased further 
during the seventeenth-century depression (see Chapter 2). But the 
question which has interested all the students of this period of 
history remains: If the boom times-including urbanization and 
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increased market demand for agricultural products-of the sixteenth 
century accelerated the enserfment of peasants in Eastern Europe, 
why did these same factors accelerate their liberation from serfdom 
in Western Europe? Kay analyzes and summarizes part of the an- 
swer. 

The market thus played two essentially different roles in IVestern and 
Eastern Europe. In Western Europe the grouth of the market was 
mainly internal to the economy and associated with the growth of the 
t o u m  and cities. This development strengthened the bourgeoisie who, 
in their political struggle against the feudal landlords, worked towards 
the liberation of the peasants and also towards increasing a t  least the 
standard of living of certain groups of peasants. In Eastern Europe the 
market stimulus was external to the economy and the adaptation of 
the Eastern economies to the initial capitalist development of the LtTest 
strengthened the economic position and, above all, the political poLver 
of the landlord class. The  East European landlords, in their desire to 
take advantage of these profitable export opportunities, were driven 
towards acquiring control not only over production by firmly establish- 
ing the Gutsberrscbuj? in its most developed form, but also over the 
marketing of their grain exports. The  landlord class successfully subju- 
gated the middle classes and nascent bourgeoisie of the towns and cities 
(especially in Prussia and Poland). Thus even though the terms of trade 
became favourable to the East European countries, their association as 
primary producers with the capitalist development of the il’est led to 
the weakening and subjugation, if not the actual decline, of the 
bourgeoisie in the towns and cities, and to the enserfdom and drastic 
reduction of the Peasant Economy through labour rents and the ex- 
propriation of land (Buuerdegen), resulting in the decline of their general 
standard of living. This dependence of the bourgeoisie on the Guts- 
bemcbuj? landlords, and of the latter on [Yestern capitalist development, 
had as a final consequence the effect of creating one of the first cases of 
historical underdevelopment. . . . The  relationship which emerged 
between the East European and iYest European economies, the latter 
providing raw materials and foodstuffs for the former, is not unlike that 
to be found in the dependency between underdeveloped and developed 
countries today. (Kay 1973: 183-84) 

It was this same weakness of the incipient bourgeoisie in Germany 
which, according to Engels’ analysis of the roles of Miinzer and 
Luther in the German Peasant U’ars, led Luther to abandon Miinzer 
and the peasants, and to ally himself with the landlords in the phase 
of the war that brought the peasants to defeat. The relative weakness 
of the bourgeoisie and the towns in East Europe, already before the 
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onset of this association with Western Europe (Wallerstein 197421: 
96), may perhaps be attributed to the earlier Turkish and Mongol 
invasions of the Eastern regions and the consequent nondevelopment 
of greater royal as opposed to feudal power. 

The underpopulation in Eastern Europe, both absolute and rela- 
tive to the U’est, would-as in the New World as well-occasion 
new forms, or renewed forms with new contents, of forced labor 
sen itude in response to the opportunities of demands of profitable 
good business. 

In \Vestern Europe, in the meantime, the sixteenth century eco- 
nomic grouth and the increasing demand for agricultural product s 
offered the local pea’santry in many parts the opportunity to partici- 
pate in the direct market provision of the supply and in the income to 
be derived from this provision. This the Western overseas demand 
in Eastern Europe did not do. However, circumstances varied from 
one country and region in the West to another. In France, where 
towns and internal commerce were more developed but u here 
neither Gutsherrschuft nor the development of a livestock economy 
were apparently feasible, the struggle for the rent from the land 
tended toward sharecropping. In Spain and England, during the 
enclosures movement, common grazing lands were enclosed and/or 
crop lands were given oler to sheep; this gale rise to the common 
saying that sheep ate men, who could not survive with,out crop(;. 
Sheep would hake eaten a lot more men if Eastern Europe had not 
risen to the occasion and satisfied the resulting increase in the 
demand for grains, or if the mining regions of the h-ew M’orld had 
not provided some of the means to pay for the grains. The precious 
metals from the Nem World enabled the Western European coun- 
tries to settle directly or indirectly the deficit in the trade balance 
u ith the Orient, which pro\ided some of the goods (spices) to pay 
for East European imports. it was, some of the displaced 
peasants-in a relati1 e labor-surplus European economy-were able 
to mole into the towns, thus giving rise to the expression that “town 
air made free.” But most of them could be harnessed through the 
putting-out system into spinning and u eal ing the wool in the coun- 
tryside itself, e\ en though their products were increasingly sold in 
the tonns and abroad, including Eastern Europe and the Xevv 
World. 
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In summary then, I would argue that during the booming six- 
teenth century when business was good, “external” and “circula- 
tory” opportunities and demands stimulated institutional transforma- 
tions in both Eastern and Western Europe, as well as in parts of the 
New LVorld. Such opportunities had probably had a similar impact 
during the previous long expansionary period of the twelfth and 
thirteenth centuries, when Europe’s relations with the Muslims had 
changed, particularly in the hlediterranean regions. On the other 
hand, these expansions were brought to a halt, perhaps by the 
increasing limitations of the productive forces relative to the rela- 
tions of production-or, in other words, by decreasing returns to the 
scale of production-which gave rise to the depressions or reces- 
sions, or, perhaps more accurately, retrenchments of the fourteenth 
and fifteenth centuries, and then again of the seventeenth century. 
During these periods of depression, “internal” productive or produc- 
tivity transformations and qualitative political and social transforma- 
tions of the relations of production had to take priority; in situations 
where these changes failed to occur, or were inadequate, the region or 
society lvould be condemned to historical oblivion, if only because of 
the backwardness of the modes of production relath e to those in 
societies, such as England, that did undergo such qualitative 
changes. 

Thus England flourished in the sebenteenth century relative to the 
rest of Europe, and especially relative to the decline of Spain and 
Italy (see Chapter 2 ) .  In the uneven and combined cyclical historical 
development, the “external,” “circulatory” determinants are dialecti- 
cally related to the “internal,” “productive” ones, even beyond the 
tautological observation that both or all of these determinants are 
obviously internal to the social system we are studying. These two 
hypotheses form the guiding principles in the selection of historical 
events and interpretations presented in the following chapters: (1) 
institutional changes are primarily determined by what is “good 
business”; and ( 2 )  external contradictions and developments have 
more immediate importance u.hen “business is good,” and internal 
contradictions and developments have more immediate importance 
when “business is bad.” 



Chapter 2 

The Seventeenth-Centwy 

It  is now commonly admitted that there wm, for several 
decades in the seventeenth century, a period of major eco- 
nomic and social recession, crisis and secular readjustment, 
which contrasts strikingly with the periods of economic 
expansion which preceded it and followed it. Its effects 
were not confined to  any single country, but with a few 
marginal exceptions these can be traced throughout the 
entire range of the economic area dominated by, andfrom, 
Western Europe, from the Americas to  the China Seas; nor 
were they confined t o  the economic jield. 

-Eric Hobsbawm (1960) 

Most of the seventeenth century was marked by a worldwide de- 
pression: the “decline of Spain,” the decline of Italy and of the 
Ottoman Empire, the Thirty Years War in Germany. These de- 
velopments, long treated as isolated phenomena and variously at- 
tributed to one or another specific and often noneconomic cause, are 
now being increasingly recognized by modern historiography to 
have been the mutually related processes of a single global crisis 
(Hobsbawm 1960). What is more, the crises and depression of the 
seventeenth century may-and should-be traced and related to the 
earlier economic expansion: the development of capital accumulation 
in the sixteenth century. It is clear that the depression of the seven- 
teenth century followed the growth of the sixteenth century and 
brought the latter temporarily to a halt, but it has not yet generally 
been accepted that the general crisis of the seventeenth century must 
be interpreted as a necessary economic and political development- 
the consequence of the economic limitations of growth and accumu- 
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lation in the previous sixteenth-century upswing. And still more 
important, the crisis of the seventeenth century must be studied as 
the critical resolution of development limitations, a resolution which 
was the necessary requirement for, and the basis of, the develop- 
ment of capitalism and the accumulation of capital in the stage that 
followed, namely the eighteenth century. This task is still only in 
the initial stages of fulfillment. Although it xvill not be possible to 
meet these requirements of scientific historiography and political 
economic (as well as sociocultural) analysis here, the following re- 
view of the seventeenth century is undertaken with these objectives 
in mind. 

The crisis of depression and decline was evident in the Mediterra- 
nean area, which had been the principal center of economic activity 
since the fifteenth century. The Ottoman Empire, the Northern 
Italian cities, and Spain all declined, never again to recover their 
leadership. The other hub of economic activity, the Baltic area, also 
suffered decline; in Poland, the cities of the Hanseatic League and 
other German regions, and Denmark. In addition, the France of 
Richelieu was in crisis, as was the England which experienced the 
Cromwellian revolution of 1640 and the Glorious Revolution of 
1688. Only Belgium and Holland-the latter in its “golden” 
century-seem to have partially escaped the general depression. The 
“European periphery” in .Asia, Africa, and Latin America-and 
notably in the ‘‘nekv’’ areas of Siberia, h-orth rlmerica, and the 
Caribbean-experienced the seventeenth-century world depression 
variously and differently, as we shall examine below. Braudel and 
Spooner (1967: 404-5) date the beginning of the declines or depres- 
sions from the 1580s in Spain (others date the decline from 1 5 7 5 -  
1 580); from 1589-1 592 in France; from 1620 in Germany; and from 
1640 in England and Holland. But in selecting these dates they are 
primarily following the history of price movements, which were 
influenced by the “inflationary” consequences of the Thirty Years 
\Yar from 1618 to 1648.* Hence, I argue that it is more accurate to 
date the general depression in England, for example, from 1615 
(Supple 1969) and most certainly from the cyclical depression of 

* Braudel, in the first edition (for example, 1953, 11: 544-47) dates the economic 
decline of the Mediterranean from 1610-1620. 
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1620-1624. The decline of Italy may be dated from the beginning ol’ 
the seventeenth century (Cipolla 1970) and the decline of Ottoman 
Turkey perhaps even somewhat earlier (Lewis 1970). 

It may be observed that, in general, the downswing of the 
seventeenth-century depression that swept across these areas fol- 
lowed the same sequence and rhythm as had the upswing of 
sixteenth-century expansive development. This sequence is espe- 
cially evident in the wave of the sixteenth-century price revolution, 
as explained in Chapter 1. This observation is only one of several 
grounds for agreeing with Hobsbawm, Vilar, and others that the 
seventeenth-century depression had a common economic cause and for 
rejecting explanations which attribute the declines of individual 
regions to specific agricultural failures, political decay or crises, or 
war-especially the Thirty Years War. Such explanations are more 
properly to be regarded first as consequences and then as contribut- 
ing aggravations of the general economic crisis (Hobsbawm 1960; 
1965: 14). 

The decline in prices, or, more accurately, the drastic decline in 
their rates of inflationary increase, which the price historians have 
observed and which Braudel reviews in the Cambridge Economic His- 
tory of Europe, is only the most visible manifestation of the crisis and 
depression. The analysis of prices should not be limited to 
monetarist quantity theory, which regards changes in the price level 
as simple results or reflections of changes in the quantity of money 
due to fortuitous fluctuations (in this case decreases) in the produc- 
tion of silver and gold. Along with the decline in prices, there was 
undoubtedly a decline in rates of profit. Even the British and Dutch 
East India companies, chartered in 1601 (more precisely, December 
3 1, 1600) and 1602 respectively, were notably unprofitable during 
most years of their operation until the last part of the seventeenth 
century. 

Foreign trade either declined or expanded only slowly. The trade 
of the Ottoman Levant and its Italian cities atrophied disastrously. 
Shipping between Spain and its American possessions declined to 
one-third of its sixteenth-century maximum. Baltic trade was sharp- 
ly reduced after 1620. Even the oriental trade, despite Holland’s 
“golden” century, declined from 1620 to 1650 and fell off drastically 
between 1650 and 1680 (Vilar 1969: 235). British exports, especially 
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of textiles, fell off after 1620 (Supple 1969). Internal production also 
declined, either absolutely or in its rate of growth, although perhaps 
less than external trade. This was especially true of the production of 
manufactured goods, as we shall see below. These and other eco- 
nomic problems were reflected in-and then aggravated or acceler- 
ated by-political crises, of which we may regard the two English 
revolutions and the Thirty Years n7ar as only the most notorious. 
The financial reforms of Colbert in France were an unsuccessful 
attempt to stem the tide. Moreover, both the economic and political 
crises were reflected in the cultural sphere, which experienced a 
simultaneous flowering or renaissance. Geographical expansionism 
also increased. Recovery, in turn, from the seventeenth-century 
depression may be dated roughly from the 1690s-for Britain 
perhaps from the year following the Glorious Revolution of 1688- 
1689-although this date varies from country to country, as we shall 
observe. (In emphasizing the identification of this long seventeenth- 
century depression I do not deny the importance of some interven- 
ing temporary cyclical upturns.) 

1. The Decline of the Mediterranean 

We may begin a review of the seventeenth-century depression in 
particular regions with those economies whose decline effectively 
eliminated them from the competitive race for economic and political 
supremacy and development: the Turks, the Italians, the Spaniards, 
and perhaps the Portuguese, the East Europeans, and in a way the 
Germans. Although these productive and commercial centers all 
participated in the general or common cyclical downturn of the 
seventeenth century, their individual declines were for all intents 
and purposes permanent (at least until the late nineteenth and twen- 
tieth centuries) and apparently secular. In other words, these eco- 
nomic centers did not individually achieve an adequate domestic and 
international adjustment to the limitations of sixteenth-century de- 
velopment and its seventeenth-century crisis-challenge; but their eco- 
nomic and military declines and elimination did contribute to the 
crisis-adjustment of the world mercantile capitalist system and to the 
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process of capital accumulation as a whole. Moreover, the decline of  
these centers was an integral factor in the successful adjustment of 
other centers of economic activity to the capitalist system and ac- 
cumulation process, notably England and to a lesser degree Flanders 
and France. The elimination of France f rom-o r  at least retardation 
in-the process of capital accumulation would be the subject of a 
later cycle. * 

The expansion of the Ottoman Empire of the sixteenth century 
was halted a t  the end of that same century. W’estern historians have 
usually attributed the empire’s subsequent decline to both external 
and internal political causes. \Thile this is useful as far as it goes, it 
underlines the need for a further analysis, to uncover the mor12 
profound “internal” causes which led to a change in the essential role 
or function the Turks played, along with the Arabs, in the incipient 
process of capital accumulation on a world scale and mercantile 
capitalist development. Bernard Lewis marks the decline of Otto- 
man power by the treaties of 1606, 1683, and 1718. These three 
treaties, more than causing the decline, consecrated it, and expressed 
the ever decreasing bargaining power of the Turks relative to their 
rivals. 

Long before, a t  the Battle of Lepanto in 1.571, the Ottoman 
advance had been stopped at the gates of Vienna. By 1580, an 
Ottoman geographer warned hlurad I11 of the dangers to Islamic 
trade-and faith-that increasingly u ould result from the European 
establishment in Asia and their control of the sea routes to the west 
He  advised the construction of a canal at Suez, the capture of the 
oriental ports held by the Portuguese, and the expulsion of “the 
infidels.” By 1625 another Ottoman observer complained of the 
increasing competition from the Europeans in the oriental trade and’ 
of the supposedly consequent increasing scarcity of gold and silver in 
the lands of Islam. H e  advised the latter to capture the shores of 
Yemen (where the Portuguese had established forts to protect their 
oriental trade): “otherwise before very long, the Europeans will rule 
over the lands of Islam” (Lewis 1970: 222).  European commerce was 
seen as unfair competition because it had access to and used new 
sources of gold and silver (from the New LVorld) with which the 

* Hobsbawm (1960) develops a similar argument 
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Turks and Arabs could not compete (the less so insofar as the 
Europeans also diverted the traditional trans-Islamic flow of sub- 
Saharan African gold). The Turks, accordingly, were forced into 
increasing debasement and devaluation of their currency, Both their 
agriculture and their industry declined, in part due to state economic 
and fiscal policies in the face of the emergency and in part due to the 
increasing costs of maintaining a military machine that was fighting a 
losing battle with ever more expensive and professionally manned 
artillery and firearms (Lewis 1970). 

Sorthern Italy, which had survived and even continued to pros- 
per from the sixteenth-century expansion of trade via the ,Atlantic 
and the mercantile capitalist development of Spain and Northern 
Europe, definitely and definitively declined during the se1 enteenth 
century. This was the case at least of the industry and trade of 
Venice, Como, Milan, Cremone, Florence, Genoa, and even of 
Saples in Southern Italy. Some minor manufacturing regions, on 
the other hand, such as the peripheral areas of the colonized 
world-e.g., the Spanish empire in America-were able to derive 
temporary and partial benefit from the general decline by increasing 
their manufacturing production. They were unable, however, to 
firmly establish themselves. The prosperity of the Italian cities had 
been derived from (a) their privileged participation in the oriental 
trade with Northern Europe; (b) their earnings in financial and 
transportation services associated with this trade and part of the 
sixteenth-century European expansion; (c) in some cases, Mediterra- 
nean sugar plantation profits; and especially (d) the manufacture and 
export of high quality and high cost textiles. h l l  of these sources of 
prosperity suffered during the seventeenth-century depression, 
either from reduced trade, service, and plantation earnings due to 
the sixteenth-century development of competitive alternatives 
elsewhere, or from cyclically depressed prices, demand, and profits. 
Mostly, however, it was a combination of both, in which the Italians 
and their competitors suffered cyclically. But some of their competi- 
tors, taking advantage of new productive opportunities, were able to 
survive and recover, while the Italians and some other economies 
declined and were eliminated. 

Italian textiles suffered drastic restrictions of their export markets 
as a result of local competition in England, France, and the Low 
Countries; and they apparently suffered from these competitors’ 
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penetration into the “third” or “neutral” markets of Germany, 
Spain, Portugal, and Africa. Italian textiles were higher priced and 
more luxurious (like the “old draperies” of England which were also 
increasingly displaced) than the coarser and cheaper Northern 
European textiles (and English “new draperies”). R/loreover, high- 
cost Italian producers were protected by strong guilds which resisted 
the adoption of new productive methods; these were more easily 
introduced among their newer competitors in Northern Europe. 
Taxes were especially excessive as a component of costs, perhaps 
because of proportionately greater military obligations of the Italian 
city-states. Moreover, since the sixteenth-century inflation had acl- 
vanced faster and farther in Italy (as well as in Spain) compared to 
Korthern Europe, Italian exports had probably become relatively 
more uncompetitive in Northern Europe for that reason as weli. 
During the sei enteenth century, the Italians, like the Spanish, in- 
creasingly resorted to debasement and devaluation of the coinage, 
perhaps to a greater degree than their northern rivals; but this policy 
only offered temporary relief at the cost of still greater long-term 
damage to the economy’s competitive position in the internationd 
market. By the end of the seventeenth century, the erstwhile textile 
kings in Italy were importing manufactures from England, France, 
and Belgium, exporting semiprocessed raw materials in return, and 
relying increasingly on foreign, especially English, shipping (Cipolla 
1965). Italian capital, when it was iniested, increasingly flokved 
abroad, where profits were more attractive than at home. Financial 
supremacy in the meantime had passed to ;\msterdam. 

The decline of Spain in the seventeenth century has gken rise t13 
much analysis and controtersy (List 1856; Hamilton 1929; \‘ilar 
1964, 1969; Larraz 1943; Chaunu 1974; Vicens \ k e s  1962; Regla 
1961; etc., as well as contemporaries cited by them, especially Sanch:, 
de hloncada, Martinez de la Mata, Cellorigo, etc.). But there is 
general agreement among all of these Lvriters that during thl- 
seventeenth century Spanish domestic economic development \vacj 
re\ ersed and that internationally Spain was all but eliminated as a n  
autonomous contestant in the struggle for economic (and political) 
supremacy and benefit Lvithin the mercantile capitalist system and 
the process of world capital accumulation. IVhat is more, the milking 
of the Spanish economy by her competitors and enemies, already 
begun during Spain’s golden (or silver) century, was intensified to 



72 Andre Gunder Frank 

the point of all but milking Spain dry. Returning from Italy, a 
Spaniard reported in 1654 that “a witty cartoon has now appeared in 
Rome: a very fat cow with a large udder called Spain; around it 
many sucking calfs called England, Flanders, Holland, France, 
Germany, Italy and others of our enemies” (cited in Regla 1961: 
338). According to Larraz (cited in Regla 1961: 346) the inward- and 
outward-bound shipping between Spain and its American colonies 
declined from about fifty-five ships and 20,000 tons annually each in 
1600-1604 to twenty-seven ships and 9,000 tons in 1640-1650 and 
to eight ships and about 2,500 tons each in 1701-1710. Moreover, 
according to a contemporary French source, of all the merchandise 
arriving in Cadiz at the end of the seventeenth century, 2 5  percent 
was consigned to French merchants, 22  percent to Genovese, 20 
percent to Dutch, 10 percent to English, 10 percent to Flemish, 8 
percent to German, and only 5 percent to Spanish receivers (Regla 
1961 : 346). Simultaneously, Spanish merchant shipping was re- 
placed by that of her European rivals. 

Foreign control of the Spanish economy and trade, the anti- 
nationalist Habsburg economic policy, the price differential between 
Spain and the rest of Europe due to its greater inflation and devalua- 
tion (in part through copper vellon coinage) and of course the com- 
petitive disadvantage of Spanish industry compared to that of 
France, the Low Countries, and increasingly England, spelled the 
virtual destruction of Spanish industry in the seventeenth century. 
The only exception was a temporary Catalan revival associated with 
wool exports. The shutdown of textile establishments in Castile and 
elsewhere gave rise to numerous complaints and, with the exception 
of temporary relief, unsuccessful attempts to save them. This shut- 
down also was reflected in the decline of population in the principal 
old textile centers: 

City Number o f  Heads o f  Families (Vecinos) 

17PO 1794 1646 1694 

Toledo 5,898 10,933 5,000 5,000 
Segovia 2,850 5,548 - 1,625 
Salamanca 2,459 4,953 2,965 2,416 
Valladolid 6,750 8,112 3,000 3,637 

SOURCES: Larraz 1943; Vicens Vives 1962: 139. 
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These data for vecinos correspond to estimated total populations of 
55,000 in Toledo, 27,000 in Segovia, 25,000 in Salamanca in 1504 
(Regli 196 1 : 15). Although total population in these provinces aho 
declined during the seventeenth century, the population decline in 
the manufacturing cities was still greater, and possibly greater than 
that of vecinos (Regli 1961: 254). 

The decline of Spain is summarized by other testimony. Thus, 
the German nationalist, Friedrich List, observed, looking back from 
the mid-nineteenth century: 

Valencia, Segovia, Toledo, and many other cities of Castile were 
distinguished by their manufactures of wool. Seville alone numbered 
sixteen thousand looms, and the woollen manufactures of Segovia 
employed thirteen thousand workmen in 1552. Other branches of 
industry . , . were developed in the same proportion. (List 1856: 13)  

Yet only a half century later Sancho de Moncada observed in his 
Restaurucibn Politica de Espuriu I61  9 (1 746 edition) that foreign man- 
ufactures “have occasioned the neglect of all the trade and commerce 
of Spain, whose decline had been experienced in Toledo, Burgo,s, 
Medina, Sevilla and other mercantile places” (quoted in Larraz 1943: 
166). During the remainder of the seventeenth century, the decline 
of Spain was to be still greater. It is significant that during much of 
this time the kings of Spain were also the Habsburg emperors, and 
that the interests of Charles V and his Northern European bankers lay 
elsewhere. Larraz writes: 

T h e  interpretation of the foregoing data is quite clear. . . . T h e  
intervention in Europe made the Treasury of Castile spend, through 
contracts and transfers of foreign bankers-principally Genovese-all 
the money that was consigned to the Treasury from the [Spanish 
.4merican] Indies and also a goodly part of what was consigned to 
private individuals, which was obtained through taxation and, in some 
cases, through expropriation. Thus ended the Castilian golden cen- 
tury. . . . Sancho de Moncada said in 1619 that nine parts in ten of the 
trade with the [Latin American] Indies was by foreigners, “so that the 
Indies are for them and the title is for your Majesty.” .A few years later, 
in 1624, Struzz testified to the reality of the commerce with the Indies. 
With total official tolerance, “the largest part of the merchandise that 
the fleets carry is foreign property under names of Spaniards.” . . . 
The  trade coming from Sevilla and Cadiz . . . fell almost entirely into 
foreign hands. The  testimony from all sources, from Spaniards and 
non-Spaniards, support the above statement throughout the seven- 
teenth century. (Larraz 1943: 79, 89-90, 88- 89) 



74 Andre Gunder Frank 

Similarly Adam Smith observed that “the colonies of Spain and 
Portugal, for example, give more real encouragement to the industry 
of other countries than to that of Spain and Portugal” (Smith 1937: 
591). (The “decline of Spain,” as Hamilton and others have called it, 
is of course extremely instructive for any analysis of underdevelop- 
ment; but the latter is beyond the scope of this book.) 

;Ilong with Germany and other regions bordering on the Baltic 
Sea, Eastern Europe-Poland and Danzig-had been an important 
exporter of foodstuffs and rau. materials to Western Europe and 
perhaps its most important customer for imports of textiles and other 
manufactures during the sixteenth century. In the 1620s the Baltic 
market for northwest European exports collapsed, initiating the 
general crisis (HobsbaLvm 1960; 1965: 10). Sonetheless, East Eu- 
ropean production of foodstuffs for exports continued and grew 
during the seventeenth century, and enjoyed favorable terms of 
trade (Kula 1970a: 153). In Eastern Europe, production for the export 
market continued to generate the second serfdom of the peasantry 
and the increased wealth of the largest landowners and merchants. 
Real income (money and in kind) of the magnates increased from an 
index of 100 to one of 220 betaeen 1600 and 1750, IF hile that of 
nobles increased from 100 to 142 and that of peasants decreased from 
100 to 92.5. The relative money incomes changed much more drasti- 
cally still. This restricted the internal market both for domestically 
produced manufactures and for certain imported ones, consolidating 
the dependence of Eastern Europe as a rau materials producer and 
supplier to TT’estern Europe (Kula 1970a: 146-54). In other words, 
the seventeenth-century crisis apparently also eliminated Eastern 
Europe as a potential competitor of the \Vest in the contest for 
economic supremacy, capital accumulation, and development. 

2 .  Depression and Transformation in Northwest Europe 

In France, the seventeenth century produced Richelieu, Colbert, 
and Louis XIV, as nell as the Frondiste uprisings during the mid- 
century. These uprisings were both the result of, and a revolt 
against, the economic conditions generated by the long depression 
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and the often successful attempts by the state to shift its burden onto 
the poor. Stagnation and decline befell the French economy in 
general and also its industrial production after 1630, simultaneously 
with the decline of the money supply and prices. Unemployment 
and pauperism increased, generating the Frondiste uprisings. Thus, 
the economic policies of Colbert (despite the fact that his name has 
become a synonym for mercantilist policy, not unlike that of the 
contemporary mercantilists elsewhere in Europe) and those of 
Richelieu before him represented not so much the execution of 
autonomously generated mercantilist ideas or theories (and still less 
“erroneous” “bullionist” ones) as they reflected the necessary and 
logical response to the exigiencies of the seventeenth-century depres- 
sion. “Colbert’s policy of industrialisation was really nothing but a 
desperate effort to counteract this declining trend; it was undertaken 
in the highly unfavourable conditions of deflation, falling prices, 
incomes and consumption, and ended in semi-failure” (Crouzet 

Colbert also sought to allay France’s internal economic problerns 
by launching a vast commercial offensive overseas (requiring mili- 
tary support, however), especially in the S e w  U70rld. One of his 
instruments was the founding of the French West Indies Company 
in 1664. But this commercial foreign policy also had only limited 
success, at least during Colbert’s own lifetime, because of the 
economic circumstances of the times. Moreover, Colbert’s economic 
policies, especially overseas, often had to compete with the interests 
and ambitions of France in continental Europe, represented by 
Louvois, the minister of war and Colbert’s rival, who sought to 
devote French resources to the prosecution of its incessant Euro- 
pean land wars and to the expansion and consolidation of its position 
on the European continent. By and large this terrestial military arid 
economic posture overshadowed and won out over the naval arid 
overseas commercial one. The former dominated French policy uni il 
France was defeated by England in the Seven Years War. The 
outcome of this war, the Peace of Paris in 1763, established British 
dominance on a world scale. This dominance was based on Britain’s 
naval power and colonial supremacy at a time when its technology 
and industry was not yet definitively superior to that of France. 
Perhaps this outcome and the respective policies leading up to it had 

1967: 141-42). 
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been geopolitically predetermined by the respective continental and 
insular locations and interests of the two great rival powers. 

England entered the seventeenth century as a second-rate power, 
both economically and politically speaking, and emerged from the 
seventeenth-century crisis as a first-rate power, even though its total 
supremacy would not be finally established until the Peace of Paris 
in 1763 and reconfirmed at the Council of Vienna in 1815, after 
Xapoleon’s defeat at LVaterloo. hlthough the seventeenth-century 
depression initially or superficially weakened Britain, as it did its 
European rivals, the British economy, more than any other, made 
the economic adjustments that would permit further capital accumu- 
lation and capitalist development in the eighteenth century and 
after. Most of its rivals, meanwhile, were economically and/or 
militarily and politically eliminated during the seventeenth century. 
In 1588 Britain had defeated the Spanish .Armada, while the Dutch 
were regaining their political independence from Spanish rule. Brit- 
ain also used to good advantage the Spanish annexation of Portugal 
in 1580 and Portugal’s renewed independence in 1640. In return for 
the offer of political protection to Portugal, Britain gained commer- 
cial prkileges in the treaties of 1642, 1654, and 1661 and finally 
achieved complete economic supremacy OL er, and domination of, 
Portugal after the Treaty of Methuen of 1703. This treaty de- 
finitively eliminated Portugal’s manufactures and con\ erted it into a 
purveyor of its own primary products as well as gold from its 
Brazilian colony to Britain. Moreover, Portugal became a purchaser 
of British manufactures for both its own and Brazilian consumption. 

The economic elimination of Italy Lvas revielved above. Rivalry 
with France continued through several wars, though it would not 
finally be settled in England’s falor until the Seven Years War of 
1756-1763, Germany, Lvhose de\elopment had been substantially 
abreast of England’s during the sixteenth century, was eliminated by 
the Thirty Years \Tar of 1618-1648, not to recover until the late 
nineteenth century. The Anglo-Dutch rivalry, despite Holland’s 
golden age of the seventeenth century, was tilted in England’s favor 
by the English Navigation Acts of 1650-1651, etc., and was politi- 
cally settled in England’s favor by the wars from 1672 to 1696. 
Holland’s economic decline did not become definite, however, until 
after England also had emerged victorious from the \Tar of the 
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Spanish Succession against France between 1701 and 17 13, and tlhe 
Treaty of Utrecht. In the meantime, domestically, England h,id 
experienced the bourgeois revolution of 1640 and the Glorious Revo- 
lution of 1689. The latter in particular increased the political power 
of the manufacturing interests relative to the interests of landed and 
commercial groups, who were disadvantaged after 1700. 

Underlying these political moments and movements was a sub- 
stantial economic transformation of the English economy, domesti- 
cally and internationally, generated by the seventeenth-century de- 
pression in the mercantile capitalist system as a whole and in Britain 
itself. During the sixteenth century, from 1500 to 1602, the wage 
index in England had risen from 95 to 124, while the price index had 
risen from 95 to 243. The index of real wages of British masons had 
fallen from 115 in 1475-1480 to 46 in 1600 and 38 in 1610-1620, so 
that to buy one year's consumption of bread a British worker had to 
work ten weeks in 1495 and forty weeks in 1593 (A4andel 1970, I: 
107, 148). During most of the selenteenth century, these price arid 
wage trends would be generally reversed, with the index of real 
wages rising again to 5 5  in 1700 and that of prices rising only slowly 
over the long period and falling during several shorter ones (Mandel 
1970, I: 108; Clough 1968). During the first decade of the seventeenth 
century and until 1614, prices and apparently profits were still rising 
in England. But after 1615 and especially after 1620, the former 
ceased their rapid rise and the latter definitely fell sharply. The 
export of shortcloths, which around 1600 had been approximately 
100,000 (notional) shortcloths and in 1614 had risen to a maximum of 
127,000, declined to 75,000 in 1622, and then hovered betwem 
80,000 and 90,000 during the next two decades to 1640 in all years 
but two (Supple 1969: 258). (Minchinton [1969: 91 gives a 75 percent 
increase in British exports from 1600 to 1640, which he calls a 
relatively low annual rate of increase of 1.5 percent.) 

FVhat the production, as distinct from export, of these manufac- 
tures was is difficult to say, but if it grew, it certainly did not do so 
rapidly, in comparison to earlier and later periods (Supple 1969; 
Hobsbawm 1960). Some indication of growth of some production 
may be the triplication of coastal ships between 1628 and 1683 with a 
tonnage increase until 1660 of approximately 1,100 tons per year 
(Hobsbawm 1960; 1965: 48). Nonetheless, economic growth, all 
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authorities agree, was certainly stagnating in Britain during this 
major part of the seventeenth century. Imports exceeded exports, 
and the balance of payments was generally passive in Britain. It was 
this cyclical problem which was at the root of the “bullionist” 
worries and recommendations of the British mercantilists of the 
time, especially of Thomas Munn’s famous tract, England’s Treasure 
by Fforraign Trade, which he wrote as a governor of the East India 
Company but in the aftermath of the downturn of the 1620s and in 
response to that crisis (Supple 1969: 212). 

These depressive circumstances either generated or facilitated 
costly economic adjustment in Britain, which were to place its 
economy in a competitively advantageous position against her conti- 
nental rivals. The times obliged the increasing replacement of the 
finer, short wool textiles (“old draperies”), whose principal export 
market had been the Baltic region, by the coarser long wool ones 
(“new draperies”), which would penetrate the South European, 
Portuguese, and new 4merican markets. The progressive elimina- 
tion of the former was accompanied (or facilitated) by the natural 
concentration of capital during hard times, the gradual elimination 
of the artisans who produced the older textiles by older methods, 
and their progressive replacement through the putting-out system. 
This involved a new “division of labor” between the merchant 
capitalists, who were favored by the process, and the peasants, 
whose reliance on agriculture was undermined as the symbiotic 
relation between artisan manufacture and peasant agriculture was 
being destroyed. 

This process, widely associated with the transition from feudalism 
to capitalism, was singularly accelerated by the seventeenth-century 
depression in England-so much so that it may be argued, following 
Hobsbawm and many others, that it was precisely the seventeenth- 
century depression, rather than simply a long-term secular trend of 
development, which critically accelerated the changes in the division 
of labor, both domestically in England and elsewhere as well as 
internationally. These changes in turn permitted the development of 
capitalism to continue and then to “take off,” propelled by factory 
and uniform interchangeable parts production. 

Yet none of this transformation in the mode of production, de- 
velopment of the division of labor, and accumulation of capital was 
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or could be limited to the narrow confines of any single national 
economy. Its stage was the developing world economy, and its 
actors were all of the participating subeconomies, including espe- 
cially the colonized and also the newly settled regions. Most specifi- 
cally, for Britain, this transformation involved: (1) increased re- 
liance on and support from the state for the manufacturing and 
commercial interests, after the revolutions of 1640 and 1688; (2) ihe 
protection of the Navigation Acts of 1650-1651 against Dutch com- 
petition and of the Portuguese treaties, which (a) opened a captive 
market for British textiles in a weak country, (b) obviated the pur- 
chase of French wine with scarce bullion or foreign exchange, and (c) 
paved the way for the increasing prohibition of all imports from 
France (Sideri 1970); and (3)  a new colonial policy in Asia, Africa, and 
the Americas (see section 3 below). 

The relationships between economic depression, commercial and 
industrial policy, revolution, the state, and war were particulai-ly 
important and evident in British rivalry with the Dutch. In the first 
half of the seventeenth century, the Dutch had five to six times more 
total shipping tonnage than the British, and thirteen times more 
tonnage engaged in the kital  Baltic trade; moreover, even half the 
cargoes that arrived in Britain from the Baltic arrived in Dutch 
bottoms. This was because the Dutch ships had a cost advantage 
over the British, particularly in the carriage of relatively low-unit- 
value hulk cargoes (Wilson 1957: 42-46). Thus the Dutch carried 
nearly three-quarters of East European and Scandinavian grain and 
timber westward through the Baltic, a similar proportion of French 
and Portuguese salt eastward, and between one-third and one-half of 
Swedish metals (Wilson 1957: 41-46). This trade had developed 
during the sixteenth century, along with East European exports of 
flax and hemp and the Baltic regions’ imports of salted fish and 
especially textiles from the \Vest. The British Merchant Adventur- 
ers and other trading companies exported textiles, which accounted 
for 80 percent of British exports at the beginning of the seLenteenth 
century; hut much of this was semifinished “white” cloth, which was 
dyed and finished in Holland before its reexport eastward by the 
Dutch, who thereby earned the ~ a l u e  added by their labor, trans- 
port, and merchandizing (Jones 1966: 38; Wilson 1957: 27-28). OnJy 
the British Eastland Company exported finished cloth, but at a 
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higher price than the Dutch. Thus the Dutch exports accounted for 
over half the textile trade to the Baltic regions (Wilson 1957: 41). 
Both the Dutch and English suffered from a balance of trade deficit, 
especially the English, which was filled by the supplementary ship- 
ment of bullion-hence one importance of the “Spanish connec- 
tion,” which was the ultimate source of this vital element.* Wilson 
summarizes: 

the burden of England’s tale of complaint [as] the resentments which 
English merchants and politicians felt against what they deemed to be 
England’s subservience to the Dutch economic system. Why was trea- 
sure draining away from England? Why was trade hampered and stran- 
gled by a physical scarcity of coin? The  answer was plain. So long as the 
Dutch sucked England dry of her stocks of raw materials, there could 
be no development of England’s manufacturing capacity, no opportu- 
nity for English merchants to benefit by the most profitable stages of 
the economic process. So long as English purchasers could be tempted 
in an uncontrolled market by succulent Dutch imports and so long as 
English importers were undersold by competition of Dutch rivals in an 
open market, it was impossible to correct the disequilibrium in the 
balance of trade. (Wilson 1957: 144-45) 

Lh early British attempt to remedy this situation was the so-called 
Cockayne project, named after a London alderman who was also a 
member of the Eastland Company, which exported finished cloth. 
He had already unsuccessfully sought to enforce the finishing of all 
colored export cloth in 1606. But in 161 3 he sought and procured the 
enforced dyeing and finishing of all exported cloth through the 

* O n  the other hand, this connection may have had an even greater importance by 
the seventeenth century in enabling multilateral settlements of this deficit in the 
balance of trade with the eastern regions. Thus Sperling and Price argue that in fact 
little bullion was actually shipped to the East, at least from England, except to Russia 
and of course to the Orient, and that the deficit was paid through indirect shipments 
from Holland or Hamburg and through letters of credit on these places, often on 
merchants from Southern Europe (see Sperling 1969: 461 for quotation from Price). .I 
contemporary, though somewhat later (1704) observer, seems to confirm the same: 

& to what concerns the correspondence by letters & bills of Exchange . , . for 
a.hoe\-er had sent goods to Danttzig, Hamburgh, Su.eden and Danemark, MOS- 
covey or Germany to France and Spai ne, and had account from these places 
that sd. goods were disposed of, and t i e  money come in for them, they send 
there bills to  Holland upon these places & had ready money for the bills wch 
always indepted these Nations (to wit France and Spaigne) very much to Holland 
. . . (Quoted in Sperling 1969: 461) 
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revocation of the Merchant Adventurers’ charter to expa’rt 
unfinished white cloth. The Cockayne project was a dismal failure 
and was abrogated after 1617 with the reinstatement of the Merchant 
hdventurers’ former privileges, for two related reasons: British 
manufacturing was not yet economically prepared to supplant the 
Dutch processing of its cloth, and its short-lived attempt to do so 
coincided with an economic recession in which demand, prices, and 
profits declined. Supple notes the “basic and immediate issue”: 

This was the general decline in the prosperity ofall types of old drapery, 
. . . Thus the deciding factor in the collapse of the Cockayne project 
was a fall in demand, on the part not so much of European consumers 
as of those merchants who had secured control of the cloth trade. . . . 
T h e  two eventful years 1615 and 1616 achieved no favorable results and 
taught some harsh lessons. They demonstrated, for instance, that the 
international division of labor by which the Dutch dyed and dressed 
England’s semi-manufactured textiles Lvas not an arbitrary phenome- 
non sustained by artificial survivals of company regulations. O n  the 
contrary, by the early seventeenth century it reflected economic 
realities against which England might tilt only at her peril. It was now 
uneconomic for English industry to attempt to add another process to 
the manufacture of the old draperies. The  achievement of this direction 
was pitifully inadequate and as late as 1632 some 75  per cent of the 
shipments to the Low Countries and Germany were still of unfinished 
cloth. (Supple 1969: 45, 49-50) 

Under the circumstances, another remedy was sought in the 
protection of British shipping. In 1615 the Levant Company had 
received a proclamation, which extended its monopoly from trade to 
and from the ports it served to the import trade of all commodities 
from these foreign ports. In the wake of the 1620 depression, and 
despite the attempts by opponents to blame the monopoly of the 
trading companies for the decline in trade, the Eastland Company 
was granted a similar proclamation extending its monopoly 
privileges in 1622. The official purpose was “to maintain and in- 
crease the trade of our merchants and the strength of our navy . . .” 
(Hinton 1959: 31) .  In the following two decades, British imports 
rose considerably, but exports increased to a lesser degree and 
frequently remained below the 1614 high point (Supple 1969). In the 
meantime, fishing for herring, to be salted and sold to Eastern and 
Southern Europe, became an important bone of contention between 
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Britain and Holland. This was reflected in the controversy between 
the English John Selden’s Mare Clausum, which sought to protect 
British shipping and fishing by claiming sovereignty over part of the 
sea, and the Dutch Grotius’ Mare Liberum, which argued for freedom 
of the seas to further Dutch interests and protect its neutral shipping 
in times of Anglo-French and Spanish wars. 

The mid-century years witnessed a serious economic depression, 
which led to the Navigation ,Acts of 165 1 and the first A4nglo-Dutch 
war of 1652 (Jones 1966: 47-49; IVilson 1957, chs. 4 and 5; Hinton 
1959, chs. 7 and 8). English shipping from the Baltic declined 
rapidly and drastically: 1647, 130 ships; 1648, 93; 1649, 64; 1650, 
2 2 .  The volume of cloth exports declined from 20,000 pieces to 
11,000 during the same years; and increasingly much of this 
export-in 1649 more than half-was exported in foreign bottoms 
(Hinton 1959: 84-85). 

In the new depression which settled on the English economy in 1649, 
these ideas of restricting foreign economic activity-especially 
Dutch-which were common to the crises of the pre\ ious half-century, 
were again revived. In that year the Council of State referred to 
Parliament the desire for a stricter regulation of foreign imports ex- 
pressed by the East India, the Letant,  and the Eastland Companies. 
(Wilson 1957: 54) 

These and other companies asked for protection against imports by 
foreigners, and the shipowners, through their spokesmen in the 
foreign Ministry, asked for a general monopoly on all import and 
export shipping. Only the Merchant -Adventurers, whose business 
was principally exporting, were opposed to some such measure 
(Wilson 1957: 55-56). The resulting act sought to reconcile these 
and other private interests and to advance the “national” interest. 
Passed in October and enacted in December 1651, it was entitled 
“An Act for the encouragement of shipping and navigation.” Hinton 
summarizes: 

Its provisions did encourage, and were designed to encourage, trade; 
but trade supported navigation. Its core was contained in two simple 
provisions: (i) goods were to be imported only from the place of their 
growth or production, and (ii) goods were to be imported only in 
English ships or in ships of the place where they were growm or 
produced. The  first condition cut out the Dutch entrepot, the second 
cut out Dutch ships. . . . The  Navigation Act could not increase, and 
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was not intended to increase, the xolume of trade. It could rescue, and 
was only intended to rescue, it from the hands of the Dutch. (Hinton 
1959: 89, 93) 

As Wilson comments, this 1651 act “harnessed the products of 
colonies firmly to the mother country, and thereby created by 
legislative act an entrepot system which pleased those who had 
preached that England should follow Holland’s way to wealth” 
(Wilson 1957: 57). 

The rump parliament that passed this act-as well as one in 1650 
forbidding the British colonies to trade with the Dutch-was the one 
that had emerged from the civil war of the 1640s, and more nearly 
represented manufacturing, commercial, shipping, and naval inter- 
ests. These same interests, spurred on by the depression, succes:;- 
fully pressed for war against the Dutch, despite the personal opposi- 
tion of Cromwell. Cromwell was opposed to war with the Dutch 
because he wanted to include them in a Protestant federation against 
the Catholic French and Spaniards (Jones 1966: 46; Wilson 1957, 
61). Strategically, the British were in a more favorable position than 
the Dutch, especially since their principal aim was only “defensive” 
(that is, to interfere with Dutch trade), while the Dutch had to 
attempt to destroy British shipping. The effects of the war, the 
Savigation Act, and the accompanying recovery of the 1650s on 
British shipping were immediate and dramatic. For instance, during 
the entire half century between 1600 and 1650, the number of 
British naval ships built and rebuilt had been fifty-eight, of which 
nineteen were in the first two decades; yet in the single decade 
165 1- 1660, the corresponding number was fifty-one, of which nine 
were over 1,000 tons as against only four in the preceding half 
decade (Hinton 1959: 96). 

The renewed recession of 1660, probably more than the restora- 
tion of the Stuart kings in the same year, also provided the impetus 
for the second Navigation Act. “The speed with which the new 
Navigation Act was passed in 1660 demonstrated the seriousness of 
the slump and the determination of the restored monarchy to act 
with the same energy and methods as the Rump in 165 1-52” Uont:s 
1966: 56). Taking account of provisions of the earlier act, which 
because of their very generality had proved difficult to enforce, the 
new act enumerated the specific commodities, both of European and 
colonial origin, which could only be imported into Britain or her 
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possessions and in ships belonging to Britain or the place of origin of 
the goods. The bulk cargoes, in which the Dutch had a cost advan- 
tage, were now particularly reserved for British shipping, thus 
stimulating the building of tonnage. In 1662 restrictions were added 
against British acquisition of foreign-built (again Dutch) ships. In 
1663 the Staple Act ordered the British colonies to purchase most 
commodities only from Britain itself. This provision, however, 
proved difficult to enforce, and therefore added the protection of 
exports to the protection of imports and shipping. By 1664 renewed 
hostilities with the Dutch erupted at the Dutch slaving posts in Lf’est 
Africa and in New Netherlands. These hostilities resulted in the 
British capture of New Amsterdam (now New York) in North 
America. 

By 1665 the second A\nglo-Dutch war was formally declared and 
fought in the West Indies and Europe. Hinton observes that 
“Cromwell’s Dutch war was a war of preservation. Charles 11’s was 
a war of aggression. Cromwell wished to defend himself against the 
Dutch. Charles wished to make himself their master” (Hinton 1959: 
145). This reflected perhaps both the relative economic development 
of the two powers in previous years and the possibly less unfavorable 
economic conditions of the mid-sixties compared to the late forties of 
the seventeenth century. (A similar difference between offensive and 
defensive wars occurred in the eighteenth century, when Britain 
fought a more defensive one against France during the depression of 
the 1740s and a more offensive one in the Seven Years War of the 
prosperous 1750s. At that point, however, the recession of 1761 
resulted in a change of go\ ernment and policy which gax e up at the 
peace conference table much of Lvhat had been won on the bat- 
tlefield.) The second .hglo-Dutch war was more nearly won by the 
Dutch, u.ho how ever, moderated their demands against the British 
at the peace table, because they were concerned in part by the 
emerging threat of u.ar with France. One of these Dutch concessions 
was the surrender of New Netherlands to England, thus consolidat- 
ing England’s hold on a continuous territory along the East Coast of 
North America from Boston to Charleston. Still a third Anglo- 
Dutch war uas to break out in 1672. 

Three observations serve as conclusions: 
The Cockayne plan, the fishery projects, the NaL igation Acts, the 
trading companies-all illustrate the essentially dual objectibes of Eng- 
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lish mercantilism. Through the endless sessions of committees and the 
long battles of pamphleteers, the search went on for a policy that would 
reconcile the interests of profit and power. (Wilson 1957: 153)  

In the first half of the seventeenth century, trade did not follow the flag. 
The flag followed trade. (Hinton 1959: 66) 

This expansion well deserves the name of commercial revolution which 
is sometimes bestowed on it. It did not come about by accident. It was 
not the effect of beneficent economic competition. It was the result of 
deliberate policy consciously pursued by successive governments, and 
at last pursued successfully. The decisive turn of events can be iden- 
tified in 1649: the weakness of the state made strength essential, the 
revolution gave money to build a navy, and the energy of the revo- 
lutionaries carried them to success. In general, it appears that the most 
potent item of economic policy was war. (Hinton 1959: 163) 

T h e  seventeenth century is often called the golden century of 
Dutch capitalism. But this interpretation should be qualified b:y 
placing Dutch development in the total context of the seventeenth- 
century depression and by taking account of its particular limita- 
tions. T o  begin with, the first notable rise of Holland, and particu- 
larly of A4msterdam as a financial center (after it replaced Antwerp 
when the latter was captured by the Spaniards in 1585) occurred a t  
the very beginning of the seventeenth century-and indeed still 
during the sixteenth century-before the depression had gotten well 
under way in much of Europe and the world. T h e  founding of the 
Dutch East India Company in 1602, of the exchange bank in 1609, 
and of the lending bank in 1614 in Amsterdam, the founding of the 
new stock exchange in 1608, and generally the large increase in 
population (by migration), trade, and wealth were concentrated in 
the relatively brief last decade of the sixteenth and first two decades 
of the seventeenth century, ivhich were still part of the sixteenth- 
century upswing (Barbour 1963). Thereafter, Dutch trade in Europe 
could and did take advantage of the Thirty Years \Var to register 
speculative profits from foodstuffs and military equipment at the 
expense of the belligerents. But these profits were not based on any 
significant increase of Dutch production-although the production 
of textiles and metallurgy for arms did increase in Flanders-nor 
were they accompanied any longer by any substantial increase in 
overseas trade and much less in new Dutch sponsored colonial 
production to feed such trade. Dutch trade did not really pick up  
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and become golden again until the last quarter or el en the end of the 
seventeenth century-when Europe and the world were pulling out 
of the depression. Even this, however, was no more than an Indian 
summer, which did not last beyond about 1720, when capitalist 
development in general was 01 ertaken by another downswing which 
all but eliminated the Dutch as well. The Dutch decline thereafter 
cannot be attributed simply to a small population base (shared, for 
instance, by the Swiss) but to a small productive base, or the failure 
to develop a productive base for further capitalist development. 
Hobsbawm (1960) terms Dutch dekelopment of the sex enteenth 
century “in a certain sense an economy of ‘feudal business’, a Flor- 
ence, -Antwerp, or *\ugsburg on a semi-national scale.” But Florence 
had developed a larger productive base, relati1 e to its time of ascen- 
dancy, than AArnsterdam ever did. 

Instead, after 1618, beginning especially with Jan Coen, some- 
times called after his Portuguese precursor, the “Dutch .Albuquer- 
que,” the Dutch dedicated themselves in their OL erseas operations to 
displace others-especially the Portuguese-from existing trade and 
to monopolize it for themselves. For half a century, more than 
expanding colonial production and commerce, the Dutch sought to 
take advantage of, and to accelerate, the decline of Portuguese power 
in Brazil and especially in the Orient. The Dutch also sought to take 
advantage of the decline of Arab power in the East. The followkg 
measures were all designed to replace the Portuguese and Arabs in 
the Orient trade: (1) the establishment of a permanent base at 
Batavia; ( 2 )  the unsuccessful attempt to capture Goa and its sub- 
sequent blockade for several years; (3)  the establishment of a base a t  
the Cape of Good Hope (the germ of what lvould become the Boers 
in later centuries); and (4) the expulsion of the Portuguese from 
Ceylon and some other islands. These measures proved effectit e and 
established a Dutch trade monopoly, but without necessarily in- 
creasing the size of that trade or the quantity of the East Indies 
production of spices. Indeed, because of the oLerproduction of 
cloves and nutmeg (the islands of Xmbon produced more of the 
former and those of Banda more of the latter than the Ivhole world 
would buy), the Dutch enforced the destruction of plantations or 
spice harvests that might benefit the commerce of their competitors 
to the detriment of their owm monopoly (van Leur 1955: 240). 
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During this period, the Dutch showed little interest in India or in 
India’s production of textiles, leaving the business to their increas- 
ingly strong English and French rivals. Thus seventeenth-century 
Dutch ascendancy in the oriental spice trade was little more than 
monopoly concentration in the overseas commerce. (Monopoly con- 
centration, whether in overseas trade or in intra-European trade, i s  
normal during a long general economic downswing. The Dutch 
would be eliminated in their turn in the next downswing.) As for 
intra-,Asian trade, the Dutch share remained “of a very modest size. ’ 
In 1622 the Dutch share was approximately 12,000 to 14,000 tons 
(out of a total of about 24,000 tons in the Dutch oriental trade as a 
whole) compared with Indonesian shipping of 50,000 tons, Chinese 
and Siamese shipping of 18,000 tons, Cormomandel shipping of 
10,000 tons, etc. (van Leur 1955: 235).  Though there was a tempo- 
rary increase of outward bound East India fleets between 1650 and 
1670, a substantial increase did not come until after the turn of the 
eighteenth century (Boxer 1962: 247). But by that time the composi- 
tion of Dutch overseas trade had shifted qualitatively from about 15 
percent textiles and 70 percent spices purchased in Asia between 
1620-1650 to 55 percent textiles and little more than 20 percent spices 
in 1700 (Mauro 1964, 132). 

3 .  Asia, Africa, 
and the Americas 

Referring to the mid-seventeenth century, J. C. van Leur argues: 

a distinction must be made bet\veen the economic and the political 
element in the development of Dutch power in Indonesia. Dutch 
political influence depended on arms power: the Company’s technology 
in the arts of \var appears to have been superior to that of the Indone- 
sians, both on water and on land. In that region the defensive power of 
the Orient seems to have become weaker comparatively. . . . The  
heart of the whole matter lies in the military aspect-the progress of 
Dutch poa.er must be attributed not to more diplomatic insight, to 
greater courage and greater impetuosity, to greater economic reserves, 
but to sturdier rigging and the greater mobility of armed troops. The  
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modern idea that the political domination in colonial lands is based on 
the preponderance of a more highly developed economic system, is in 
fact even the instrument of it, needs here to be discarded. The pattern 
of the seventeenth century belongs in another configuration as far as 
economics is concerned. The Dutch Company’s profits-which were 
not sufficient for financing its outposts in the Indies, its servants, and its 
ship personnel and for keeping the rotating commercial capital up to the 
mark-and the goods for the Company’s return fleets were both ob- 
tained from Asian trade, for a small part under pressure but for the 
largest part in free commercial exchange. Coined money, mostly silver, 
had to be shipped from Europe to Asia every year. And . . . there was 
no question of a European preponderance in trade, either in volume or 
in organization. . . . I have already indicated regarding the seven- 
teenth century that the history of Indonesia definitely cannot be made 
equivalent to the history of the Company, that it is incorrect to make a 
break in describing the course of history upon the arrival of the first 
scattered seafarers, merchants, and pri) ateers from northwest Europe 
and change over to the point of view of the small, oppressed European 
fortress, the stuffy trading-house, and the armed ship riding at  anchor. 
(\an Leur 1955: 188-89, 270) 

In his Introduction to the History of South-East Asia, B.R. Pearn 
summarizes the effects of the European impact: “It is evident that the 
Portuguese, Spaniards, Dutch, French and English achieved very 
little in South-East Asia in the sixteenth and seventeenth centuries, 
except in limited areas. . , . On the mainland, the Europeans had still 
less influence. . . . In general, at this time European influence touched 
only the fringe of South-East Asia” (Pearn 1963: SO). T h e  same may 
be said, with still more reason, of Asia as a whole. Moreover, during 
the sixteenth-century expansion of the European centered mrercan- 
tile capitalist system and its development, the principal impact such as 
it was (excepting perhaps in the Spanish Philippines) had been the 
arrival of the Europeans as competitors of the Muslims in the East- 
West trade and as competitors with many others in the intra-Asian 
trade. During most of the seventeenth century the total European 
impact hardly increased in most of the area, as is suggested by the 
brief re\ iew of the trade by the Dutch, who after all then accounted 
for the principal European presence in Asia. 

Meanwhile, the Spanish hlanila Galleon trade virtually disap- 
peared with the drastic decline of silver production in its R/lexican 
link of the trading chain. T h e  seventeenth-century depression in 
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Europe, the drying up of the flow of the Spanish ,4merican silvei? 
that had financed or lubricated much of this East-West trade during 
the previous century, and the failure of the dominant Dutch to 
produce exportable goods (which, moreover, they would not have 
been able effectively to sell in Asia at the time) all contributed to the 
virtual maintenance of the status quo as far as European penetration of 
and impact on Asia was concerned. Asian developments indepen- 
dent of 1 his marginal European impact have received insufficient 
attention by other historians. Their examination in this study i s  
hardly possible. 

Much the same is the case for the Middle East. The seventeenth 
century merits hardly a page in H.4.R. Gibb’s (1955) classic histor- 
ical survey of Mohammedanism and no more in ’4nthony Nut - 
ting’s (1964) study of the Arabs. Other developments-or thei- 
opposite-in the Middle East are briefly examined in section 1 of thi!, 
chapter. 

Nonetheless, some Indian sources and a Soviet one afford an 
overview of the historical development of trade in India during the 
seventeenth century. (Certain theoretical problems regarding the 
prevailing mode of production and its transformation are treated 
separately in Chapter 4, section 2 . )  Ishwar Prakesh writes: 

In India, the 17th. century was an era of stabilization. The  industrial 
organization of the country during this period was sound, and articles 
of merchandise were made in such abundance that the country was as 
a whole not only self-sufficient but had a huge surplus which was ex- 
ported to different regions of the world. . . . T h e  merchant class was 
the most influential class which had an effective control oker commerce 
and industry of the country. . . . Next to textiles, the other flourishing 
industry was metals [followed by] weapons , . . paper . . . leather . . . 
wood-ware . . . ship-building . . . All the different patterns of industrial 
organisation, evolved from Indian urban handicrafts during the 17th. 
century, existed side by side. The  notable change that had occurred 
during this period was the widening of markets for all industries, espe- 
cially the textiles, the material outcome of which was a prosperous class 
of merchants in the country. Indian and foreign merchants both became 
important instruments for the penetration of capital into industrial pro- 
duction and the growth of a well-organized textile industry. . . . In the 
history of the Mughal Empire this was the peak period in industrial 
production. (In Ganguli, ed. 1964: 44-52) 
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Tapan Raychaudhuri adds: 

It  is a safe assumption that the 17th. century witnessed a substantial 
increase in the volume of India’s exports. The total investments of the 
European companies increased steadily throughout the period and 
there Lvas also an expansion of Indian participation in the overseas 
trade. . . . By the latter half of the 17th. century , , . in several parts 
of Southeast .Asia, Indian competition became a growing threat to 
European commerce. (In Ganguli, ed. 1961: 69, 73-74) 

It would be useful to achieve greater accuracy about the precise 
dating of these developments and to distinguish with greater cer- 
tainty to what extent they were Indian and/or European generated. 
Dutch trade in India, after pushing aside the Portuguese, “reached 
its highest point in the 1640’s and 1670’s” (Chicherov 1971: 115). It 
declined because of the weakness of the Dutch bourgeoisie, due to 
growing British and Indian competition and the intra-Indian wars 
which threatened its supplies (Chicherov 1971: 116). “In the 1630’s and 
1640’s English trade in India declined due to competition from other 
European merchants and the famine in Gujarat and on the 
Coromandel Coast, as well as to the shortage of capital and the civil 
war in England” (Chicherov 1971: 123) .  These conditions, n-e may 
presume were associated in turn with the general commercial de- 
pression. Only after mid-century did English trade in India again 
begin to increase, from exports of 100,000 rupees from Bengal and 
Golconda in 1649-1653 to 300,000 rupees in 1658-1660. Then, 
after 1670, the English East India Company increased its allotments 
for purchases in Bengal from f30-f40 thousand a year in 1669- 
1672, to f90-fl00 thousand in 1676-1678, and f230 thousand an- 
nually in 168 1- 1682, purchasing increasingly Indian textiles rather 
than spices, etc., that the Dutch had sought earlier on (Chicherov 
1971: 124). First, the English sought to protect their own gro\ving 
silk and textile manufactures by repeated increases of duties against 
Indian imports in 1660, 1685, and 1690, until in 1701 the importa- 
tion of Bengal silk was forbidden altogether and that of Indian 
cotton textiles was prohibited subsequently. Henceforth, the British 
purchases in India kvere for re-export to Europe, hfrica, and the 
Americas. 

During most of the seventeenth century neither \Vest -\frican 
relations with Europe nor their local consequences took a qualita- 
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tively different turn from those of the sixteenth century. The rela- 
tive importance of the trans-Saharan routes, which were disturbed 
by war in the West and replaced by oceanic routes on the coas1, 
shifted increasingly from western to central and eastern ones. In 
West Africa, as in South and South East Asia, the seventeenth 
century witnessed rather more rivalry among European powers far 
supremacy in the limited trade than significant expansion of the 
same. Only toward the latter part of the seventeenth century, and i n  
relation to the (under)development of the West Indies, did these 
trends take a different turn. In the meantime, the empire of Mali 
suffered further decline and the empire of Songhay was destroyed 
by the hloroccans, while the Fulani advanced into Hausa Bornu and 
the AAknramu took control of most of present-day Ghana. But the 
Ashanti would not really begin their expansion until after 1700, 
constructing their empire on the back of the slave trade of the 
eighteenth and nineteenth centuries (as we shall see in the following 
chapter, section 4). 

Before the later seventeenth century, only the slave trade to Brazil 
was of any significance. Simonsen estimates an importation during 
all of that century and the preceding one of 350,000 slaves from 
Africa compared to the 1,000,000 more that would be imported to 
Brazil alone between 1700 and 1850 (Simonsen 1962: 134). And only 
in Brazil can colonial production be said to have flourished before the 
late seventeenth century. Yet even there, the Portuguese occupation 
from 1629 to 1651 apparently did not substantially increase produc- 
tion except briefly between 1638-1645 (Simonsen 1962: 113, 118- 
20). .After the expulsion of the Dutch, Brazilian sugar production 
increased again, only to begin its decline after 1660 and permanently 
to lose its dominance of the world market after the latter part of the 
seventeenth century. The “development” of the West Indies had 
begun. 

The seventeenth-century depression was most pronounced in the 
regions-or sectors of the world economy-that had most severely 
or intimately participated in the sixteenth-century expansion. These 
included Spain and her colonial American suppliers of silver, al- 
though the consequences of the depression differed between the 
metropolis and its colonies. The production of silver began to fall off 
by 1600 in Mexico and soon afterward in Potosi. New mines, 
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however, maintained Peruvian production for a while longer. But 
after 1630 the Peruvian production-and Spanish American produc- 
tion of silver and gold as a whole-fell off quickly and sharply. 
Spanish (regal and private) imports of precious metals from 
America, u hich had reached 36 million pesos in the quinquennium 
1591-1595, declined to 30 million by 1616-1620 and to 2 5  million in 
1626-1630, dropped to 17 million between 1631-1635, and then 
dropped to a minimum of only 3 million during the decade after 
1650 (Vilar 1969: 164, after Hamilton). By mid-seventeenth century 
shipments or at least Spanish receipts of gold were down to no more 
than 50 kilos per year and those of silver (which had reached a 
maximum of about 300,000 kilos yearly) had declined to no more 
than 45,000 kilos ( W a r  1969: 223-24). LAt the same time, the 
Spanish fleets, which had counted 20,000 tons annually at the turn 
of the seventeenth century had dwindled to 9,000 tons a year by 
mid-seventeenth century (Larraz 1943: Regla 1961: 330). As Borah 
has noted, S e w  Spain’s century of depression during the seven- 
teenth century and 

the economic difficulties besetting the cities of New Spain R ere hardly 
unique in the Spanish empire. They mere almost certainly paralleled 
by similar developments in the major Spanish colonies in the Kew 
IVorld, for Guatemala, the iudiencia of Quito, Upper and Lower 
Peru, Nev Granada, and Tierra Firme suffered similar catastrophic 
reductions in the number of natibes. (Borah 1951: 29) 

Borah interprets the movement of the hlexican colonial economy in 
terms of demographic findings” (Borah 195 1: 1). These are no doubt 
important, and they do show important population declines in many 
parts of the Spanish empire (Ctspedes del Castillo 1947: 497 ff.). 

But 01 er and above the declines in population and in the produc- 
tion and export of precious metals, the seventeenth-century depres- 
sion also manifested itself in other significant aspects of economic 
and social life in the Spanish colonies. Ctspedes del Castillo calls the 
seventeenth century in the Spanish &Americas “the forgotten century 
(1574-1699)” and adds that “in this quiet and relatkely forgotten 
century, society is gradually but profoundly transformed” (Cespedes 
1947: 494, 496). One of the transformations he notes is the develop- 
ment and consolidation of the agricultural latifundium and the 
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hacienda as its institutional form." This development of the hacienda 
and the growth of the latifundium are not simply an involution into 
the quiet of rural life as mining fell off. They represented the 
development of an alternative economic or productive base during 
the long seventeenth-century depression; and they were intimately 
related or tied to the development of a trading and manufacturing 
economy, relatively independent of Spain, but nonetheless depen- 
dent on trade with the Spanish ,American colonies. Although Spain 
prohibited direct intercolonial trade between Mexico and Peru in 
1604 and again in 163 1, and reiterated this prohibition to others of its 
American colonies, this intracolonial trade did exist and it grew 
precisely while trade with Spain fell off. 

If Spain was intent but increasingly powerless to restrain con- 
traband trade between her colonies and the Dutch, English, and 
French rival interlopers, who increasingly took over Spanish Carib- 
bean islands by mid-sixteenth century, this was only the reflection cd 
the development of commercial-and productive-relations among 
the colonies of the Spanish empire. This colonial development-- 
during the depression in the metropolis and in colonial trade with 
the latter-involved increasing development of local manufacturing 
and the exchange of these manufactured goods among the colonies. 
The results, at mid-seventeenth century, at the southern-most ex- 
tremity of the Spanish empire are summarized by a contemporary 
observer in Chile: 

What human industry achieves in that country is principally cattle and 
livestock products, tallow, sheepskins, and local textiles. These prod- 
ucts are shipped to Lima, which keeps what it needs , . . the rest is 
distributed throughout Peru, the textiles going to Potosi and the mines 
and cities in that region which depend solely on Chilean supplies of 
clothing, Panama, Cartagena, and all those parts of Tierra Firme; 
clothing is also sent to Tucuman and Buenos Aires and from there to 
Brazil. The  second type of commodity consists of rigging to supply the 
ships ofthe South Sea and of matches for firearms, exported from Chile to 
all of the armies and garrisons situated along the Peruvian and Tierra 
Firme coasts. . . . the third class of merchandise is the mules which are 

* T h e  classic study of this transformation in Xlexico is that of Chevalier (196 1), 
some of whose findings are summarized and partially reinterpreted in Frank (in press). 
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shipped by way of the unhabited region of .itacama to Potosi. (Ovalle, 
quoted by Ramirez 1967: 3 1- 3 2 ,  and Frank 1969: 35-36) 

Thus the seventeenth-century depression certainly affected the pro- 
cess of capital accumulation and the transformation of the modes of 
production that accompanied it in both the European metropolis and 
the Spanish American colonies; but just as certainly the directions of 
this transformation were quite different for the colonies than for the 
metropolis. 

More noteworthy European economic enterprise during the 
seventeenth century was dedicated to the expansion of the North 
iitlantic fisheries, offshore from Newfoundland and Sova Scotia, 
and to a lesser extent to the penetration of the fur trade in the St. 
Lawrence region. Both had begun already during the sixteenth 
century as European fishing moved westward from the Baltic and 
Sor th  Seas. Salted and dried codfish had a market in Southern 
Europe and was an important staple for ship’s crews on the Middle 
Atlantic crossing. Nonetheless, after the 1580s, fishing by Portugal 
(annexed by Spain) and Spain itself declined in the North Atlantic. 
In fishing and its related shore supports, as in other activities, the 
seventeenth century was then marked by increasing rivalry for 
monopoly control between England, France, and Holland. L4t mid- 
seventeenth century, the Caribbean settlers and later the plantation 
slaves began to provide what would come to be the principal market 
for North Atlantic fish. For a long time, however, fishing stimulated 
only modest settlement in North America. Though the English 
established some settlements for drying fish, their de\ elopment was 
opposed by port interests at home; the French, for their part, had 
sources of salt which permitted them to cure the fish on shipboard. 
For the fur trade, European settlement appeared as an obstacle that 
interfered with the trapping of animals, which \vas largely left to the 
Hurons by the French and to the Iroquois by the Dutch, until in 
1650 the Iroquois attacked the Hurons to obtain monopoly control of 
the trade for themselves and their buyers. 

Toward the latter part of the seventeenth century, and spurred on 
partially by the international competition for control, the fishing 
industry nonetheless increasingly demanded and achieved partici- 
pation in the benefits of the North ,Atlantic fisheries and in the 
trade of their product with the growing Caribbean market. Therein 
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the settlers in New England were importantly favored-and 
encouraged-in comparison with those of New France. The former 
could, by virtue of location and seasonal timing, make two trips per 
winter to the West Indies, including the French West Indies, while 
the French settlers could scarcely make one ill-timed trip a year. 
Herein then, was the early base of the triangular trade that would 
develop between England, New England, and the Caribbean. Thl: 
French were never able to establish an equivalent triangular tradje 
between France, New France, and the French Caribbean pos- 
sessions, whose rum, moreover, competed with French wine and 
therefore found little welcome there (Easterbrook and Aitken 1967: 

The half century of relatively most severe depression (1620-1670 
approximately) also witnessed the incipient expansion of Europeans 
into neu  frontier regions (without the commitment of heavy invest- 
ment for development) and strong rivalry among competing powers. 
In this competition, each sought to take advantage of, and accelerate, 
the decline of the previously established Spanish and Portuguese 
hegemony and, insofar as possible, to establish a monopoly position 
of their own. The Dutch, who took the offensive against the Por- 
tuguese in Dutch East India, under the leadership of Jan Coen and 
his successors after 1618, also advanced in the \Vest. The Dutch 
\Vest India Company, founded in 162 1, promoted the settlement of 
se\eral parts of So r th  America and the Caribbean, among thern 
New L\msterdam on the island of Manhattan in 1626. Simulta- 
neously, the Dutch began their incursions against the Portuguese i n  
Brazil, which they were able to occupy after several years of 
fighting, from 1629-165 1. The British, whose Sir Walter Raleigh 
had landed in Roanoke, Virginia, in 1584 and founded the James- 
town colony in 1607, dispatched the Mayflower in 1620 and arrived 
(by mistake) to found the Pilgrim colony on Cape Cod in Massachu- 
setts. Then during the years of greatest economic decline in Britain, 
the decade of the 1630s, came the first big wave of English imm - 
grants to North America, 16,000 of them arriving in the Massachu- 
setts Bay colony alone. Maryland was settled in 1632 and Rhode 
Island in 1636. But English settlers began to arrive as well in the 
Caribbean, first in 1624 in St. Kitts, which was taken with little 
resistance from the Spaniards (soon after, the French sought to take 

chs. 2-4). 
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it from the British), and then in Barbados, which so far as is known 
had not been settled by Europeans between 1492 and the English 
arrival in 1627. By 1643 the tiny island had 37,000 inhabitants of 
English origin, the maximum it was to have for centuries to come. 
These English settlers were later replaced by African slaves to 
produce sugar (Harlow 1926; also see Frank 1974; 1976). After 
Cromwell’s triumph over the royalists he sought to capture most of 
the Caribbean for the British, taking Jamaica in 1655 and using it as a 
base of operations intended to incorporate the Spanish American 
mainland in Mexico and South America into the British Empire. 
This strategy was similar to that executed by the Spaniards, a 
century and a half before, in acquiring their own empire. 

4 .  The European Response 

The French, who (except for Holland) were perhaps least affected 
by the early seventeenth-century depression, at first lagged behind 
on the North American and Caribbean frontiers. They were more 
concerned with domestic and European consolidation, as they would 
continue to be for a century or more to come-until British control 
of the seas and overseas colonies would definitely defeat them. The 
settlement of Kew France in Quebec lagged substantially behind 
that of S e w  England, and that of French *Martinique behind that of 
British Barbados. But when France was beset by increasing eco- 
nomic difficulties during the third quarter of the seventeenth cen- 
tury, Colbert also stepped up the French offensive in the Caribbean. 
The French West Indies Company was founded in 1664, and after 
little success, fused into the French West African Company in 1672, 
which obtained a French monopoly for the slave trade to the Lhtilles 
in 1679. St. Dominique became French in 1697. Despite its late 
start, St. Dominique would overtake all other colonies in the pro- 
duction of sugar sweet wealth-but not until the eighteenth century. 
In the meantime, the Spanish colonies in the Caribbean, when they 
were not taken over by Spain’s European rivals, languished (by 
“colonial” standards, that is) or continued their slow development as 
yeoman farmer-settler colonies (see Frank 1974; 1978). 
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In summary, then, while the seventeenth-century downswing; 
lasted, European mercantile capitalism expanded on its New World 
frontier, but without significant productive impulse or investment or 
commercial success-and with frequent commercial failures o f  
the colonizing and/or trading companies. Commercially perhaps the 
greatest significance of this seventeenth-century migration was the 
market it afforded for European manufacturing exports during 
the early years of the next upswing at the end of the seventeenth 
century. This market in the colonies thereby may have facilitated 
this upswing by taking up the slack of Brazilian imports after the 
decline of its sugar cycle and before the beginnings of the Brazilian 
gold rush around 1700. Insofar as there was a great deal of real 
investment during this period, it was achieved not so much by the 
placement of capital as by the settlement of European migrants who 
with their blood and sweat cleared the ground for the primitive 
accumulation of capital that would follow. -And follow it did- 
during the next major cyclical upswing of the eighteenth century, 
although its initial stages had already begun at the end of the 
seventeenth century. 

In summarizing seventeenth-century developments, we may also 
briefly return to the earlier discussion of the argument by Dobb, 
Sweezy, Takahashi, et al. in The Transition from Feudalism to  
Capitalism, which turns on Marx’s distinction between two processes 
of the transition: “the producer becomes merchant and capitalist 
. . . or else the merchant establishes direct sway over production” 
(R/larx 1962; 111: 329). It was suggested in Chapter 1, section 4 that 
these two processes of transition and these two sources of accumula- 
tion were both important and mutually related, but that perhaps the 
second, “external” one predominated during cyclical upswings and 
the first, “internal” one during cyclical downswings. During cyclical 
upswings, such as those which were relatively predominant in the 
:sixteenth century, merchant capital also achieved a relative pre- 
dominance, and contributed significantly through overseas trade 
(and, of course, pillage) to metropolitan capital accumulation by the 
provision of “external” capital forceably extracted from the colonial 
world. But during cyclical downswings, such as predominated par- 
ticularly during much of the seventeenth century, capitalist develop- 
ment (albeit perhaps not visible growth) was promoted predomi- 
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nantly through changes in the mode of production. During the 
seventeenth century, while overseas trade stagnated and the extrac- 
tion of surplus from the colonial world failed to sustain its earlier 
notable rate of growth, the previous expansion and accumulation of 
capital underwent a crisis of adjustment, in which the centralization 
of existing capital replaced the generation of new capital through 
concentration. Thus, u hile trade and profits declined and wages 
even rose during much of the seventeenth century, the expanshe 
dei elopmental and accumulative process of the sixteenth century 
underwent a long period of readjustment which involved a process of 
international centralization of capital. This process, centered in 
Sorthern Europe and particularly in England, eliminated the 
weaker Italian and Spanish economies. -At the same time a similar 
process of centralization eliminated the competition of weaker mer- 
chant and landed owners of capital. Their frequent antiprogressive 
alliance (emphasized by Dobb) may perhaps be regarded as a defen- 
sive alliance. 

Simultaneously in England, the new draperies produced through 
the putting-out system gradually replaced the traditional old 
draperies. hlarx, in the chapter, “Historical Facts about hlerchant’s 
Capital,” analyzes this development as the merchant’s direct s u  ay 
over production, which “cannot by itself contribute to the overthron 
of the old mode of production, but tends rather to preserve and 
retain it as its precondition.” At the same time, holvever, “this serves 
historically as a stepping-stone” in that “the merchant turns the 
small masters into his middlemen, or buys directly from the inde- 
pendent producer,” and thus becomes a stage in a “three-fold transi- 
tion” to the capitalist mode in which “the industrialist becomes 
merchant and produces directly for the M holesale market” (hlarx 
1962; 111: 329-30). It is this productiLe transformation in England, 
generated and enforced (or, a t  least, stimulated) by the seventeenth- 
century depression, that ga\ e England the competitive ad\ antage 
over her European ri\ als in the subsequent eighteenth-century ex- 
pansike development. England already had gained a competitive 
advantage in the textile and other manufactured exports to the nexv 
colonies in the Caribbean and North America, after migration and 
settlement during the initially depressil e times of the seventeenth 
century had created a new market for European exports. Thus this 
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seventeenth-century transition is also reflected in a changed com- 
modity composition of international trade, from the spice and luxury 
trade of the sixteenth century to the sugar (for increasingly more 
widespread popular consumption) and new textile trade of the 
eighteenth century. Nonetheless, for England-and, of course, for 
Holland, which never developed a substantial industry of its own- 
re-exports accounted for a significant part of increased exports to- 
ward the end of the seventeenth century. These amounted to some 
30 percent of English exports in the 1660s (Minchinton 1969: 26) and 
by the 1690s, when Britain was again engaged in wars, Indian 
textiles produced in Bengal reached a high point in this trade 
(Glamann 1971: 86). 

In this review, the seventeenth-century depression appears as a 
continuous economic decline. But around this general downward 
trend there were of course important lesser cyclical movements. 
These movements were not entirely coincident among countries 
and-especially in regard to price fluctuations-were often influ- 
enced by, and influential for, the many wars and revolutions of the 
century. Further research is necessary to study these developments 
in‘ their true multiple cyclical reality. 

The relative tranquillity of the seventeenth century in AAsia, Af- 
rica, and Latin -America-the “quiet century” in Spanish America- 
and the incessant wars and frequent revolutions and popular revolts, 
as well as the imposition of absolutist rule in most of Europe, must 
all be related to (indeed, should perhaps be derived from) the depres- 
sion which marked the seventeenth century in the European me- 
tropolis and its impact on the process of capital accumulation on a 
world scale and on the transformation of the modes of production in 
various parts of the world. Although an analysis of this relation 
may be beyond the capacity of this book, the determinant influence 
of the “adverse” economic conditions of the seventeenth century on 
these political events and transformations may be stressed. This is 
not to deny that the international wars and national revolutionary 
movements themselves had far-reaching and lasting consequences 
for the course of capitalist development and capital accumulation. 
Absolutism-Louis XIV’s “I am the State”-and mercantilist pol- 
icy, as well as dynastic rivalry and aggressive wars, certainly were 
political instruments of particular class interests in the seventeenth 
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century. There consequences included the elimination of Italy, 
Spain, Portugal, and Germany (as well as Turkey)-and the elimi- 
nation within these countries of those classes whose interests were 
already associated with industrial development-from any future 
possible dominance and immediate benefit in the process of world 
capital accumulation. This elimination was followed or accompanied 
by the weakening of France and Holland vis-a-vis Britain. But these 
political instruments (or weapons in the international and intra- 
national struggles) were wielded largely in response to cyclical eco- 
nomic circumstances, which made these instruments of absolutism, 
mercantilism, war, and revolution particularly timely and especially 
well-developed in Europe, precisely during the seventeenth century 
of depression which was “quiet” elsewhere in the world. 

Without hazarding very far into the sociology and history-or 
even sociological history-of religion, art, and science, it may be 
observed that the seventeenth century of depression, and particu- 
larly its decades of most acute economic decline and crisis, were 
marked by many of the most important developments in European 
religious, artistic, intellectual, and scientific life. Religious persecu- 
tion increased with (a) the Inquisition and the expulsion of the 
Moriscos (Muslims converted to Christianity in the sixteenth cen- 
tury) in Spain, (b) the persecution and emigration of the Huguenots 
in France, (c) the “religious” rivalry of the princes in the German 
wars, and (d) the large-scale persecution of the religious dissenters in 
England, which fed the stream of migrants to the S e w  World. All of 
these were undoubtedly manifestations of the economically and 
politically troubled times. The persecutions, and the resistance to 
them, were instruments or weapons of the contending economic and 
political interest groups. In the arts and letters, the decline of Spain 
produced El Greco (1 547- 1614), \-elazquez (1 599- 1660), and 
Murillo (1617-1682), as well as Lope de Vega (1562-1635), Calde- 
rbn (1600-1681), and Cervantes (1547-1616). The latter’s Don 
Quixote tilted the windmills that were inexorably driven by the ill 
winds of the Spanish decline while Cervantes was writing between 
1605 and 1615 (Vilar 1964: 431-48). Troubled, but less so, France 
produced the tragedies of Racine (1639-1699) and the comedies of 
II/Ioliire (1622- 1673). Holland, whose golden century flourished at 
the beginning and again at the end of the seventeenth century, 
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witnessed its golden age of painting in the intervening economically 
less auspicious period. Rembrandt lived from 1606 to 1669 and Hals 
from 1580 to 1666. In England, Milton retired from politics about 
1655 and then devoted himself to his greatest work, Paradise Lost, 
which “is deeper and more tragic than the poem which Milton would 
have written twenty years earlier” (Hill 1967: 203). And Hobbes, 
Locke, and Petty were all politically moved by economic concerns of 
the mid-seventeenth century when they produced their respective 
contributions to philosophy and political economy. 

Although innovation, in Schumpeter’s sense of the term, naturally 
occurs during expansive upswings in the cyclical process of capital 
accumulation, scientific and technological invention would seem to 
be concentrated rather in periods of predominant economic decline 
and incipient revival (for evidence, see Chapter 5 ,  section 7).* At least 
the “scientific revolution” produced by Kepler (157 1- 1630), Galileo 
(1 564-1642), Bacon (1 561- 1626), Descartes (1596- 165O), and in 
medicine by Harvey (1 578- 1657) occurred during the troubled 
times of the economic decline of the first half of the seventeenth- 
century depression. The second half of the seventeenth century was 
distinguished by Boyle (1627-1691), Leibnitz (1642-1727), and 
above all Newton (1646-1716), who published his Principia in 1679. 
that is, before the renewed economic upswing. 

That this is not simply a temporal coincidence is suggested by 
Bacon’s concern for the empirically grounded “mechanical arts,” 
which yielded “substance or profit,” as distinct from speculative. 
scientific thought, which in his opinion did not; by Descartes” 
agreement with Bacon and his interest in constructing telescopes; by 
Boyle’s essay entitled “That the Goods of Mankind May Be Much 
Increased by the Naturalist’s Insight into Trades”; by Galileo’a, 
specific concern to use his research as a basis for constructing a more 
accurate clock for determining longitude in ocean voyages; by the 
creation of scientific societies after 1650; and by the employment of 
mathematicians and scientists by various governments in the seven- 
teenth century to solve pressing problems of navigation and military 
technology. It may not be too much to hazard the suggestion that all 

* Schumpeter argues that innoration is the cause of the upswing, but this is not 
necessarily so, since it may with the same or greater force be argued that innovation is 
rather the result of the upswing and its expanding profit possibilities. 
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these technological needs appeared-or indeed were-more pressing 
precisely when profitable opportunities were exhausted and military 
victories limited by existing technology during the long cyclical 
downturn, even if “the history of the interaction between motives, 
opportunities, skills and intellectual changes that brought about the 
Scientific Revolution had, in fact, yet to be written” (Crombie 1959, 
11: 124; Bernal 1969) 



Chapter 3 
T he Polit icul E co n o rn y 
of C y clicul Expa ns i o  n 

und Rivalry, 1689-1 763 
In fact, the veiled slavery ofthe wage workers in Europe 
needed, for its pedestal, slavery pure and simple in the new 
world. 

-Karl Marx, Capital (1 867) 

the depression and structural transformation of the seven.- 
teenth century, the eighteenth century may be termed one of corn.- 
petitive expansion. On the European continent the century was 
typified by a seemingly unending series of wars, while overseas i t  
was marked by the development of the slave-powered sugar planta- 
tion complex, principally in the West Indies, and the development of 
the slave and triangular trades between the West Indies, Europe, 
-Africa, and Sor th  .America. Both of these developments were inte,- 
grated into the process of world capital accumulation and became 
major factors in this process. Later in the century India and, to a 
lesser extent, Indonesia would suffer transformations that would 
render their participation in this process qualitatively and quantita- 
tively different. The precious metals to lubricate this expansion were 
supplied by the renelved increase of silver production in the old 
mining regions of Spanish .America and for a time by the supply 0:' 
gold from Mnas Gerais in Portuguese Brazil. the elimination 
of Dutch power, marked by their wars with the English a t  the turn 
of the century, and the relative weakening of Spain, the Tvars of the 
seventeenth century-and their worldwide theaters-increasingly 
expressed the commercial rivalry between France and Britain and 
played an important role in resolving this conflict in favor of the 
latter. The gro\vth of Britain's production and even more so its 
expanding export of textiles in this political and economic climate 
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prepared that country for “take-off,” at the end of the seventeenth 
century, into what has since been called the Industrial Revolution. 
Far from being smooth or regular, this development was marked 
by incessant short economic fluctuations, which may be roughly 
grouped into the following major expansive and depressive cyclical 
phases: 1670- 1688 depressive, 1689-1720 expansive, 1720-174617 
depressive, 174718-1761 expansive, 1762-1789 depressive, 1790- 
18 15 expansive. T o  understand the seventeenth- and eighteenth-cen- 
tury rivalries and expansion it will be useful to review these periods 
through the Seven Years War, leaving developments after the 1763 
Peace of Paris for examination in connection with the Industrial 
Revolution. 

The outcome of the commercial revolution of the eighteenth cen- 
tury was a victory for the British. -Although the capital and technol- 
ogy that had opened the Caribbean to the production of sugar (after 
the Dutch expulsion from Brazil) had been primarily Dutch, the 
early expansion and implantation of sugar, at the end of the depres- 
sion of the seventeenth century, was primarily British and secondar- 
ily French. For Britain, the eighteenth century had already begun in 
the seventeenth century; it was ushered in by the Glorious Revolu- 
tion of 1688, which was followed by a generally expansive period 
lasting until 1720. This expansive period was accompanied, if not 
propelled or generated, by the revival of Spanish American silver 
production after the 1680s and by the discovery in 1697 of gold in 
Minas Gerais, Brazil, which was mined in significant quantities after 
1708. The expansion was interrupted by some apparently depressive 
years associated with the Anglo-Dutch and French wars until 1697, 
and the N’ar of the Spanish Succession between 1702 and 1713. 
These wars, however, were of lasting commercial benefit to Britain. 
The definitive elimination of Dutch power and commercial rivalry 
as a result of the Anglo-Dutch wars sealed the seventeenth century. 
Moreover, a need for political protection against Spain and France 
during the hostilities again forced Portugal into the hands of the 
British. In 1703 Portugal and Britain signed the Treaty of Methuen, 
which extended to British industry and commerce important 
privileges in the Portuguese and Brazilian trade for the period of its 
renewed expansion, initiated by the recent discovery of Brazilian 
gold. The Treaty of Utrecht in 1713, among its other provisions, 
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transferred from France to Britain the asiento privilege of' the sale of 
specified amounts of slaves to the Spanish possessions in America, 
and thereby symbolized and stimulated what would become the 
lifeline of eighteenth-century development: the slave trade. 

These developments were reflected in significant transformations 
in English and international production and trade. The European 
trade was increasingly supplemented and even replaced by the colo- 
nial trade, a development that transformed the whole pattern of 
European trade. During the last four decades of the seventeenth 
century, British exports increased faster than manufactures, and 
re-exports faster than domestically produced exports. At the begin- 
ning of the eighteenth century, 85 percent of the domestically pro- 
duced exports were manufactures, mostly wool cloth. But of the 
total exports, wool cloth accounted for only one half; one-third of all 
exports were really re-exports of colonial products, of which sugar, 
tobacco, and calicoes were two-thirds. These three colonial prod- 
ucts, which also constituted two-thirds of all imports into Britain, 
reflected the expansion into the Caribbean and southern North 
America, and, in the case of calicoes, the revival of the Orient trade 
which was now based increasingly on textiles produced in India 
rather than on spices from Indonesia. This commercial expansion in 
the last four decades of the seventeenth century was marked by 
significant British investments in commerce rather than rnanufactur- 
ing, which resulted in a trebling of re-exports between 1660 and 
1700 (D. B. Davis, in Minchinton 1969: 78-79). 

Although at the end of this period, in the 1770s, re-exports would 
account for a still higher share (37 percent) of British exports, the 
intervening years would witness a relative shift of emphasis to 
domestic manufacturing and an expansion into new products. The 
increasing demand from the mining regions of Brazil and Spanish 
America, from the plantations of the Caribbean, and from the 
American South and Sortheast supported this expansion of British 
manufacture, as did the import of certain British manufactures by 
Africa, the Mediterranean, and the Baltic areas. 

Relying primarily on Gregory King's calculations for 1688, Deane 
and Cole offer the following estimates for Britain at the beginning of 
the eighteenth century: aper capita annual income of f9;  government 
expenditures of 5 . 5  percent of net national product; and a rate of 



106 Andre Gander Frank 

capital formation of less than 5 percent of net national product. Ten 
percent of the British national product resulted from receipts from 
abroad. M’ith imports of f7 .1  million and exports of f4.3 million, 
Britain had a trade deficit of f 2 . 8  million, but received 253.5 million 
from foreign service payments, and thus enjoyed a net foreign 
investment of about 250. 7 million, or 1.5 percent of national income. 
Europe still absorbed 82 percent of the domestic exports from Brit- 
ain and supplied 62 percent of the imports to that country, while the 
S e w  World accounted for 10 percent of exports and 20 percent of 
imports, and the Orient 3 percent of exports and 13  percent of 
imports (the last figure includes imports from the Orient that were 
re-exported by Britain) (Deane and Cole 1967: 2- 3, 34, 87). 

1. Cyclical Wars, 1689 -1 763 

This expansion could not take place without considerable internal 
conflict in each of the participating countries and colonies, as w7ell as 
commercial and political rivalry, including wars, among them. All of 
these tensions \vere intimately related to the cyclical ups and downs 
of the period. In France, hiinister of Finance Colbert had repre- 
sented the maritime and colonial economic interests against the 
agrarian and continental ones represented by the minister of war and 
generally favored by King Louis XIV and his successors. France was 
a continental power with a strong and prosperous landed class, 
Lvhich resisted unnecessary “ad\ entures” overseas. Consequently 
France failed to generate any substantial o\ erseas migration. rZ1- 
though its population \$as three times the size of Britain’s, only 
20,000 French peopled the i ast interior of Sor th  ilmerica from the 
mouth of the St. Laurence to that of the hlississippi in 1688, uhile 
the relati\ ely small British colonies along the L%tlantic seaboard 
already had 300,000 settlers. A century later (1763), the French 
territories had about 70,000 Lvhites and the thirteen English colonies 
about 2.5 million. The landed interests in England, uho,  like their 
counterparts in France, supported a European or continental- 
oriented policy, were represented by the Tory party and symbolized 
by Hugh \Valpole in the eighteenth century. The rising manufactur- 
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ing interests, particularly of Lancashire, and the financial interests of 
London were more typically represented by the Whigs under the 
leadership of William Pitt (Hill 1969: 231; Dorn 1963: 147-48; 
Sideri 1970: 73-74): these interests would make their influence f d t  
on British policy, particularly after the Glorious Revolution of 1688. 

The eighteenth century of commercial and sugar revolutions has 
also been called the century of the second hundred years war, from 
1689 to 1815. Sonetheless, Dorn, writing in 1940, argued in his 
Competition for Empire that 

among recent historians, especially in Great Britain and America, a 
tendency has arisen to belittle the importance of war as a contributing 
force in the building up of modern nations . . . [yet] for good or for 
evil, militarism became one of the constituent elements of European 
civilization at the very time when European influence was being ex- 
tended over the rest of the world. It is a notorious fact that the history of 
colonial expansion is also the history of incessant warfare. (Dorn 1963: 

Moreover, although the wars appeared dynastic and continental-- 
and no doubt were so in part-they were also fought substantially 
for reasons of commercial rivalry, which was to extend increasingly 
to all parts of the globe, focussing particularly on four centers of 
rivalry and theaters of war outside of Europe: North America, the 
West Indies, Africa, and India. These four centers already played a 
role in the War of the Austrian Succession between 1740 and 174(3, 
and they became crucial theaters of combat in the Seven Years’ War 

The three Anglo-Dutch wars in the late seventeenth century were 
evidently fought for commercial ends and helped England to sup- 
press Dutch shipping. England became an independent commercial 
power, established itself more firmly in the reviving oriental trade (at 
that time still based on spices rather than on textiles) and made a bid 
for the trade that would become the hallmark of the eighteenth 
century, the slave trade. The War of Spanish Succession (1701- 
17 1 3)  pitted England against its remaining principal political and 
economic opponent, France, in a rivalry that would shape the course 
of the entire eighteenth century, beginning with the inconclusive 
War of Austrian Succession, followed by the defeat of the French in 
the Seven Years War, and concluding with the total victory of the 

12- 13) 

of 1 756- 1 763. 
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British in the Napoleonic Wars. The tone of the period was already 
set by the Treaty of Utrecht following the first of these wars in 17 13, 
by which England received the asiento right to supply the Spanish 
colonies with a certain number of slaves and the privilege of a navio 
depermiso to call on Spanish colonial ports, which up to that time had 
been legally closed. These privileges provided England with a series 
of further legal and illegal sources of access to the weakened Spanish 
empire. At the same time, the Treaty of Methuen (1703) with 
Portugal gave British trade access to the growing Brazilian market. 
These and other circumstances generated, during the years follow- 
ing, an often speculative expansion, symbolized by the South Sea 
Company in Britain and the Mississippi Company founded by John 
Law in France. Both led to a financial crash in 1720-the year of the 
“South Sea Bubble”-which initiated a generally depressive phase of 
the long trade cycles, lasting almost three decades. “One student 
after another has revealed the ebb and flokv of economic life in these 
years. Almost all sectors-agriculture, trade (home and foreign), 
industry, population growth-show a weaker momentum from the 
twenties to the fifties, when the forward momentum was strongly 
resumed” (Wilson 197 1: 276). 

The decades following 1720 seem to have been marked by re- 
tarded expansion and recurrent crises and depressions. In his Eco- 
nomic Fluctuations in England 17’00-1800, hshton appraises many of 
these years as quite prosperous, but his own data and analyses are 
equivocal and admit a contrary interpretation (see especially Ashton 
1959: 58-60, 92-95, 120-23, 143-47.) In any case, many students 
of the period, including Ashton himself (1959: 148 and elsewhere), 
agree that it was not until nearly the middle of the century that an 
expansive boom in both production and trade began. Relatively 
depressive years, especially in the sugar trade, have been noted by 
several students of the period. 

Bet\veen 1720 and 1739 the British sugar industry in the West Indies 
experienced a serere depression, occasioned chiefly by a falling off in 
exports to Europe. Recovery did not come until the secular increase in 
sugar consumption in Britain, together with favourable legislation, 
once more raised prices to remunerati\Te levels. During this period of 
depression the political power of the West Indies plantation owners was 
brought into play to check the growing trade between New England 
and the French LVest Indies, and in 1733 the British Parliament passed 
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the Molasses Act, which imposed prohibitive duties on sugar, molasses, 
and rum imported into the British North American colonies from the 
foreign West Indies. T h e  statute was passed against the strenuous 
opposition of New England and represented a major political victory 
for the West Indian interests. (Easterbrook and Aitken 1967: 105) 

The victory was hollow, however, since t h e  act  was  not ,  a n d  a t  that  
t ime could not, be enforced. 

But  if legislation offered no immediate  solution, there was the 
hope tha t  s t ronger  action might .  

Depression in the English Indies affected too many English 
interests to be tolerated; and in that time of truculent trade rivalry, if 
peaceful measures [the reference is to the Molasses . k t ]  would not 
serve, war was welcomed as a possible solution of commercial prob- 
lems. War offered the English an opportunity to cripple French sugar 
production, since they could not defeat it in open competition. Planters 
on both sides disliked the acquisition of fresh sugar producing territory; 
they feared that increased production would lower prices Lvithin their 
protected markets. Each side hoped not to acquire and exploit the 
enemy’s colonies but to destroy and depopulate them. . . . Failing the 
destruction of the enemy’s colonies, the next-best thing was to cut off 
their trade, starve them of provisions and slaves, and prevent them 
from selling their sugar. In this war naval activity was, in practice, 
almost confined to this second type of operation. By 1744 the energies 
of both combatants were taxed elsewhere, in Europe and North 
..\merica. Forces were not available for major operations in the LYest 
Indies, and the fighting there was little more than a rehearsal for the 
much sterner struggle which was to break out in 1756. (Parry and 
Sherlock 1971: 113-14) 

h contemporary pamphleteer  left no doubt :  “ W e  should not  only 
distress o u r  enemy to the last degree, b u t  by ruining their com- 
merce, and  destroying their  colonies . . . we should i n  a great 
measure retrieve o u r  own, and  make t h e m  flourish again as for- 
merly” (quoted i n  G. Williams 1966: 63). And another  pamphleteer  
insisted i n  1745: “By a well-managed descent  upon  their sugar 
islands we should a t  once ru in  them,  and  promote the  welfare of our 
own for  m a n y  years. T h i s  might  be done  b y  on ly  destroying thei’r 
sugar  works, and  carrying off their slaves” (quoted in G. Ff’illiams 

T h i s  then was the Caribbean- and cyclical- background t o  t h e  
British wars  against Spa in  and  France that  a re  bet ter  known as the  
W a r  of Jenkins’ Ear  which  began in 1739 or the  w a r  of t h e  Austr ian 

1966: 67-68). 
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Succession which began in 1740. According to Dorn: “In its essence 
the war was a commercial one, a struggle of rival merchants” (Dorn 
1963: 164). IYilliams agrees: “The real significance of the war was 
that it was the first major conflict between European powers fought 
because of overseas disputes. . . . Colonies were regarded as inte- 
gral parts of the national economy, and overseas commerce of 
sufficient importance to justify open war (G. Williams 1966: 63). 

In Europe much of the war was fought for the control of Flanders, 
and in North America it was fought over the French fortress of 
Louisbourg on Cape Breton Island. In India the French and British 
East India companies fought between themselves as such, without 
yet bringing their respective governments into open conflict there. 
For the British, this war had a further indirect benefit: by weakening 
the French competition in the Caribbean, they temporarily ex- 
panded the market for Portuguese sugar grown in Brazil-and 
thereby the market for British textile exports to their captive custom- 
ers (Fisher 1971: 39). But the war itself resulted in a stalemate. The 
Treaty of Aix-la-Chapelle of 1748 settled no outstanding issues- 
most conquests were mutually returned-and left the balance of 
power substantially as it had been settled by the Treaty of Utrecht in 
1713 (G. LVilliams 1966: 70-72; Parry and Sherlock 1971: 116). 
Another war was virtually inevitable-and it came a decade later. 

After 1750 the demand for sugar and its price, and indeed eco- 
nomic conditions generally, were increasingly fa\ orable (Sheridan 
1970: 75; Ashton 1959: 148). The years 1748-1756 were “the golden 
age of British sugar” (Parry and Sherlock 1971: 117). Yet, although 
the West Indies were still Britain’s commercially most valuable 
colonies, British interests were already beginning to shift from them 
to North &America, which increasingly provided the more important 
market for British manufacturing exports (Dorn 1963: 270-7 1). 
This shift was reflected in the Seven Years War which began in 1756 
after eight years of “cold war.” British Prime hlinister William Pitt, 
who in connection with the previous war had declared that “when 
trade is a stake it is your last entrenchment: you must defend or 
perish” (quoted in G. Williams 1966: 78-79), now definitely cen- 
tered his attention on the colonial war in North A4merica with the 
intention of eliminating the French strategic threat to the exposed 
hinterland of the North American colonies. Meanwhile, the planter 
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interests in the West Indies were already beginning to lose their 
dominant influence on British politics and policy, and they no longer 
offered, as they had done in the previous war, strenuous resistance 
to the annexation of competing foreign sugar producing colonies. 
Accordingly in the Seven Years War the British strategy was 110 

longer simply to pillage the French colonies but to annex thern. 
Parry and Sherlock (1971: 108) attribute this change in British 
strategy to the desire to use captured islands as bargaining counters 
at the peace settlement. They are supported by Williams, who adds 
that the British planters desired to eliminate French harassment of 
their shipping and to remove the French military threat to their own 
plantations. These were probably factors but they could also harTe 
been factors in the previous war. Dorn (1963: 147-48) emphasizes the 
internal division between the Pitt and U’alpole interests, which 110 

doubt was a factor in both wars and in both peace settlements. An 
additional and perhaps more decisive factor that explains the differ- 
ence in British strategy between the two wars is, I suggest, the follow- 
ing. During the earlier period sugar markets were glutted, and this 
provided Britain with the opportunity of increasing its profits by 
eliminating rival production-hence a policy of destruction. In the 
1750s the sugar market was much more buoyant, and it may have 
been economically more rational and politically more feasible to seek 
the elimination of rival production and to profit from it oneself-- 
hence a policy of annexation. 

In 1762, during the Seven Years War, the British captured 
Havana, the crown of the Spanish Antilles. They rapidly expandcd 
the shipment of slaves to Cuba and initiated the process that would 
convert that island into the nineteenth century’s principal sugar 
plantation. They likewise captured Spanish Manila in the Philip- 
pines, although too late in the war to make any difference. In ,4frica, 
Britain took the island of Goree, the principal French slaving station, 
off the coast of Senegal, and effectively disrupted the French slave 
trade, which was vital to the economic survival of the French West 
Indian colonies. Finally, in a military action that would turn out 1 0  

be determinant for the process of British and world capital accumu- 
lation during the remainder of the eighteenth century and all of the 
nineteenth century, the British succeeded, with the assault on Pon- 
dicherry , in eliminating French economic and political rivalry in 
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India; and, at the Battle of Plassey in 1757, they suppressed local 
military resistance, allied to the French, in Bengal. Thus the French 
challenge in India, which had begun modestly with Colbert’s estab- 
lishment of trading posts on the mainland in 1688 and which had 
become increasingly threatening under the leadership of Marquis 
Dupleix since 1732-and almost successful when, after 1744, he 
presented an economic threat to the British in Bengal-was elimi- 
nated for ever after. The economic opportunities derived from the 
progressive breakdown of Moghul power in Eastern India during 
the first half of the eighteenth century would be inherited, not by the 
(for a time) more aggressive French, but by the British, under the 
direction first of Robert Clive, the victor at Plassey, and then of 
the Marquis of Hastings. 

The last years of the war, after 1761, were years of renewed 
economic crisis. Pitt, the representative of the industrial and com- 
mercial interests in Britain, was replaced as prime minister by the 
Earl of Bute, representing the landed and continental interests. At 
the bargaining table a t  the Peace of Paris in 1763, Bute ceded back to 
the French most of what they had lost on the battlefield, a surrender 
that was severely criticized by Pitt at the time and has generally been 
deemed unnecessary by historians, since the British preferred to 
keep Canada and hand back the sugar island of Guadeloupe, a deci- 
sion consistent even with Pitt’s strategy. But in the perspective of 
later history, the French lost Sor th  America and India, and would 
soon lose their major sugar colony in St. Domingue anyway. The 
British, in addition, gained some Caribbean islands and Florida from 
Spain in exchange for the return of Havana. (Spain also received 
from the French title to the Louisiana territory west of the Alissis- 
sippi.) After 1763 British supremacy was all but assured, and the 
course of future world capital accumulation was mapped out at the 
Peace of Paris. 

2 .  Money Supply from Brazil and 
Portugal t o  England 

What was the relationship between monetary expansion and the 
commercial revolution of the eighteenth century? This is the issue 



Cyclical Expansion and Rivalry 11 3 

raised by Vilar, recalling the monetary and price rejolution of the 
sixteenth century and its intimate relation-often claimed to be 
causative-to the earlier expansion of European-centered mercantile 
capitalism. The eighteenth century witnessed, on the one hand, a 
long secular expansion in the supply of monetary gold and silver and 
a generally upward trend in prices and, on the other hand, an 
increase in production and a “revolution” in commerce with which 
the century had been baptized. The association is striking and 
certainly important. The average growth rate of the stock of gold 
was three times higher in the eighteenth century than it had been in 
the sixteenth century and that of silver twice as high. The absolute 
annual production of gold was over 20,000 kilos for six decades after 
1720, whereas it had never exceeded 10,000 kilos in the earlier 
centuries. The a\erage annual output of silver, which had reached 
423,000 kilos in the first two decades of the seventeenth century arid 
had then declined to an annual alerage of 337,000 kilos in the two 
decades prior to 1680, began to rise again thereafter, surpassed its 
earlier maximum in the decade after 1720, and doubled that amount 
by the end of the eighteenth century. Sonetheless, we may agree 
with Vilar that the causative influence of this monetary production, 
though not insignificant, was relatilely less than it had been in the 
earlier century. On the one hand, since the eighteenth century began 
with a higher initial stock of money, the percentage changes were 
less significant and more stable. On  the other hand, the relative and 
absolute increase in production and trade of other goods was much 
higher. British and French foreign trade trebled during the first 
seven decades of the century; and the structural transformation of 
production and productive relations, except in sixteenth-century 
Mexico and Peru, was generally much greater in the eighteen cen- 
tury than in the earlier one. Vilar suggests that the relationship 
between money and production or trade was reciprocal, rather than 
a one-way causal influence. The long depression lowered prices- 
that is, raised the price of monetary metals-and stimulated the 
discovery and mining of precious metals. They, in turn, facilitated 
trade in general, and particularly in the special cases of Spanish 
,America, Brazil and Portugal, the Baltic, and the Orient (Vilar 
1969: 228-30, 265-68, 312-14). I will examine each of these special 
cases. 
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In Spanish A4merica, the production and export of precious metals 
increased again during the eighteenth century. For most of the 
century this increase was gradual, but it accelerated rapidly during 
the last two decades of this century and during the first decade of the 
nineteenth century. Mexico, which by the end of the century pro- 
duced about two-thirds of the sih er in the Spanish empire, approx- 
imately doubled its average annual output during the first eight 
decades of the century, from 164,000 kilos annually in the first two 
decades to 366,000 kilos in the last two decades of this period ( W a r  
1969: 348; Fisher 1971: 4). Potosi never recovered its earlier splen- 
dor, but elsewhere mines were brought into renewed or new produc- 
tion, especially the gold mines of hTueLa Granada (Columbia). Hum- 
boldt (summarized and interpreted by Vilar 1969: 353-54) estimated 
the comparative costs and profits of silver production in a Mexican 
and a German mine: with 4.5 times more workers in the Mexican 
mine than in the German mine, capital moved SO times more ore, 
mined 36 times more silver, and obtained 33 times more net profit, 
even though the wages paid out in the high price region of the Mexican 
mine u ere 6 times more than in the European mine. Yet mineowners 
in Spanish .America were more often than not on the verge of bank- 
ruptcy and permanently in debt for wrorking capital to merchants and 
other financiers. The mining regions, of course, had a permanent 
merchandize trade deficit M ith the rest of the colonial economy, the 
colonial economy with the Spanish metropolis, and Spain u ith other 
parts of Europe, particularly England and France. These trade def- 
icits were paid for through the flow of silver in the opposite direction, 
of which England received from Spain and its colonies about f14 
million, or the equkalent of about 3 percent of all English imports, 
between 1712 and 1770 (Fisher 1971: 4-5). In return, England sent its 
manufactures, principally u oollen textiles, and re-exports of its In- 
dian cotton textiles and Sorth AAtlantic or North American fish, as 
well as, of course, ,African slax es. Further British exports reached the 
southern regions of the Spanish empire through contraband from 
Brazil t i a  the La Plata region to Chile and Upper Peru (Bolik ia) from 
whence further silver flowed extra-legally in return. 

The revival of mining in \ arious parts of Spanish ,America gener- 
ated an increase in hacienda-produced livestock and cereal produc- 
tion, as well as in obraje sweatshop-produced textiles, to supply the 
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mining and urban demand. The German geographer, ,4lexander vori 
Humboldt, who studied Spanish America at the turn of the 
eighteenth-nineteenth century, wrote in his Political Essay on the 
Kingdom of New Spain: 

Travelling along the ridges of the Andes, or the mountainous part of 
Mexico, we everywhere see the most striking examples of the beneficial 
influence of mines on agriculture. Were it nor for the establishments 
formed for the working of the mines, how many places would have 
remained deserted? How many districts uncultivated in the four inten- 
dancies of Guanajuato, Zacatecas, San Luis Potosi and Durango? 
. . . . Farms are established in the neighborhood of the mine. The  
high price of provision, from the competition of the purchasers, in- 
demnifies the cultivator for the privations to which he is exposed from 
the hard life of the mountains. Thus, from the hope of gain alone . . . a 
mine a hich at first appeared insulated in the midst of wild and desert 
mountains, becomes in a short time connected with the lands which 
have long been under cultivation. (Humboldt 181 1, 11: 407-8, quoted 
in Frank 1972: 27-28) 

“The beneficial influence of the mines” extended far beyond the 
mining regions or even their contiguous agricultural areas (see, for 
example, the account of the Bajio in Mexico in Wolf 1955). It was 
also responsible for the eighteenth-century development of latifundio 
agriculture in Chile to supply the mining regions of Upper Peru and 
its metropolis, Lima (G6ngora 1960; Sepulveda 1959; Frank 1969) 
Although the vast majority of the population was engaged in agricul- 
tural actk ities, and for many of them this meant subsistence farming, 
the axis on which these activities and in general the entire Spanish 
empire in the eighteenth century turned was mining. EveE special 
regions, such as cocoa-producing Venezuela or indigo-producing 
Guatemala, exported most of their production to consumers in the 
mining economy of Alexico or to those dependent on it in Spain 
(LArcilla Farias 1950: 195). The often frustrated Spanish attempts to 
maintain a monopoly of the trade with their colonial empire gave way, 
during the final two decades of the century, to policies of trade 
liberalization, and these in combination with the economic climate of 
the early Industrial Revolution, generated a final silver and eco- 
nomic boom in the Spanish empire before its collapse (see Chapter 5 ,  
section 3). 
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The expansion of sugar production into the Caribbean in the 
middle of the eighteenth century and the fall of sugar prices after 
1670 led to the decline of the old sugar-producing regions of the 
Brazilian Northeast after that date. These circumstances and the 
associated increase in the price of monetary gold stimulated the 
search for, and the subsequent mining of, gold in the region farther 
south and inland that came to be known as Minas Gerais (General 
Mines). Gold was discovered in 1693- 1695. Serious production 
began in the first decade of the eighteenth century a t  an annual 
alerage of about 2,000 kilos. *After 1720, production increased still 
further, to an annual average of over 8,000 kilos for the next two 
decades; and it reached its peak of nearly 15,000 kilos per year 
between 1740 and 1760. After that Brazilian gold production fell off 
sharply to about 10,000 kilos for the next two decades and declined 
to an annual average of only 5,000 kilos during the last two decades 
of the eighteenth century (Simonsen 1962: 298, after Soetbeer). The 
quantitative importance of Brazilian gold production between 1700 
and 1770 becomes evident when it is compared with production at 
other times and places. It was equal to the entire amount of gold 
produced by the Spanish American colonies between 1492 and 1800, 
and it represented nearly one-half of the rest of the world’s output of 
gold during the sixteenth, seventeenth, and eighteenth centuries 
(Simonsen 1962: 258). The qualitative importance of this Brazilian 
gold cycle lies in the role it played in the commercial revolution and 
in the early ascendancy of British industry in the eighteenth cen- 
tury. 

In Brazil, the “golden” era shifted the focus of economic, political, 
and cultural life from the Northeast to the Center South, a shift that 
was symbolized by the move of the capital from Salvador de Bahia to 
Rio de Janeiro, which became the principal port for the exploitation 
of the interior. Indeed, the gold rush initiated the unification into a 
single country, or at least colony, of what had prebiously been 
hardly more than separate regions, each of which was tied, although 
in different ways, to the same metropolis in Portugal. The gold rush 
attracted capital and slave labor from the decaying h’ortheast. It 
stimulated livestock production in the dryland Sertio in the North- 
east and even more so in the southern Bandeirante region of S5o 
Paulo, which supplied the mining region with mules for transport, 
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hides for packaging, meat for consumption and other foodstuffs, and 
building materials for the mining population. But the resource; 
already existing in Brazil were insufficient to fill the gold rush, and i t  
attracted further capital, adventurers, and laborers from Europe, 
and slaves from Africa. Much of the mining and ancillary work was 
done by slaves, but by no means all. Though the productive and 
property relations of the hlinas gold mining (and after 1728, also 
diamond mining) region were fundamentally equi\ alent to those of 
the Brazilian or Caribbean sugar plantations and the Spanish Plmeri- 
can silver mining economies, the very nature of gold mining intro- 
duced a significant difference. Gold placer mining (or washing), as 
distinct from deep shaft silver mining or sugarmilling, could profita- 
bly be undertaken with lesser investments of capital and significantly 
greater dispersion in the ownership of the mining installations and 
their product. In the extreme case, as in the famous California, 
Alaska, and -4ustralia gold rushes of the nineteenth century, it re- 
quired only a stake to keep body and soul together, a pan to wash 
gold, and randomly distributed luck. The resulting economic and 
social structure was relatively more egalitarian and led to differ- 
ent and greater development initiath es-including industrial 
production-in h h a s  Gerais after gold production faded out during 
the last decades of the eighteenth century. But these initiatives arose 
a t  a moment when Portugal and Britain had particular interests i n  
frustrating them. They were stamped out by political and economic 
force, and Minas Gerais declined into a depressed area from the turn 
of the century onward (Simonsen 1962; Furtado 1965; Frank 1969). 

Brazilian gold flowed to Portugal and from there to Britain to pay 
for their respective excess of imports OL er exports; and from Britain 
it flowed largely to the Orient. The seventeenth-century Anglo- 
Portuguese commercial treaties had fallen into substantial abeyance 
during the commercially recessil e times prior to the Glorious Revo- 
lution of 1688, and Portuguese textile production had received a 
new-albeit short-lease on life. But the economic and politicd 
circumstances of the turn of the century led Portugal to sign the 
Treaty of Methuen in 1703 and to begin another period of eten 
greater political and economic dependence on Britain, which lasted 
at least as long as the gold rush in Brazil. The Treaty of Methuen 
provided for the exchange of British textiles and Portuguese wine, an 
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exchange which was sanctified a century later by Ricardo in his 
“law” of comparative advantage. British political and commercial 
rivalry with France and Tory-Whig agreement led Britain to transfer 
the import of wine from France to Portugal, thereby denying France 
this foreign exchange (most of the wine had been paid for with 
silver). This meant dearer wine in Britain, but it opened an assured 
and steady market for British textiles which were largely paid for in 
gold rather than wine. The arrangement was not without its critics 
in Portugal, so much so that the Portuguese envoy to Britain, Luis 
da Cunha, argued against it: “France would sacrifice its wine before 
its manufactures; England would prefer to buy dearer than to aban- 
don her clothes. . . . What the British want is to impro\e their 
manufactures, and to ruin those situated in Portugal” (quoted in 
Sideri 1970: 75, 59). The British succeeded, as the Portuguese Prime 
Minister Pombal would sadly observe six decades later: 

T h e  contribution of Brazil to the English “Commercial Re\olution” has 
also been neglected by historians. This neglect stems not only from the 
English trade statistics which show no trade u i th  Brazil and fail to 
reveal the importance of Luso-Brazilian trade for English trade with 
Portugal. . . . (Fisher 1969: 6) 

Two important studies were subsequently published in 1970-197 1 
to partially remedy this neglect: Fisher’s own The Portugal Trade and 
Sideri’s Trade and Power, the former emphasizing the consequences 
for Britain and the latter emphasizing the consequences for Portugal. 

The contribution to Britain and the commercial revolution gener- 
ally was both direct and indirect, as well as circumstantial. The 
British Merchant observed: “Since our Treaty with Portugal, u e  ha\e 
exported yearly to that country prodigious Quantities of our Wool- 
len Manufactures vastly greater than we ever did before; vastly 
greater than we ever did to France” (quoted in Sideri 1970: 44). 
Indeed, between 1697- 1700 and 1706- 17 10 British exports to 
Portugal-many of which went on from there to Brazil-increased 
120 percent and imports from Portugal only 40 percent. Portugal 
became Britain’s third largest customer for all exports and the fourth 
largest for manufactures (Sideri 1970: 44-45), accounting for about 10 
percent of the former and 1 3  percent of the latter (Fisher 197 1: 126). 
Later, during the relatively depressed 1730s and early 1740s, 
Portugal-with Brazil always behind i t - came  to take 1 2  percent of 
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total British exports, including re-exports, 18 percent of Britain’s 
exports of manufactures, and up to 2 3  percent of Britain’s exports of 
principal woollen textiles (Fisher 1971: 126). Not only did Brazil and. 
Portugal become a very important customer for British manufac-, 
tures, therefore, whose growth they stimulated a t  a time when British 
manufactures were increasingly excluded from the European market; 
but they supported that growth precisely during the 1720-1745 reces-, 
sive phase of the long commercial cycles of the eighteenth century, 
when even the Caribbean sugar business sank relatively into the 
doldrums. 

But there was yet another golden contribution. Britain maintained. 
a steadily growing merchandize export surplus with Portugal for the 
whole period, which grew from an annual average of about 5200,000 
at the beginning of the century to about 5500,000 in the 1720s,, 
5700,000-800,000 during the 1730s and 1740s, and then exceeded! 
an annual average of 51 million in the late 1750s, before it declined 
again to little over f200,000 by the late 1760s and 1770s (Fisher 1971: 
16). This British merchandize export surplus (or Portuguese mer- 
chandize trade deficit) was covered by Portugal with Brazilian gold, 
as were British earnings on “invisibles” in its shipping, merchandiz- 
ing, credit, and other services to Portugal. For this period as a 
whole, these surpluses (or deficits) may have reached the sum of f25 
million and accounted for 6 percent of all recorded imports into 
Britain (Fisher 1971: 128). This was the basis for the displacement of 
silver and Britain’s establishment of the gold standard at that time. 
Not only did this gold serve to oil the wheels of British fortune in 
general during the eighteenth-century “preconditions for take-off’ 
into the Industrial Revolution (to use Rostow’s terminology), but i t  
also financed much of the British revival of the Orient trade. Britain 
imported from the Far East lighter textiles for re-export to the 
warmer climates of Europe, L4frica, and the r\mericas; but Britain 
had no ready means of payment other than Brazilian gold. Further- 
more, this arrangement freed the scarcer silver for use to finance the 
Baltic trade, also characterized by deficit, which provided Britain 
with certain raur materials needed to support the development of her 
manufactures and their export. Fisher summarizes: 

Thus betiveen 1700 and 1770 Anglo-Portuguese trade contributed in not 
unimportant L v a y  to the dei-elopment of the English economy, and 
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expecially so in the first forty years of the century when the rate of overall 
development was not particularly impressive. W’ithout the growth of this 
trade, without the expansion of Brazilian gold output on which so much 
else turned, English commercial, financial and industrial advance would 
have been much slower. . . . M’hilst the growth of foreign trade may not 
have directly precipitated the Industrial Revolution, its contribution was 
nevertheless notable. (Fisher 1971: 138-39) 

3 .  Sugar and Slave Plantations in the Caribbean 

Another, perhaps the major, contribution to the eighteenth- 
century commercial revolution came from the sugar revolution and 
the associated slave and triangular trade among manufacturing 
Europe, the Caribbean sugar plantations, and the source of slaves in 
Africa. ’4s Sheridan observes, “the rise of the plantation colonies 
must be seen against the background of major economic and social 
recession and secular adjustment which has been termed ‘the crisis 
of the seventeenth century,’ The collapse of Spain and her Imperial 
economy in America was only one aspect of the crisis” (Sheridan 
1970: 60). This crisis also determined the “neglect” observed by 
Adam Smith, which the Caribbean suffered or enjoyed relative to 
Spain’s mining colonies. In consequence, first the Dutch, after their 
expulsion from Brazil in the middle of the seventeenth century, and 
then predominantly the British expanded into the erstwhile Spanish 
Caribbean to develop slave plantation-grown sugar on island after 
island. .After 1713 the British were increasingly challenged by the 
French, who were able to produce at lower cost using better organi- 
zation and more fertile virgin lands. 

British sugar production, initially using Dutch capital, began in 
the middle of the seventeenth century in Barbados, which was 
transformed from a yeoman farming to a slave plantation society 
between 1645 and 1667. ,After that the Barbadian boom petered out. 
The next major island to be converted to sugar planting by the 
British was Jamaica, first conquered in 1665. However, Jamaica did 
not come to rival Barbados in slave population and sugar production 
until the first decade of the eighteenth century. After that the 
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number of sugar plantations in this larger island increased much 
more rapidly, and by the early 1770s they were producing ten times 
more than Barbados. By 1773-1774 Jamaica had over 200,000 slaver, 
on 775 sugar plantations; and a medium-sized sugar plantatiori 
would employ some 200 blacks working about 600 acres, of which 
perhaps 250 were in cane. The total profit to Britain from Jamaica 
for the year 1773 was estimated at over g1.5 million, of which about 
one-third came from production for export and two-thirds from 
profits on trade (Sheridan 1970: 41,101). 

The French expanded into the Caribbean later, after Colbert had 
chartered the West Indian and African trading companies. Mar- 
tinique was originally colonized in 163 5 ,  but by 167 l there u ere still 
only twelve sugar plantations on the island. During the next three 
decades, the population trebled to about 20,000, although the pro- 
portion of blacks and whites still remained roughly the same, 2 : l .  
After that expansion was much more rapid, especially in the black 
population, which passed 70,000 in 1770 and exceeded the white 
population by 6: 1. The major French plantation colony and eventu- 
ally the largest producer of sugar in the Caribbean was St. Domin- 
gue (later Haiti) on the island of Hispaniola, which began to rival and 
then to exceed British Jamaica in the second and third quarters of the 
eighteenth century. By 1775 it had attained a black population of 
over 250,000, but the slave revolt of 1791 all but withdren. it from 
the world sugar marker (Sheridan 1970: 48-55). The French also 
produced sugar on Guadeloupe and the British on Antigua, St. 
Christopher, and Grenada among others, over twenty islands in all. 
Their relative importance appears from the following a\ erage ton- 
nages of legal imports into the metropolitan countries: in 1741-1745, 
out of a total of 150,000 tons, 65,000 were French, 41,000 British, 
and 34,000 Portuguese from Brazil; in 1766-1770, out of a total of 
193,000 tons 78,000 were French, 74,000 British, and 20,000 Por- 
tuguese. The Spaniards produced only about 2 percent of the total, 
exceeded even by the Dutch and the Danish (Sheridan 1970: 

The “plantation system” came to dominate the Northeast of 
Brazil, most of the Caribbean, and subsequently the South of the 
United States, as well as other scattered regions in the New World. 
Lacking substantial mines, dense populations, to say nothing of high 

22- 23). 



122 Andre Gunder Frank 

civilizations, these lowland tropical areas evidently did not permit 
the kind of exploitation that the Spaniards imposed in Mexico and 
Peru. But their geographical and climatic characteristics did permit 
their participation in, and their substantial contribution to the pro- 
cess of capital accumulation during the commercial revolution, pro- 
vided their natural resources could be suitably combined with the 
labor, capital, and organization necessary to make them produce at a 
profit. It was these circumstances lvhich initiated the mode of pro- 
duction that has determined the historical fate of most of these 
regions until this day. 

Lewis Gray summarizes: 

The  plantation system had its genesis in the economic organization of 
the early joint-stock company. , . . The plantation system was the 
natural successor of the colonizing company. \Vith quasi public 
functions of colonial foundation accomplished and the functions of 
government taken over by public agencies (after the initial private 
colonizing investments had largely proved to be commercial failures), 
the remaining task was to finance immigration and settlement. The 
plantation system afforded a convenient method of uniting capital and 
labor in the business of production. I t  would have been impracticable 
for the European capitalist to advance to each laborer the necessary 
expenses of emigration and settlement, leaving him to work out his 0a.n 
success and to repay the debt at will. The  planter was the effective 
agent through a h o m  European capital might be so employed, and the 
plantation was the agency of colonial expansion which brought together 
and combined three separate factors in utilizing the natural resources of 
the N e a  M'orld: the labor of the industrial servant or the slave, the 
capital furnished by the European merchant, and the directive activity 
of the planters. In some instances, of course, the planters themselves 
furnished part or all of the capital. (Gray 1958. 11: 3 1 2 ,  3 1  1) 

Frequently, 

the establishment of private plantations followed as a third stage, 
favored by the fact that the nelv enterprises nere not compelled to 
assume the expenses and responsibilities of initial colonization, had the 
advantage of experience u.ith the nea. environment and the opportunity 
in some cases to acquire a t  small cost the lands, improvements, and 
equipment of the unsuccessful colonizing agencies. Ll'ith the develop- 
ment of regular trade the latter was provided not only rvith market 
outlets for his products, but also a means of procuring on credit the 
requisite servants, slaves, and equipment. (Gray 1958, 11: 341) 
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Elsewhere G r a y  specifies: 

T h e  most characteristic institution of the plantation colony was the 
plantation system, which may be formally defined as follows: The 
plantation was a capitalistic type of agricultural organization in which a 
considerable number of unfree laborers were employed under unijied direction and 
control in theproduction of a staple crop. . . . T h e  definition implies also 
that (1) the functions of laborer and employer were sharply distinct; ( 2 )  
the system was based on commercial agriculture, except in periods of 
depression; ( 3 )  the system represented a capitalistic stage of agricultural 
development, since the value of slaves, land, and equipment: necessi- 
tated the investment of money capital, often of large amount and 
frequently borrowed, and there was a strong tendency for the planter to 
assume the attitude of the business man in testing success by ratio of 
net money income to capital invested; and (4) there was a stong ten- 
dency toward specialization-the production of a single crop for mar- 
ket. It is significant that three of the characteristics developed in man- 
ufacturing by the Industrial Revolution-commercialism, capitalism, 
and specialization-were attained in Southern agriculture as early as 
the first half of the seventeenth century through the establishment of 
the plantation system. (Gray 1958, 11: 302) (Emphasis in original) 

Though referring specifically t o  t h e  Caribbean,  the  economic:, 
social, and  political consequences of the implantat ion of the plantn- 
tion system in the  S e w  World is summarized by Sidney Mintz. 

Caribbean regional commonality is expressed in terms of nine major 
features as follows: (1) lowland, subtropical, insular ecology; ( 2 )  the 
swift extirpation of native populations; ( 3 )  the early definition of the 
islands as a sphere of European overseas agricultural capitalism, based 
primarily on the sugarcane, .African slaves, and the plantation system; 
(4) the concomitant development of insular social structures in which 
internally differentiated local community organization was slight, the 
national class groupings usually took a bipolar form, sustained by 
overseas domination, sharply differentiated access to land, wealth, and 
political power, and the use of physical differences as status markers; (5) 
the continuous interplay of plantations and small-scale yeoman agricul- 
ture, with accompanying social-structural effects . . . the distinction 
between coastal plain and rugged highland foretold a sharp divergence 
of enterprise that has typically marked Caribbean (and other plantation 
regions') agriculture with plantations concentrated on the coasts and in 
island valleys, and small-scale enterprise and some hacienda forms 
occurring in mountainous sectors. (Mintz 1966: 915, 917) 

As was observed and emphasized already by Smi th  a n d  Marx,  and 
of course by the planters and slaves themselves, the initial conditions 
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of plenitude of land (subject to some restriction only in the Carib- 
bean by the small size of some of the islands, which on the other 
hand constituted impediments to escape) and the scarcity of labor 
meant that the plantation enterprise could operate with profitable 
lou. cost labor only if the latter was subject to force in the form of 
indenture or slavery. Ultimately, indenture became unmanageable 
because of reduced supplies from Europe and because of increased 
difficulties of enforcement in the colonies-and black slavery became 
the dominant, though never the only, source and form of plantation 
labor. 

The  moment of de\ elopment and boom of the plantation economy 
differed from island to island, in a sense repeating on a larger scale 
the incorporation of the islands into the process of capital accumula- 
tion under Columbus and his Spanish successors, who had gone on 
to greener pastures after eroding the economic virginity of the ones 
incorporated first. In the seventeenth-nineteenth centuries, of 
course, this process of successive maximum exploitation of the is- 
lands was complicated by the competition among rival metropolitan 
powers. 

The production regimes and relations varied among the islands as 
a function of (1) this rhythm of successive though overlapping tem- 
poral exploitation, ( 2 )  the major boom and bust cycles of the sugar 
business that to some extent they shared in common, and (3)  the 
variety of geographical or topological production possibilities. In 
general the smaller islands specialized in the monoculture of sugar to 
a greater degree than the larger ones or the mainland coastal regions, 
v hich were relati\ ely less dependent on imports of foodstuffs, etc. 
Some of these imports were produced by and for the slaves them- 
selves on inland or mountainous “provision grounds” of relatively 
lower fertility, most notably in Jamaica. This economic circum- 
stance, which was mutually beneficial to both planters and slaves, 
also offered the latter a relatively greater opportunity to escape from, 
or a t  least to resist, the total oppressiLeness of the sugar “factory in 
the field.” 

It is appropriate here to mention the argument that has recently 
been resurrected by the publication of books like Slave and Citizen by 
Frank Tannenbaum and Slavery by Stanley Elkins in the United 
States and in The Mansions and the Shanties and other books on 
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Brazilian slavery by Gilbert0 Freyre. These writers argue, in a 
manner reminiscent of the crude Weberian argument about thc 
Protestant ethic (which, incidentally, was not J4;eber’s own), that 
supposed cultural and institutional differences between the slave 
owners or their respective societies are sufficient to account for sup- 
posed differences in slave societies, cultures, or personalities, and in 
the degrees or kinds of oppression the slaves suffered. This argu- 
ment has been severely criticized by Eugene Genovese and Sidney 
Il/lintz among others. The former shows that, on the one hand, the 
supposed docility of “Sambo” was not confined to the South of the 
United States, as Elkins supposes, and that, on the other hand, this 
supposed docility did not prevent numerous slave uprisings that 
occurred, some unsuccessful and some successful as in Haiti 
(Genovese 1967). Mintz, in his review of Elkins, argues further thai: 

the question, then, does not seem to hinge on the presence of a tradition 
in one case and its absence in another. . , . T h e  rate of growth of the 
slave plantation, then, did not hinge on matters of race, civil liberties, 
protection of the rights of individuals slave and free, or the presence or 
absence of one or several religious codes. , , . The differentials in the 
growth of the slave plantations in different colonies are to be under- 
stood as resulting from different ecologies, different maturation of 
metropolitan markets and industries, and different political relation- 
ships between creole governing bodies and the metropolitan au- 
thorities. . . . Industrial slavery of this sort [as in the most commercial 
plantation colonies] effected a more complete dehumanization of the 
slaves than did other forms of slavery [and especially domestic slavery]. 
(Mint2 1961: 584) 

Mintz thus supports Xdam Smith’s observation as well as my argu- 
ment that the relatively benign regime in the Spanish colonies was 
due not to cultural or institutional differences but to economic 
differences. Because of the change in economic conditions, the sever- 
ity and oppressiveness of the Spanish slave regime during the fint  
half century after the conquest of the Caribbean (and other parts of 
its empire) and again during the nineteenth century after sugar 
became king in Cuba, was no less than it was in the worst Protestant 
North European colonies of the eighteenth century. Moreover the 
kind and degree of oppressiveness of slavery also varied over time 
within the latter, primarily as a function of economic requirements. 

Even Genovese-who, although he rejects the Tannenbaurri- 
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Elkins thesis, is generally contemptuous in all of his writings of what 
he calls “excessively economic determinist misinterpretations” and 
specifically finds ,\/lintz’s thesis quoted above to be too extreme- 
recognizes that 

the Code Noire of 1685 set a high standard of humanity and attempted to 
guarantee the slaves certain minimal rights and protection. It was 
treated with contempt in the French if,-est Indies, especially when the 
islands began to ride the sugar boom. , . . On the eve of the Haitian 
Revolution probably not one of the protective articles of the Code Noire 
u a s  being enforced. (Genovese 1969: 300) 

But this observation of Genovese, which is by no means original 
with him, leads us even further than Mintz seems prepared to go; for 
it implies that the treatment of slaves (like that of other kinds of 
agricultural workers and tenants since then) varies as a close func- 
tion of the booms and busts of the agricultural business-not be- 
cause he may or may not be excessively “economic determinist,” but 
because the relations between the owners of capital and labor, to say 
nothing of the use of capital (including slaves), is in fact determined 
more economically and politically than institutionally or culturally, 
let alone psychologically, if these can be significantly distin- 
quished.* 

Harry Hoetink, in his comparative study on “Race Relations in 
CuraCao and Surinam,” observes that the social relations in the two 
colonies were quite different, although subject to the same Dutch 
Protestantism, l a w ,  and institutions. 

For Curacao it is enough to note that the social roles of master and 
slaves produced an institutionalized and mutually complementary pat- 
tern of behavior for both master and slaves. . . . [because] Curacao 
had no real plantations, no real latifundios producing for the u-orld 
market. . . . The situation was totally different in Surinam. There 
were vast sugar, coffee, cotton, and lumber plantations. There were 
large concentrations of hundreds of slaves , , , [where] at no time did 
the number of whites exceed 7% of the number of slaves. . . . ‘It the 
end of the eighteenth century in Surinam there were about 3,000 
u.hites and about 5,000 sla\res. In Curaqao the number of whites lvas 

* For a discussion of this issue at the microlevel, see, for instance, Erich Fromm 
and Ilichael Maccoby, Social Character in a Mexican Village (1970: 230): “The social char- 
acter is the result of the adaptation of human nature to the given socioeconomic 
conditions [in the next paragraph they say “class role”], and secondarily tends to 
stabilize and maintain these conditions.” 
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more or less the same, but there were only one-tenth as many slaves. 
These statistics alone help to explain the more severe treatment of the 
slaves in Surinam. (Hoetink 1969: 181-82) 

Elsa Goveia argues, on the o ther  hand ,  that  

in spite of the religious differences between the Catholic French and the 
Protestant British in the W’est Indies, both their religious attitudes and 
their general behavior toward the slaves showed striking similarities 
during the course of the eighteenth century, and these similarities were 
in marked contrast with the attitudes and behavior accepted in Cuba 
until that colony began to develop a great plantation system. . . . All 
the evidence points to one conclusion. As they were actually adminis- 
tered during the eighteenth century, the French slave laws differed far 
less from their English counterparts than might be imagined. The  
enforcement of the Code A’oir [which under other circumstances Colbert 
had sponsored to protect slaves more for commercial than human 
considerations] during this period [became increasingly lax]. . . . The  
law tended to become more and more a dead letter. (Goveia 1969:168, 
134, 131) 

T h i s  was, of course, dur ing  t h e  1763-1789 boom years of the French  
sugar  colonies. David Brion Davis explains: 

Whenever slaves were worked under boom conditions, as in the \.Vest 
Indies in the mid-eighteenth century and the Brazillian coffee planta- 
tions in the nineteenth, the institution was one of grinding attrition. &4 
more relaxed paternalism tended to appear when prices had fallen, 
when there was little incentive to maximize production. (D. B. Davis 
1969: 67) 
It is perhaps significant that accounts of Latin American slavery often 
picture the relaxed life on sugar plantations after their decline in eco- 
nomic importance, and ignore conditions that prevailed during the 
Brazilian sugar boom of the seventeenth century, the mining boom of 
the early eighteenth century, and the coffee boom of the nineteenth 
century. (D.B. Davis 1969: 73) 

In s u m m a r y  then ,  the  principal determinants  of the  labor condi- 
tions on the slave plantations- and also i n  the  mining and  other  
colonial labor systems-were external economic a n d  internal politi- 
cal imperatives. -\dditional, though related, circumstances that  con- 
tributed to  the definition of labor  conditions and  social relations in 
general were the  size a n d  concentration of t h e  productive uni ts  and 
the replacement conditions of the labor  force. T h u s  the slave regimes 
were  most  severe in  areas, such  as the smaller islands, that  were  
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highly specialized-especially in boom times--in large plantation 
agriculture; they u ere somewhat less severe, and yet more charac- 
terized by sla.re revolts, in areas such as Jamaica, where the hilly 
interior hinterland offered some possibilities of subsistence agricul- 
ture and military refuge; and they were relatively least severe in 
parts of the southern United States, where plantations, or rather 
farms, and concentrations of slaves were often smaller and more 
dispersed. Similarly, the treatment of slaves was most severe (a 
“useful” life of se\ en years or less) where and when the possibilities 
of the replacement of this “working” capital were greater and 
cheaper (absolutely or relative to boom time profits); and most 
“humane” where the useful liles of slaves had to be extended in 
accord with the needs of the master, and what is more, where and 
when the supply of dales was dependent largely upon their own 
reproduction. 
‘4 related argument of old, which assumes greater and lesser 

political importance a t  different moments in history, is whether race 
prejudice is the cause or the effect of race discrimination and speci- 
fically of black slavery. One side seeks to justify-to themselves and 
to others-their own discrimination and exploitation of others, alleg- 
ing that some races are inferior to others and that such sentiments do 
in fact exist; while the other side argues that these sentiments (i-e., 
prejudice) are really the historical and social result of the relations 
and system of discrimination and exploitation and, what is more, 
that any racial superiority/inferiority differences that may now be 
observable are themselves the sociohistorical result of such exploita- 
tion and oppression. The latter point out the symbolic importance of 
Shakespeare’s Othello, a play that does not display nor reflect any 
race prejudice of whites toward blacks. Others have criticized 
Shakespeare for not ha\ ing sufficiently reflected the race prejudice 
that u as then supposedly already in existence. A detailed analysis of 
this question is not possible here, but it should be clear that the 
entire thesis of this book is consistent only with the thesis that race 
sentiment is fundamentally the consequence and not the cause of 
racial oppression and exploitation. The interested reader should see 
writers who ha\ e seriously examined and defended this thesis such 
as C. L. R. James, Eric U’illiams, and-though his defense is much 
more guarded-Eugene Genovese. In conclusion, C. R. Boxer’s 
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observation, referring to the oft-claimed “lack” of race prejudict: 
among the Portugese, seems irrefutable: “One race cannot system- 
atically enslave members of another on a large scale for over three 
centuries without acquiring a conscious or unconscious feeling of 
racial superiority” (Boxer, quoted in Foner and Genovese 1969: 246). 

4. The Slave Trade in Africa 

‘‘A large-scale slave trade would have been impossible if Africa 
had been truly primitive. . . . But Africa was not primitive” 
(Bohannon and Curtin 1971: 264). Slavery in the Americas and the 
Atlantic slave trade necessarily drew Africa into the process of 
capital accumulation and did so on a new basis. In the words of 
Samir Amin: 

During this period of incubation covering three centuries, the Ameri- 
can periphery of the Western European mercantilist center played a 
decisive role in the accumulation of money-wealth by the merchant 
bourgeoisie of the Atlantic countries. Black ;\frica played a no less 
important role as the “periphery of the periphery.” Reduced to the 
function of supplying slave labor for the plantations of America, Africa 
lost its independence. It began to be shaped according to external 
requirements, namely, those of mercantilism. (hmin 1976: 320) 

Slavery and slave trading had a long history in Africa, but prior to 
the Atlantic slave trade they existed on different social bases and had 
other economic functions and consequences than they would have 
under the aegis of world mercantile capitalism (Hargreaves 1967). 
Davidson (1961) divides the development of the -Atlantic slave trade 
into three prineipal largely successive stages: (1) piracy; ( 2 )  warlike 
alliance between slave-raiding Europeans and coastal chiefs who 
began by supplying slaves under duress and ended by producing 
them for profit; and (3) more or less peaceful partnership between 
the European slavers and the coastal suppliers who in turn traded or 
captured slaves in the raids of the inland wars. 

The slave trade affected four major regions in Africa: the Congo, 
the Niger Delta, the Guinea Coast, and parts of East Africa-and i t  
affected them differently, damaging the population base much more 
severely, for instance, in the more sparsely settled South, which was 
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the main source for the Portuguese, than in the more densely settled 
Northwest of the Anglo-French slave trade (Oliver and Fage 1962: 
121). Thus while the total flow of slaves increased from less than 
2,000 a year before 1600 to an average of about 55,000 annually for 
the eighteenth century as a whole, and an average of 70,000 to 
75,000 annually (over 100,000 in some individual years) during the 
peak decade of the 1780s, the African source of the slaves also shifted 
in a southwesterly direction. The supply from the Gold Coast 
suffered a relative decline, therefore, from about 25 percent in the 
1720s to 8 percent in the 1790s, while the supply from the Bight of 
Biafra rose from only 2 percent in the earlier decade to 42 percent in 
the first decade of the nineteenth century; and the supply from 
Central Africa doubled between the 1770s and the 1780s. For the 
period 171 I to 1810 as a whole, Senegal, Gambia, and Sierra Leone 
together supplied about 5.5 percent, the Windward Coast about 7.7 
percent, the Gold Coast 9.2 percent, the Bight of Benin 19.5 per- 
cent, the Bight of Biafra 16 percent, and Central and Southeast 
Africa 42 percent (Curtin, cited in Bohannon and Curtin 1971: 
269-71). “In short, while the demand for slaves was relatively 
steady, it was met by rapid shifts from one source of supply to 
another, depending on African political conditions or the develop- 
ment of new trade routes from the interior” (Bohannon and Curtin 
1971: 269). But more important than these regional differences for an 
appreciation of the operation and consequences of the slave trade for 
Africa was the difference between its operation on or near the coast 
and its far-reaching effects in the interior hinterland areas. Davidson 
writes in The African Slave Trade: 

I t  isolated the peoples of the interior from any contact with Europe 
except through the sale of captives. The  chiefs of the coastal peoples 
throve and defended their pou er by purchasing European firearms; 
those in the rear, deprived of any direct link with Europeans, were 
reduced to impotence or involvement in the trade themselves. Increas- 
ingly, they chose or mere driven to in\olvement. (Davidson 1961: 154) 

Thus, some Africans, particularly rulers in the coastal belt, took an 
active and concious part in the slale trade as exporters of one 
commodity, slaves, in exchange for other commodities; just as 
elsewhere the local purveyors of the fruits of colonial and then 
neocolonial labor and the compradore bourgeoisie have always par- 
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ticipated actively in the export-import trade and the political or 
military regime necessary to support it. 

It is wrong to consider the Guinea [and other African slave trade] 
experience as one that was simply ordered and imposed from the 
outside, with the ’ifrican part in it a purely negative and involuntary 
one. This view of the connection mirrors a familiar notion of African 
incapacity, and it has no place in the historical record. Those hfricans 
who were involved in the trade were seldom helpless victims of a 
commerce they did not understand; on the contrary, they understood it 
as well as their European partners. They responded to its challenge. 
They exploited its opportunities. Their great misfortune-and this 
would be Africa’s tragedy-was that Europe only wanted slaves. 
(Davidson 1961: 201-2) 

On  the other hand, 

the wounds of the slave trade had become really inescapable. . . . At 
no point were they [Africans] presented with any choice except that of 
forgoing European trade altogether-to the almost certain profit of their 
rivals and their own peril-or else of surrendering to the incessant 
demands of Europe. . , . Dahomey’s power to resist Oyo (itself in 
turn subjected to the same pressure) depended on delivering slaves to 
the coast; the drastic but inescapable alternative was to enslave 
others-in order to buy firearms-or risk enslavement oneself. This 
indeed was the inner dynamic of the slaving connection with Europe; 
and it pushed Dahomey, as it pushed other states, into wholesale 
participation in slaving. No single state could safely or even possibly 
withstand this combination of guns and captives. , . . Dahomey was 
caught in the slave trade’s ruinous chain of cause and effect. . . . Huge 
quantities of firearms were poured into West Africa during the major 
period of the slave trade. . , . European dealers on the coast might 
regret this flood of weapons, for it strengthened the bargaining power 
of their African partners; but there was nothing they could do about it. 
Like the Africans, they too were caught in the chain of cause and effect. 
They had to have slaves, and to get slaves they had to pay u i th  guns. 
Even if European traders wanted to refuse guns, they were far too 
distrustful of one another to operate any sort of common policy. 
(Davidson 1961: 240, 238,  241-42) 

In some coastal areas the slave trade generated new settlements cr 

T h e  swamplands of the Niger Delta were thinly populated or void of 
people before the coming of the sailing ships. . . . Yet within a 

new forms of settlement. 
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hundred years there had emerged amid this maze of inland waterways 
. . . a close-knit system of trading states; and within another hundred 
years these states had built themselves into a well-nigh impregnable 
position of commercial monopoly. They had become the indispensable 
middlemen between Elurope and the densely populated lands behind 
the Delta. . . . The history of these little states . . . belongs to the h t -  
lantic and to Africa. They were almost as much children of the Guinea 
trade-the slave trade-as were the plantation colonies of the Carib- 
bean and North America. And yet they remained strongly African 
in accent and ideas. (Davidson 1961: 205-6) 

,\long the entire slave coast, 

the slave trade became inseparable from the workings of chiefly rule. 
Wherever the trade found strong chiefs and kings it prospered almost 
from the first; wherever it failed to find them it caused them to come 
into being. W’hether in the accumulation of wealth by custom duties, 
gifts, or trading profits; or in the political authority which slaving lent 
to those who organized it; or in the military superiority which derived 
from the buying of firearms, slaving built up the power of the chiefs 
where it did not exist before, or else it transformed that power, where it 
was already present, from a broadly representative character into an 
autocratic one. (Davidson 1961: 225)  

The firearms were the vital link between the coastal states and the 
more densely populated interior. 

Widespread use of firearms changed the course of history in the [Niger] 
delta as surely as in other parts of .Africa. It was their concentration of 
firepower that enabled the delta chiefs to outface and overawe the 
numerically far stronger peoples of the interior. And muskets were 
almost certainly decisive in enabling the Aro trader-priests to maintain 
their monopoly-and keep the oracle respected-in face of mounting 
opposition from those who suffered from the system. The  Aro priests 
do not appear to have used the guns themselves. They hired others for 
that purpose. They called up mercenaries from the professional 
soldier-guilds of Iboland. , . , Thus the trade was organized by god 
and gun on one side as surely as by ship and plantation on the 
other. , . . Relations between the hinterland states were increasingly 
poisoned by a fight for monopoly privilege in the supply of slaves. 
Feudal wars widened into commercial wars. Commercial wars, duly 
sanctioned by religion, degenerated into a free-for-all where any man 
might seize another . , , if only his power sufficed. (Davidson 1961: 
213, 226) 

Thus in the states of the interior the Atlantic slave trade tended to 
have consequences rather the opposite of those it had on the coast. 
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The interior had long maintained trade with the outside world, but 
across the Sahara (see Chapter 1, section 1). Where this trade still 
survived, it had to be suppressed by force-as the French did in 
what is today Senegal-Mali (Amin 1976). A4 more important conse- 
quence was the stagnation and political weakening of the previously 
existing imperial states. 

-411 the great states of the forest-Oyo, Benin, those of the Akan and 
Dahomey-became deeply involved in the slave trade; and each was 
influenced by its strains and pressures. %lore often than not, however, 
the consequences were in notable contrast with the political growth that 
occurred along the coast and most of all in the delta city-states. For 
whereas the peoples of the delta absorbed new tensions by evolving 
new forms of social organization, the states of the interior showed an 
increasing rigidity and resistance to political growth. Often enough, 
although with many local variations, their feudalisms turned inward on 
itself, their elected rulers became tyrants, and the fabric of their social 
life grew dangerously stiff and insensitive. Though trading vastly with 
the coast, they traded increasingly to their own ruin. They grew 
powerful in this commerce, but their power proved mortal. (Davidson 
1961: 2 2 5 )  

Some states, like the Kongo-rlngola and the Yoruba federation, were 
destroyed or disintegrated under the impact of the slave trade. 

The apparent exception to this rule might seem to be the Ashanti 
state, for it grew up and expanded during the eighteenth century 'to 
become the most powerful African state of the middle ages o f  
African history-and it did so in an inland region centered on its 
capital city, Kumasi. Its founders and empire builders are still 
remembered and revered today. But if the power and glory of 
,Ashanti was exceptional, it was so in that it successfully challenged 
the coastal Fulani and Ga claims to the monopoly of the slave tradl:, 
and established itself as an intermediary between them and the 
North-rather than remaining marginal to, or being destroyed bj7, 
the slave trade. Then as now, ultimately it was the slave trade and 
the production of gold which was the economic basis of Xshanti 
power and of its state formation (Fynn 1971). 

Another significant effect of the slave trade and slave wars was 
their contribution to the de-democratization, stratification, and au- 
thoritanization of L4frican society. Not only was the power of the 
chiefs enhanced (or in some cases virtually created) and their legiti- 
macy perverted-a process that had already occurred in the six- 
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teenth century in the Indian caciques of Spanish ‘America, and 
would reemerge at the turn of the twentieth century in colonial 
Africa-but as a counterpart 

the status of many common people became depressed and the division 
of society into different classes became more rigid. . . . Active in- 
volvement in the .-\tlantic slave trade invariably meant the increase of 
such servile categories in the societies where they existed, and their 
creation where they had not previously existed. Thus it was that by the 
end of the eighteenth century a sizeable proportion of the inhabitants of 
West Africa found themselves under some sort of servitude. . . . In 
the period of the Atlantic slave trade a punishment as drastic as sale into 
slavery was introduced for a larger and larger number of offences, 
descending right down to the most trivial. In effect the common people 
had lost the security of person which the customary laws had guaran- 
teed them in the past. . . . Priests were usually involved on the side of 
the slave traders, along with powerful spiritual institutions such as 
secret societies. Religious authorities were adept at  uncovering in- 
stances of witchcraft which meant that the accused were sold to the 
Europeans. There was obvious chicanery in these procedures, although 
the practice of witchcraft may have increased under the disturbed 
conditions of the slave-trade era. Another area of darkness is that of 
moral \-alues. (Rodney 1967: 37-39) 

Finally, we may ask what were the immediate consequences for 
Africa’s own economic development as a result of her participation 
in the slave trade and its contribution (through the slave trade) to the 
world process of capital accumulation during the years 1650-1850? 
Rodney writes: 

The trade certainly did not stimulate any productive resources in 
Africa, as it did in Europe and the S e w  \+-odd. On the contrary it 
distracted efforts away from agriculture and manufactures. The  intro- 
duction of European goods in itself brought no economic benefits, since 
the goods were consumed without creating growth in the 
economy. , . . the economy stagnated and human resources \vere 
wasted. (Rodney 1967: 39) 

Without any doubt, this stagnation and waste was greater than the 
,African contribution, great as it was, to economic development 
elsewhere. * 

* The  social, economic, and political basis that the slave trade laid for ;\frica’s 
participation-again, on a new basis-in the process of world capital accumulation in 
the nineteenth and twentieth centuries is examined in Chapter 6 of the author’s 
forthcoming Dependent Accumulation and Underdevelopment. 



Chapter 4 
The Tvunsition in Indiu 

to  the Trdnsformution 
of Asia 

Nearly all our major problems today have grown up 
during British rule and as a direct result of British policy; 
the princes; the minority problem; various vested inter- 
ests, foreign and Indian; the lack of industry and the 
neglect of agriculture; the extreme backwardness in the 
social services; and, above all, the tragic poverty of the 
people. The attitude to  education has been sig- 
+ant. . . . To all these methods must be added the 
deliberate policy, pursued throughout the period of British 
rule, of creating divisions among Indians, of encouraging 
one group at the cost of the other . . . . by organizing 
Quisling classes. . . . Imperialism must function in this 
*way or else it ceases to  be imperialism. 

-Jawaharal Kehru, The Discovery of India (1960) 

1. The Superjcial European Impact on Asia 

Before the British conquest of Bengal in the second half of the 
eighteenth century, the most far-reaching European impact in Asia 
was that of the Dutch East India Company in some islands of 
Indonesia-and even this was modest enough, although foreshadow- 
ing developments in the nineteenth century (van Leur 1955: 2 7 3 ,  and 
passim). It was in several of the smaller islands of Indonesia that 
specialization in export agriculture was first demanded and enforced 
in South Asia. By making each of these islands specialize in the 

135 



136 Andre Gunder Frank 

production of a particular spice, to the exclusion of others, the 
Dutch sought to strengthen their monopoly position. This meant 
that the Dutch began to exercise political control, at least in the form 
of “indirect rule” by local rulers. R/Ioreover, 

with the extension of Dutch territorial control in Ja\ a, large quantities 
of products which had hitherto been paid for at market prices began to 
be received on more advantageous terms under contracts and treaties 
concluded with the Indonesian rulers. In addition to demanding spe- 
cific amounts of rice, sugar, pepper, and coffee from the people of Java, 
the Dutch also required personal services in the manufacture of salt, 
cutting of timber in the forests, dredging of canals, construction of 
roads and bridges, and all kinds of public works. Moreover, the officials 
of the Company exploited this source of labor for their own private 
purposes. (Bastin and Benda 1968: 2 5 )  

Nonetheless, the Dutch exploitation of Indonesia was primarily 
limited to “skimming cash crops off the surface of an immobilized 
subsistence economy. . . . Its impact on the Indonesian ecological 
pattern as a whole was marginal and unsystematic” (Geertz 1963: 
5 2 ) .  

Clifford Geertz’s argument about the nature of the Dutch impact 
on Indonesia has been sustained most forcefully by J. C. van Leur, 
who argues: 

It seems to me that, until explained otherwise, these facts are in opposi- 
tion to the concept of a languishing, retarded Indonesian world and an 
all-dominating Company. . , . To  summarize, then, the course of 
Indonesian history, when checked in regard to a few episodes and 
economic concepts, does not appear to have coincided with that of the 
Dutch Company, no more than the history of any European political 
foothold in ?rsia in the eighteenth century directed the general course of 
Asian history. (van Leur 1955: 281, 284) 

J. D. Legge comments that van Leur 

tended to overstate his case in order to counter the overstatements of 
the opposition. There would be general agreement today with his 
argument that the arrival of the Portuguese and Dutch did not consti- 
tute a dramatic break in the continuity of the history of Asian trade. 
There would be less general agreement with the implication that the 
arrival of the European represented almost no change at all. (Legge 
1964: 61) 
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What then was the impact of European mercantile capitalism 011 

Asia in general prior to the Industrial Revolution and the nineteenth 
century, and how did it differ from its impact on Latin America and 
Africa? I am in basic agreement with van Leur’s review and evalua.- 
tion: 
h general view of the whole can only lead to the conclusion that any 
talk of a European Asia in the eighteenth century is out of the question, 
that a few European centers of power had been consolidated on a very 
limited scale, that in general-and here the emphasis should lie-the 
Oriental lands continued to form active factors in the course of events as 
valid entities, militarily, economically, and politically. . . . One 
should call to mind the picture of the overall political situation in 
eastern and southeastern hsia during the eighteenth century. . . . 
Persia, then, was in the eighteenth century a country still intact. In 
India the establishment of local, even regional, power by France and 
England did not disturb the power of the Mogul Empire more than 
fleetingly [though the latter declined of its own and was replaced by 
British power in Bengal during the last four decades of the century (see 
below secs. 4-43)], Burma and Farther India harboured inviolate states. 
T h e  excellent organisation of the mandarin bureaucracy in Annam and 
Tonkin was to disappear only with the colonial wars of the French 
under the Second Empire [of Napoleon 111 after the mid-nineteenth 
century]. Under the Manchu emperors, eighteenth-century China 
reached a pinnacle of political poaer  and cultural achievement. Em- 
peror K’ang Hsi (1662-1723) once more extended the military influence 
of the empire as far as into West Turkestan and placed Tibet under 
Chinese suzerainty. Emperor Ch’ien Lung (1 7 36- 1796) made the dis- 
tant western borders secure, drove Sepal  out of Tibet back over the 
Himalayas, and gained recognition of Chinese suzerainty from Burma 
(1769) and Annam (1789). “Never, not even under the T’angs were 
such vast regions in Mongalia and Turkestan so completely annexed to 
the empire. . . . Never in all history had China’s power and supre- 
macy seemed to be so securely safeguarded” [quoting J. J .  L. Duyven- 
dak, Wegen en Gestalten der Chineesche Geschiedenis]. In Japan the sho- 
gunate remained unshaken. T h e  new development of more influence 
shifting to a “bourgeois” class of rich merchants, speculators, and 
money-holders did not affect the existing order of things; the reverses 
through volcanic eruptions, floods, droughts, and crop failures were of 
a completely static nature. Also deserving consideration is the social 
and economic significance of the great masses of population: from sixty 
or eighty to a hundred million people in China, twenty-six million in 
Japan, a hundred million in India-as opposed to the number of people 
in France, the most heavily populated European country, nineteen 
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million at the end of the seventeenth century and twenty-three million 
at  the end of the eighteenth (England counted only six-million inhabi- 
tants; with Scotland, seven). Such a comparison has a far-reaching 
validity in a world whose means of subsistence were practically equal 
technically in ,his and in Europe. Then, on the other hand, one should 
look at the position of European outposts in Asia. Russia had pushed 
across Siberia to the Sea of Akhotsk, but it remained completely 
peripheral in relation to China (as is shown by the treaties of 1688 and 
1724) as well as to Japan. Kor had it yet begun its central Asian 
conquests. In the older strongholds in southeast Asia, did a change take 
place, did the balance shift and the Western element come to dominate? 
In the seventh-century political picture the Asian element had domi- 
nated completely when compared to that of the tiny outposts the 
Europeans had established. \&‘as a balance struck later, and did the 
scales tip the other way in the eighteenth century? Certainly not for 
China, Japan, Indo-China, India, and Persia. Not even for India. The  
beginning of British territorial control dated from Plassey, 1757. (van 
Leur 1955: 274 ,  270 ,  271- 72) 
Two equal civilizations were developing separately from each other, 
the Asian in every way superior quantitatively. The  equality remained 
as long as the magic poison of modern capitalism had not yet enchanted 
Europe and northeastern America to produce steam, mechanics, and 
grooved cannon. (van Leur 1955: 284-8s) 

2 .  Asiatic, Feudal, and Capitalist 
Modes of Production 

Bhowani  Sen begins his chapter  on “Heritage of the Past” i n  his 
Evolution of Agrarian Relations in India by stating, “Historians differ 
as to the  nature of the ancient land system i n  India .  I t  is beyond the  
scope of this book t o  go into t h e  details of this controversy” (Sen 
1962: 37). T h e  same may be said lvith regard to  other  parts of Asia 
(see for example Jean Chesneaux 1969) and the  scope of the  present 
discussion. .Much of t h e  discussion has turned on the  “Asiatic mode  
of production.” Bartra (1969: 21) recalls that  “the concept of the Asi- 
atic mode  of product ion or oriental despotism has a long history in  
\\-estern thought ,”  which he traces back t o  Plato and Xristotle, 
passing through llachiavelli ,  Hobbes ,  and  >fontesquieu, and i n  the  
nineteenth century Hegel  and  John Stuart  Mill, before it \vas refor- 
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mulated by Marx and Engels. In the twentieth century, this discus- 
sion died down during the Stalinist years, only to be revived as a 
pseudoscientific ideological weapon of anticommunism in the cold 
war years of the 1950s by Karl Wittfogel's publication of Oriental 
Despotism." Thus the concept of the Asiatic mode of production 
degenerated into little more than a political weapon. Recently how- 
ever, and especially since the translation and publication in various 
languages of Marx's Grundrisse, more serious research and debate has 
again revived among Marxist circles as well who have sought to 
vindicate the Asiatic mode of production as a scientific concept and 
to apply it in research from a historical materialist perspective (see, 
for example, Hobsbawm 196413; Godelier 1969a; CERM 1971). 

Bartra summarizes and defines: 

The  .%siatic mode of production is a system in which a very strong- 
political and economic-state power appears which is based on the 
generalized exploitation of the village communities in the territory 
dominated by the state, an exploitation u.hich works through the 
extraction of the surplus of the village production through tribute in 
kind or in labor (rarely in money). . . , The Asiatic mode of produc- 
tion should be considered as a class social formation. O r  we may 
establish that we are dealing with a transitional mode of produc- 
tion. . . . In the Asiatic mode of production there is not only a low 
general level of the productive forces, but also an internal disequilib- 
rium in their development. . . . There is a greater utilization of the 
productive force human labor than the productive force means of produc- 
tion. LVe find there a superexploitation of the labor force which com- 
pensates the underutilization of technological possibilities. . . . This is 
the disequilibrium lvhich conditions the stagnation that is characteristic 
of the Asiatic mode of production; but this is an economic historical 
phenomenon, which has a structural factor, not a natural one, at  its 
base. T h e  socio-political instrument which permits the maintenance of 
this disequilibrium is represented by the state apparatus. Under these 
conditions, the society can only reach a high level of civilization 
through the strict, despotic, organizing and centralizing control of the 
state; for when this control disappears, there is lost the possibility of 
massive superexploitation of the labor force, which is spread through 
and perfectly integrated in the village communities which constitute the 
relatively unchangeable base of the system. In that case, up to a point 
frequent in the Asiatic world, of the decline of the power of the state, 
the traditional communities again turn in upon themselves to their 

* For a non-Marxist critique, see Robert McC. Adams (1960) and Angel Palerm 
(1955). 
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isolated and self-sufficient life, without having acquired technical inno- 
vations that could permit their development. (Bartra 1969: 1 5- 1 7 )  

It was this sort of concept, sometimes lending more emphasis to the 
supposed immutability and stagnation and sometimes less emphasis 
to village life and the state system as a whole, which characterized 
much of IYestern observation of Asia from Plato to Marx. Since then 
the ,Asiatic mode has been “found” also in parts of hfrica, pre- 
Columbian -America, and the classic Mediterranean civilizations. 
These discoveries have lent increasing emphasis to the internal 
dynamic and transitional features of the mode of production, so that 
some authors now7 recommend the elimination of the regional refer- 
ence to “,%sia” (where in fact it is far from universal), and its 
replacement by “village-despotic” or some other term (Chesneaux 
1969). 

Several considerations, among them the Stalinist insistence on the 
supposed primitive-slave-feudal-capitalist historical sequence, and 
the political and Eurocentric misuse of the Marxist concept of the 
mode of production to suggest the “superiority” of European pre- 
capitalist social formations, led to the replacement of the earlier 
Marxist interpretation in terms of the concept Asiatic mode of 
production, especially in regard to India, by other theses. Soviet 
writers and Indian students associated with the Communist Party of 
India (led by S. 4. Dange) particularly have sustained the thesis of a 
feudal India: 

In the sixteenth to eighteenth centuries, feudalism in India developed 
quite rapidly. . . . LVhen the Europeans appeared in India, the feudal 
mode of production was dominant there. (Levkovsky 1966: 2) 

Some form of feudalism, somewhat different from the European, had 
developed during the rule of the Gupta dynasty. . . . i t-e have already 
noticed that the general features of feudalism explained above began to 
develop in ancient India more than 2,000 years ago. tVe have also 
indicated that the special feature of Indian feudalism was the tributary 

form; that is, unlike European serfdom, forced labour was not a general 
feature, the lord or overlord received only tributes. . . . Cnder Mus- 
lim rule, land system in India was divested of much of its primitive- 
ness, characteristic of the *lsiatic system, and developed into a type of 
feudalism, lvhich resembles, in some respects, the western classical 
form. (Sen 1962: 41, 47, 51) 
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[In the seventeenth century] the mercantile bourgeoisie were still deci- 
sively subservient to the feudal power of Indian society. , . . In short, 
the decaying feudal forces of society neither provided the basis for the 
cultural renaissance which India witnessed in this period nor could they 
maintain their hold over India for long. . . . T h e  Indian mercantile 
bourgeoisie . . . as a class could neither rise above the feudal forces of 
the country nor could they by that time have a decisively upper hand 
over the European merchants, and specially over the English Com- 
pany. (Mukherjee 1955: 111, 1 2 3 )  

A fu r ther  question is that  of the fate of “feudalism” in India .  h. I. 
Chicherov writes in the  Introduct ion t o  his India: Economic Develop- 
ment in the Sixteenth to Eighteenth Centuries: 

There are two basic trends in Soviet Indology with regard to the 
subject of the present study. The first is represented by scholars \rho 
believe in the emergence, in one form or another, of capitalist elements 
in India’s feudal economy from the 17th to the early 19th centuries. 
This thesis a a s  first advanced in Soviet historiography in the early 
1950’s by I.  hl. Reusner and taken up  by A .  M. Dyakov, V. I. Pavlov, 
E. S. Komarov, A. I .  Levkovsky and others, who gave the first 
documentary proof of the existence of embryonic capitalist relations on 
the subcontinent. . . . The  other trend is represented by scholars who 
either deny the emergence of capitalist elements or consider that these 
were so few that they can be ignored. This trend is particularly vividly 
expressed in the works of K. A .  Antonova. Recently I(. A.  .intonova’s 
views have undergone a certain evolution and are now closer to those 
held by the above-mentioned group of researchers. (Chicherov 197 1: 
11- 12)  

Chicherov’s own views are  also close t o  this group: 
Source material at our disposal enables us to speak of the emergence 
and development in some areas in India in the 17th-18th centuries of 
capitalist relations, which transformed merchant’s capital into indus- 
trial capital through the organization of capitalist domestic industry. 
(Chicherov 1971: 181) 

The  deepening of the social division of labour (the separation of handi- 
crafts from farming, of towns from the countryside, development of 
commodity-money relations) in the feudal economy presumably led to 
the emergence of rudiments of new, capitalist relations, Lvhich involved 
the hiring of wage labour for the production of surplus value. The  
emergence of these relations hvas connected with the growing demand 
on the home market and, especially, on the foreign market. The  consid- 
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erable volume of trade carried on by Europeans was only one of the factors 
that made for the development of these phenomena, which on the whole 
were linked directly with Indian and other Asian capital rather than with 
European captial. (Chicherov 197 1: 234) (Emphasis in the original) 

Nonetheless, 

a feudal structure of society, in varying degrees of development, seems 
to have prevailed in the various states of the Indian subcontinent in the 
16th-18th centuries. Their economies were based mainly on feudal 
landownership. . . . T h e  feudal mode of production had not yet 
exhausted their development potential. . , . We thus come to the 
conclusion that at the end of the 18th and the beginning of the 19th 
centuries India \vas apparently approaching the beginning of the man- 
ufacturing stage in the development of capitalism within the framework 
of her generally feudal economy. . . . A large, if not the main, part of 
the nascent bourgeois elements was most probably destroyed in the fire 
of feudal wars, anti-feudal movements and particularly, the colonial 
subjugation and plunder. (Chicherov 1971: 230, 236, 2 3 7 )  

Some Indian s tudents  extend the argument  still fur ther ,  both 
backward and hypothetically forward.  “Eminent  authorities on the  
question, like Baden-Powell and  Radha  K u m u d  Mukherjee, main- 
tain that  private property and peasant proprietorship existed i n  India 
even in t h e  Vedic  period” (Sen 1962: 37). -And V. B. Singh argues 
that: 

the direction of this change might have led Indian economy to 
capitalism had the natural evolution not been thwarted by British 
rule. , . , But the British intervention did not allow this natural pro- 
cess to grow: by creating landlordism, British rule reversed the de- 
velopment of capitalist relations of production in agriculture and intro- 
duced a semi-feudal economy. . . . My contention is that left to 
herself India (as other underdeveloped countries) would have in due 
course follolved the path of industrialisation with all its implications, 
and that the present state of underdevelopment has been imposed on 
her by imperialism. . . . Capitalism in India could have grown even if 
there had been no Plassey and no Clive. (Singh 1970: 2, 15, 8,  31) 

T h i s  is the  thesis, cur ren t  for  a long t ime among m a n y  communist  
parties, that  mercantilism, capitalism, and imperialism reinvigorated 
and  maintained feudalism in t h e  colonial world, if they did not 
introduce it outr ight ,  and  that  it  was and  is through this feudalism 
that  imperalism has imposed and  is cont inuing to impose underde-  
velopment in  these countries. 
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Serious Indian analysts of their own history are increasingly re- 
jecting all of these facile models of the Indian past and calling 
for much more detailed studies. For instance, K. S. Shelvankar re- 
calls: 

what Indian agrarian development created was thus a multiplicity of 
simultaneous and co-ordinate claims on the land. They were broadly of 
three kinds: the customary claims of the peasants in the village; the 
delegated or derivative claims of the intermediary; and the superior 
claims of the sovereign. Private property in land, as ordinarily under- 
stood, can only arise when this triple claim has been systematised and 
unified in some form or other. . . . None of the major conflict in 
Indian history had for its object the exercise of rights over the village. 
They were conflicts between overlords of various grades for the right or 
power to get payment from the peasant, not to seize his land. . . . . 
T h e  Indian conflict was one between lords who were concerned not at 
all with methods of cultivation, but only to draw income from the 
peasantry. . . . T h e  issue was always between different claimants of 
the sword. (Shelvankar 1969: 150-52) 

D. D. Kosambi also attempts to formulate a new interpretation, 
stating that “Indian feudalism differs so much from its European 
counterpart, a t  least, as regards the superficial manifestations, that 
the very existence of feudalism in India has sometimes been denied” 
(Kosambi 1969: 148), and “the question of who owns the land? could 
not be answered because ownership had totally different meanings 
under Indian feudalism and the European bourgeois or proto- 
bourgeois mode” (Kosambi 1969: 149). Shelvankar adds, “For these 
reasons-the invincible toughness of the village and the political 
importance of the bourgeoisie-the evolution of Indian economy 
was inhibited and the spontaneous emergence of a capitalist order 
was rendered impossible” (Shelvankar 1969: 154). 

Irfan Habib, for his part, goes so far as to argue that Marx and 
Engels qualified or even abandoned their earlier theory of the ,Asiatic 
mode of production in the Origin of the Family, Private Property, and 
the State, and is suspicious of recent attempts to revive the concept. 
He  ridicules those, like Dange, who sought to find feudalism in 
India as part of the supposedly universal Stalinist developmental 
schema, and still more those who see seventeenth-century India as 
containing “potentialities of capitalistic development,” which he 
terms an 
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opportunistic appraisal. What Marxist historians should first and 
foremost concentrate on is surely a study of class struggles. . . . If we 
are able to base ourselves firmly on revolutionary Marxism, and stead- 
ily carry on painstaking research work there is no reason why some day 
we should not break through the curtain of darkness imposed by 
reaction, and illumine the real history of the toiling people of India. 
(Habib 1969b: 67; see also Habib 1969a) 

Part of this curtain is lifted by Habib and Kosambi themselves and 
by others who collaborated in B. N. Ganguli, ed., Readings in Indian 
Economic History. 

3 .  India in Asia 

It was during the years of general economic depression from 1762 
to 1789 preceding the Industrial Revolution, that India's relations 
with the rest of the world were rapidly and qualitatively changed; 
and simultaneously India's internal political, economic, and social 
structure assumed a new world historical importance through its 
now crucial participation in the process of capital accumulation. 

Though the British were not the first Europeans to win a foothold in 
India, they succeeded where their \.$Testern rivals all failed. Their 
victory was due to slow and patient penetration, which bore fruit [after 
17571 only after more than a century and a half of continuous contact 
with India. Moreover, they learned from the errors of earlier Western 
arrivals, benefitting from the techniques evolved after long experience 
by the Portuguese, Dutch and French. The  British epoch of Indian 
history may be seen as the final fruition of some two and a half centuries 
of European experimentation and penetration in South Asia. Its roots 
go back to late-fifteenth-century Lisbon. (Wolpert 1965: 64) 

But successive qualitative changes in this history took place 
throughout the eighteenth century. 

T a o  major themes dominated the history of India in the first half of the 
eighteenth century: Mughal disintegration, and Anglo-French rivalry 
along the fringes of a collapsing empire. T o  Indian aspirants for the 
Mughal dominions the former seemed by far the more important. The  
outcome of the hnglo-French conflict, however, was destined to decide 
who the true successors to Mughal imperial might Lvould be. 'LZ'hile 
Marathas, Afghans, Rajputs, Mughals, and Sikhs wore each other out 
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in indecisive warfare, the European rivals were left relatively free to 
determine between themselves [and relying on rival Indian political and 
armed forces as allies] whether Britain or France would inherit an 
Indian empire. (LVolpert 1965: 7 2 )  

In relation to both internal Indian and world historical develop- 
ments during the eighteenth century, five major periods may be 
distinguished: (1) until the death in 1707 of Aurangzeb, the last of 
the great ,Moghul rulers in India (see Chapter 2 on the seventeenth 
century); ( 2 )  from 1707-1714 to 1739-1742 or 1744, beginning with 
the War of the Spanish Succession in Europe and the beginning or ac- 
celeration of Moghul disintegration in favor, particularly, of Mara- 
tha expansion in India, to the important Moghul defeat and check- 
ing of the Maratha advance by Persians in the North in 1739, the 
appointment of Dupleix to French command in the South, and the 
Anglo-French confrontation in Madras during the War of the Aus- 
trian Succession; (3) the intensified Anglo-French rivalry in the Car- 
natic and the displacement of competition northward to Bengal, 
leading to Clive’s historic victory over the Bengalis a t  the Battle of 
Plassey in 1757 and the virtual elimination of French power in India 
through the seige, capture, and destruction of their fort at Pon- 
dicherry during the Seven Years War in 1761; (4) the period from 
1757-1765 to 1793, notorious for the “rape of Bengal” and thle 
extension of British power northward and westward under the lead- 
ership of Clive and Hastings, which notably coincided with the long 
economic downswing before the Industrial Revolution in Britain-- 
including the marked decline of Brazilian gold production and largely 
preceding the late eighteenth-century recovery of Mexican silver 
production; and finally (5) the decades from 1793 to 1816-1817, 
marked by the introduction of the “permanent” zaminduri land settle- 
ment during the administration of Governor-General Cornwallis and 
the destruction of Maratha power during the administrations of th(e 
Marquis of Wellesley and Lord Hastings, which coincided with the 
period of the Napoleonic wars and the beginnings of the Industrial 
Revolution in England. (Romesh Dutt divides the last two periods a t  
1784, apparently because of the passing of Pitt’s India Act in that year 
and the departure of Hastings the year after, although the reforms 
instituted by his successor, Cornwallis, did not begin to go into effect 
until 179111793 ,) 
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Here we will briefly review the first three periods (up to 1757), 
and examine more fully the fourth period (1757/1765 to 1793). (The 
general question of European capitalist penetration in South Asia 
and the theoretical problem of the modes of production, their trans- 
formation, and the transition from feudalism to capitalism in India 
was already discussed in sections 1 and 2 of this chapter.) 

The Europeans-Portuguese, Dutch, French, English, and 
others-had traded on the outskirts of the iMoghul empire for over 
two centuries without becoming a crucial factor in the qualitative 
transformation of the existing mode of production or of Indian social 
transformation. Had it not been for the rapid internal disintegration 
of Moghul power after 1700, the European-dominated world 
capitalist development-despite its “needs” for “external” sources of 
primitive capitalist accumulation and for external markets during the 
century from 1750 to 1850-might not have made significantly 
greater inroads in India than it managed to make in China; and the 
development of capitalism would have been very different from 
what in fact it has been. 

Many regions of India had established interregional and interna- 
tional long distance trade since the fourteenth century and before 
(see Chapter 1, section 1 and Chapter 2, section 3 ) .  Bengal, Gol- 
conda, and Gujarat maintained a “favorable” balance of trade and 
imported precious metals. Bengal, beyond exporting grain and other 
products to other parts of India, maintained trade relations with 
many parts of the Far East, Southeast Asia, Africa, and the &Middle 
East, exporting cotton and silk textiles and agricultural produce. 
The Coromandel Coast also traded with these regions, exporting the 
same kind of goods as well as iron and steel products. Increasingly, 
since the sixteenth century, European traders, at first the Portuguese 
and Dutch and then the French and English, had taken over part of 
this inter-Asian trade and other external Indian trade. Sonetheless, 
“a considerable part of India’s foreign trade continued to remain in 
the hands of Indian and other *Asian merchants practically through- 
out the 18th century” (Chicherov 1971: 128-29). 

the beginning of the eighteenth century, f 8  17,000 out of a total 
of f1,852,000 of Bengali foreign trade was in European hands, much 
of it inter-Asian trade (Chicherov 1971: 130). 
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Exports to Europe . , . were exceeded by far by the volume of India's 
trade with '4sian and African countries. . . . Exports of goods to 
Europe during this period did not play a decisive role in the develop- 
ment of production in Bengal. , . . Even in Dacca, one of the biggest 
foreign trade centers, the export of cloth to Europe did not play the 
decisive role in the mid-18th century, since it accounted for only 30% of 
the total trade. (Chicherov 1971: 129-30) 

4.  The Rape of Bengal to 1793 

The original British East India Company obtained its charter on 
December 31, 1600. iZfter a century of touch-and-go rivalry with 
other merchant groups and especially with the stronger Dutch, thi: 
company was reorganized and assured a monopoly in 1702. Mean- 
while, Colbert had directed French attention to India with the 
founding of the French East India Company in 1664 and the found- 
ing of a trading post at Chandernagore in Bengal in 1688. Nonethe- 
less, French interest and activity in India remained insignificant 
until the founding of the Perpetual Company of the Indies in 1720 
and especially the appointment of Joseph Dupleix as governor at 
Chandernagore in 1732. hlthough in 1732 they had no ships at all in 
daily use, by 1742 the French company and its employees had fifteen 
or twenty ships in daily use (Sinha 1961, I: 35-36). Between 1728 
and 1740 the company's exports from India increased tenfold (G. 
Williams 1966: 107). In 1740 Dupleix moved to Pondicherry in 
Madras, and under his leadership the French accentuated their 
design to become the major European power in India. The strategji 
changed from the traditional one of trading from isolated coastal 
positions to achieving territorial control, at least along the eastern 
Carnatic coast of India and northward, taking advantage of alliances 
with some local rulers and with pretenders against others. Dupleix wals 
limited by inadequate financial support from France, because at that 
time India had far from priority claim on imperial attention. This 
attention was directed, rather, toward the Americas, which becarne 
the center of Anglo-French imperialist contention in the two wars of 
1740-1748 and 1756-1763. 
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Unlike the “private” English East India Company, the French 
company was directly controlled by the state, and hence more 
vulnerable to other state priorities and political changes. ,Moreover 
the French company was much poorer than the English one. For 
both reasons, Dupleix, after an imposing victory in the first Carnatic 
War, was obliged to cede before the British in the second one, and 
indeed was removed from command. The English East India Com- 
pany, backed by the British fleet, thus gained a “decisive victory 
. . . over its French rival [and] the treaty of 1754 between the two 
companies . . . dealt a mortal blow to the French Power in India” 
(Mukherjee 1955: 78). U’hat remained of the French position in India 
was dealt the coup de grace by the British capture of Pondicherry in 
1761 during the Seven Years War, again relying on superior naval 
power. Nonetheless, James lMill wvould later write in his History of 
British India: 

the Europeans in India, who hitherto had crouched at the feet of the 
meanest of the petty governors of a district, were astonished at the 
progress of the French, who now seemed to preside over the whole 
region of the Deccan. L\ letter to Dupleix, from a friend in the camp of 
Salabat Jung, affirmed that in a little time the Mogul on his throne 
would tremble at the name of Dupleix; and however presumptuous this 
prophecy might appear, little was wanting to secure its fulfillment. 
(Quoted in Mukherjee 1955: 7 5 )  

British policy in India began to change at mid-century, perhaps 
encouraged at first by French pretensions under the leadership of 
Dupleix, and then impelled by its own logic with the defeat by 
Robert Clive of Bengali resistance a t  the Battle of Plassey in 1757. 
hfter Clive returned from England in 1765, he organized and di- 
rected British policy in India. Increasingly, military conquest and 
political power became the handmaiden and indeed the basis of 
commercial policy. Successive regions and peoples were brought 
under military, political, and economic control. During the rest of 
the eighteenth century and before the Industrial Revolution, India 
was transformed from the net importer of European capital (through 
the bullion settlement of its export surplus) that it had been for 
centuries, into a net exporter of capital to Europe. This completely 
reversed the essential basis of English trade with India, a reversal 
that continued during the nineteenth and twentieth centuries, by 
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transforming India from the manufacturing exporter that it had been 
for centuries, into a market for the developing industries of Euro- 
pean capitalism. After Europe had been obliged for two centuries to 
pay for Indian exports with bullion extracted from the Americas and 
the earnings on service account from inter-Asian trade, 

the situation underwent a qualitative change after the Company cap- 
tured Bengal, and eventually the whole of India. Henceforth, “methods 
of power could be increasingly used to weigh the balance of exchange 
and secure the maximum goods for the minimum payment.”. . . T h e  
Company was now “able to throu. the sword into the scales to secure 
a bargain which abandoned all pretence of equality of exchange.” The 
policy of the Company lvas established to extract from the Indian 
producers as much as possible, and to give them in return virtually 
nothing or so meagre a remuneration that they ultimately became 
unable to maintain even the reproductive rate of the economy. This 
decision of the Company, pursued with unwavering resolution, was 
first put into practice in Bengal after 1757, and in the course of time 
it spread all over India with the subjugation of her territory, directly 
or indirectly, by the Company. (Mukherjee 1955: 171,  quoting Dutt) 

The British government became alarmed at the recklessness of the 
company’s exploitative activities and took measures, especially after 
1793, to safeguard at least that part of the reproductive capacity of 
the Indian economy which was essential to world capitalist de-. 
velopment. Thus the official Shore inquiry of 1789 reports that., 
compared with the earlier trade pattern, “from the year 1765 the 
reverse has taken place. The Company’s trade produces no equiva- 
lent returns. Specie is rarely imported by foreign companies, nor 
brought into Bengal from other parts of Hindustan in any consider-. 
able quantities” (quoted in Dutt 1970, I: 58). On the contrary. 
according to Sinha, “import of bullion almost entirely ceased no1 
long after the battle of Plassey and export of bullion for aiding [the 
conquest ofl other Presidencies and for helping China trade began 
almost systematically” (Sinha 1961, I: 14). 

Again, the Select Committee’s S in th  Report in 1783 observed: 

when an account is taken of the intercourse, for it is not commerce, 
which is carried on between Bengal and England, the pernicious effects 
of the system of investments from revenue will appear in the strongest 
point of view. In that view, the whole exported produce of the country, 
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so far as the Company is concerned, is not exchanged in the course of 
barter, but it is taken away without any return or payment whatever. 
(Quoted in Dutt 1970, I: 46) 

One of Clive’s lieutenants, Scrafton, had already reported in 1763 
that the company and its servants “have been enabled to carry the 
whole trade of India (China excepted) for three years together, 
without sending out one ounce of bullion” (quoted in Mukherjee 
1955: 194). Nor did the British pay for Indian goods with their own 
merchandize during this period, as is evident from the import and 
export figures quoted below. 

It must again be emphasized that this new (or, for the history of 
world capital accumulation, renewed) reliance on the sword to tilt 
the balance of “exchange” in Europe’s favor-permitting the whole 
trade of India to be carried on without an ounce of bullion-was 
inaugurated precisely at the moment when the Brazilian source of 
British gold alarmingly dried up after 1760, and before the economic 
depression and other factors encouraged the renewed increase in the 
supply of silver from iliIexico (beginning about 1775 but accelerating 
only during the 1780s and particularly between 1790 and 1810). 
Moreover, while the French Caribbean and France still enjoyed their 
greatest prosperity in the 1760s, the English Caribbean and the 
English economy already suffered hard times, which were only to be 
exacerbated by the nonimportation policy and the subsequent 
American War of Independence in the 1770s. In this context, both 
the novel Indian balance of trade and the associated “drain” of capital 
from India to England (to be examined below) assumed a very 
special importance. 

In 1765 the de jure but hardly de facto emperor in Delhi granted 
the “dewani” or political administration of Bengal to the East India 
Company. This initiated the total political, economic, and social 
transformation of the countryside, first in Bengal which had been 
the granary of adjacent parts of India, and then increasingly in other 
regions. The instruments and process of this transformation were 
recorded by innumerable contemporary commissions of inquiry and 
in the statements of the very British governors themselLes who were 
sent out to “remedy” the misdeeds of their predecessors. Clive’s 
successor as governor of Bengal from 1761 to 1770, Harry Verelst, 
writing of his ow7n administration, recalled in 1772: 
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In the provinces of Brudwan and Midnapur, of which the property and 
jurisdiction were ceded to the Company by Mir Kasim in the year 
1760, . , . a plan was adopted in 1762 productive of certain ruin to the 
province. The  lands were let by public auction for the short term of 
three years. R/Ien without fortune or character became bidders at the 
sale; and while some of the former farmers, unwilling to relinquish 
their habitations, exceeded perhaps the real value in their offers [of 
revenue to keep their own lands], those who had nothing to lose 
advanced yet further, wishing at all events to obtain an immediate 
possession. T h e  numberless harpies were let loose to plunder, whom 
the spoil of a miserable people enabled to complete their first year’s 
payment. (Quoted in Dutt 1970, I: 29) 

Philip Francis, a member of the council of the governor-general, 
writing in 1776, added: 

The  greater part of the Zemindars [hereditary landlords] were ruined 
and dispossessed of the management of their lands, and there were few 
people of rank and family left, or of those who had formerly held high 
employments, such as there were, looked for large profits, which the 
country could not afford them and pay the rents also. People of lower 
rank were therefore of necessity employed at  Amils or collectors [of 
rent] on the part of the Government. These people executed a contract 
for a stipulated sum for the district to which they were appointed, and 
in effect they may be considered as farmers of revenue. They then 
proceeded from the Sudder, or seat of government, to the districts, to 
settle with the Zemindars or tenants for the revenue they had engaged 
to pay. (Quoted in Dutt 1970, I: 40) 

Dutt continues: 

In 1777 the five years’ settlement made in 1772 came to an end. T h e  
auction system was somewhat modified, and preference was now given 
to hereditary Zemindars [instead of new British-created ones]. But the 
harshness of the system was greatly exaggerated when it was declared 
that the estates would be let, not for five years, but annually. Lands 
were thus let annually to Zemindars in 1778, 1779, and 1780. The  
country groaned under this economic tyranny; the revenues failed once 
more. ~ . . All the great Zemindars of Bengal, all the ancient landed 
families, suffered under this system of annual settlement, frequent 
enhancements, and harsh methods of realisation, such as they had never 
known before. Descendants of old houses found their estates pass into 
the hands of money lenders and speculators from Calcutta. (Dutt 1970, 
I: 41) 

The peasants and artisans who produced the commodities that, 
through this expedient, were converted into further primitive ac- 
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cumulation, no longer in India, but now in Britain, suffered still 
more. The  same Select Committee’s Ninth Report in 1783 stated: 
“Notwithstanding the [resulting] famine in 1770, which wasted 
Bengal in a manner dreadful beyond all example, the Investment 
[purchase of Indian goods by British merchants], by a variety of 
successive expedients, many of them of the most dangerous nature 
and tendency, was forcibly kept up . . .” (quoted in Dutt 1970, I: 
46). 

In 1773  the British Parliament passed a Regulating Act and desig- 
nated Hastings to remedy the settlements of his predecessors. Thus 
Hastings, who had become governor of Bengel in 1773,  became 
governor-general responsible to the British parliament in 1774. Yet 
even he, referring to his predecessor’s administration, had written in 
1772: 

Sotwithstanding the loss of at  least a third of the inhabitants of the 
province, and the consequent decrease of the cultivation [due to the 
famine of 1770-17721, the net collections of the year 1771 exceeded 
even those of 1768.  . . . It  was naturally to be expected that the 
diminution of the revenue should have kept an equal pace with the 
other consequences of so great a calamity. That it did not was owing to 
its being violently kept up to its former standard. (Hastings, quoted in 
Dutt 1970, I: 35-36) 

The  results of Warren Hastings’ administration have been 
observed above, and he himself had to be removed (and later im- 
peached by parliament) as the Indian economy’s reproductive capac- 
ity was increasingly damaged and Britain became increasingly 
alarmed. Parliament passed Pitt’s India Bill in 1784 and placed the 
company under the control of the Crown. In 1785 Hastings was 
replaced by Cornwallis, who was charged with the mission of 
finding ways and means to put the house in order. By 1790, 
Cornwallis was able to report: 

Twenty years have been employed in collecting information. . . . Like 
our predecessors, we set out with seeking for new information, and we 
have not been three years in collecting it. Voluminous reports have 
been transmitted. . . . The consequences of the heavy drain of wealth 
from the above causes, with the addition of that which has been 
occasioned by the remittance of the prilate fortunes, ha\e been for 
many years past, and are now, severely felt, by the diminution of the 
current specie, and by the langour which has thereby been thrown 
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upon the cultivation and the general commerce of the country. . . . 
very material alteration in the principles of our system of management 
has therefore become indispensably necessary, in order to restore this 
country to a state of prosperity, and to enable it to continue to be a solid 
support to the British interests and power in this part of the 
world. . . . We are, therefore, called upon to endeavour, to remedy 
evils by which the public interests are essentially injured, and by 
granting perpetual leases of the lands at  a fixed assessment we shall 
render our subjects the happiest people in India. (Lord Cornwallis’ 
Minute, dated February 5 ,  1790, quoted in Dutt 1970, I: 62) 

In Bengal, Bihar, and Orissa the decennial zamindari land settle- 
ments had by 1789-1790 provisionally replaced the no longer ac- 
ceptable former short-term settlements. As a result of the recom- 
mendations of Cornwallis and others, these decennial land settle- 
ments were converted by Cornwallis’ proclamation of March 2;! ,  
1793, into the ever since famous, or rather infamous, “Permanent 
Settlement” land grants and revenue rates to zamindaris in these and 
later some other regions of India. It should be observed, however, 
that “British interests” after 1793 were no longer precisely those that 
they had been during the drive for primitive accumulation that had 
characterized the previous three depressive decades; instead they 
came to reflect the economic expansion that began in 1790, the 
Industrial Revolution and its bourgeoisie, and the immediate war- 
time needs and dangers of the Napoleonic Wars, when Napolean 
sought to recover India from the British. 

J. The Tran$ormation of Agriculture, 
I7J7-1793 

It may be useful to review this rapid succession of land and labor 
systems again from another perspective. Like the Spaniards before 
them in sixteenth-century Mexico and Peru, the Dutch in 
eighteenth- and nineteenth-century Indonesia, the European colonial 
powers in Africa in the nineteenth and twentieth centuries, and even 
the Latin Americans themselves who were bent on “liberal” reforms 
in the nineteenth century, the British in India,’ and especially i n  
Bengal, initiated a succession of institutional disasters, each con- 
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sciously designed to remedy the faults of the last, and each-driven 
down the well-known path to hell, paved with good intentions, and 
impelled by the economic imperative of surplus extraction-more 
disastrous than its predecessor. 

For the first sixteen months after July 1757, following the military 
victory at Plassey, the East India Company, with Frankland in 
charge, collected the land revenue itself. But this system proved 
impossible to administer effectively, and anyway as a former acting 
governor of the company in Calcutta, J. Z. Holwell remarked, “keep- 
ing the lands in our hands will never lead us to knowledge of their real 
value.” Therefore, he suggested, the lands should be put up to public 
auction; and in 1759 they were. As a result, the old zamindaris and 
many of their subordinate farmers were displaced by the essentially 
speculative tax farmers. Holwell himself became one of them. The 
increased payments by the peasants and the widespread abuses by the 
new zamindaris led to immediate complaints. Accordingly, the 1760 
treaty under which the East India Company acquired Burdwan, 
Midnapore, and Chittagong from A/Iir Quasim included a provision to 
the effect that the company “shall continue the [existing] zamindaris 
and renters in their places.” But the high payments demanded by Mir 
Quasim and, for instance, Verelst as chief in Chittagong, ruined 
many zamindaris, old and new, who went into arrears in their pay- 
ments and had to relinquish the farms. Other “men of substance and 
character,” as Verelst called them, were loath to take their place, so, 
when Verelst was appointed resident in Burdwan in 1765, he 
abolished the public sale of lands and offered assurances to the new 
revenue farmers that they would not be similarly displaced. Then “a 
torrent of corruption in land-revenue administration swept away all 
existing barriers.” The system became “embarrassed and confused”; 
Verelst as governor decided to put an end to the “state of power 
without control, of knowledge without participation, and of influence 
without any effective counteraction” (Sinha 1968, 11: 2 1-45). 

The results were, as Verelst himself remarked in 1772, “produc- 
tive of certain ruin to the province” and led to the famine of 1770. 
More than a third of the population died and a third of the land was 
returned to jungle. Social life was disorganized and lawlessness 
became widespread. Warren Hastings, reared in India, was ap- 
pointed governor to remedy the situation. He  would later write: 
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“My everlasting theme of the Famine (as the gentlemen are pleased 
to call it) I must continue to insist on as an event the effect of which 
must still be felt for many years” (quoted in Sinha 1968, 11: 65), and 
on which Hastings himself was pleased to blame the failure of his 
own remedy: “I lengthened the period of the leases which before was 
annual to five years. This was considered by many as a bold innova- 
tion” (quoted in Sinha 1968, 11: 71). 

This “bold innovation” turned out to be still more disastrous, 
inasmuch as it extended the overa~sessments from one to five years, 
precisely at the time that the famine-“an event the effect of whiclh 
must still be felt for many years”-reduced the ability to produce 
and to pay. The collector soon commented: “It is amazing how fast 
they run into arrears.” Accordingly in 1776, the hmini Commission 
was set up and charged to inquire into land values, farm accounts, 
and especially into ways of protecting the ryots or peasants. After the 
commission’s report and the issue of a plan by Philip Francis, Hast- 
ings himself had second thoughts, with the result that all the previ- 
ously let farms were recalled on April 13, 1777. Henceforth, the 
zamindari system was restored; and many of the old zamindaris were 
reinstated. L4ccording to Hastings, he sought “to remove ever,y 
interference and embarassment from the present system of control tlo 
afford every relief and ease both to the ryots and the zamindars. , , 

conformable to the constitution of the country. , . for the settle- 
ment of a fixed revenue during the lives of the actual incumbents.” 
Although it was claimed (again) that the “new” system “led to a more 
correct estimate of the value of the lands,” Hastings himself was 
obliged, on February 8, 1780, to admit that the revenue demanded 
was “exceeding the abilities of the zamindars in many parts.” But far 
from being let for life, the farms were again let annually, though 
with certain options for renewal, both in theory and in practice, but 
not enough to induce any long-term investments on the land. 

In any event, as we observed above, the debacle continued and 
grew worse. Hastings was removed and impeached. In 1784 Pitt’s 
India Act was passed to transfer control increasingly to the Crown, 
and the East India Company was enjoined “to enquire into the 
alleged grievances of the landholders and if founded in truth to 
afford them redress and to establish permanent rules for the settle- 
ment and collection of the revenue and for administration of justice 
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founded in the ancient laws and local useages of the country” (Sinha 
1968, 11: 147). In 1786 Cornwallis arrived to take charge and to 
implement this “new” policy. hfter the extensive inquiries of 1786 to 
1789, the annual settlements were commuted to decennial settle- 
ments in 1789 and 1790; and after the opposition to increasing 
permanency had been overcome or overridden the settlements were 
made “permanent” in 1793. Cornwallis wrote: 

Twenty years have been employed in collecting information. . . , Like 
our precedessors, we set out \I ith seeking for neu information [about] 
. . . the diminution of the current specie, and . . . the languor \vhich 
has . . . been thrown upon the cultivation and the general commerce of 
the country. . . . .% very material alteration in the principles of our 
system of management has therefore become indispensably necessary, 
in order to restore this country to a state of prosperity, and to enable it 
to continue to be a support of the British interests and p o ~ e r  in this 
part of the world. (Cornwallis, quoted in Dutt 1970, I: 6 2 )  

Cornwallis’ Permanent Settlement became the pattern and model of 
British administration in large parts of India during the nineteenth 
century, and it did indeed support British interests and power in 
that part of the world; but far from restoring India to prosperity, this 
settlement-even more so than those of Cornwallis’ predecessors- 
plunged India into yet deeper misery and made it permanent. 

6 .  Trade and Manufactures 

The political administration of the sword also changed the balance 
of exchange in inland trade. The purchases of the East India Com- 
pany for ultimate shipment abroad were called “investments.” These 
were made in principle by the company itself, in practice more 
frequently by its ‘‘servants’’ on their own private account, and were 
effected initially through paid Indian agents, or gomastas, under the 
supervision of the company’s servants. The enrichment of the com- 
pany’s servants, to the detriment and near bankruptcy of the com- 
pany itself, led to the increasing displacement of the Indian agents 
by the company, and to the (largely unsuccessful) attempt to control 
the activities of the company’s servants, The “payment” for these 
“investments” was the forced “sale” of other commodities. 
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Some consequences for Indians in general and Indian merchants 
in particular were recorded by contemporary Indian and British 
officials. The Bengali puppet ruler, Mir Quasim, complained of the 
new gomastas as early as 1762. 

From the factory of Calcutta to Cossim Bazar, Patna, and Dacca, all the 
English chiefs, with their Gomastahs, officers, and agents, in every 
district of the government, act as Collectors, Renters, Zemindars, and 
Tealookdars [estate holders], and setting up the Company’s colours, 
allow no power to my officers. In every pargana, every village and 
every factory they buy and sell salt, betelnut, ghee, rice, straw, bam- 
boos, fish, gunnies, ginger, sugar, tobacco, opium and many other 
things. They forcibly take away the goods and commodities of the ryots 
[small farmers] and merchants for a fourth part of their value. , . . 
they oblige the ryots to give five rupees for goods which are worth but 
one rupee. And every man with a Company’s Dustuck in his hand 
regards himself as not less than the Company . . . . they expose my 
government to scorn and are the greatest detriment to me. (Quoted in 
Mukherjee 1955: 174, 177 and Sinha 1961, I :  79) 

Also in 1762, one Sergeant Brego reported: 

.L\ gentleman sends a Gomastah here to buy and sell; he immediately 
looks upon himself as sufficient to force every inhabitant hither to buy 
his goods or sell him theirs; and on refusal (in the case of non-capacity) a 
flogging or confinement immediately ensures. This is not sufficient 
even when willing, but a second force is made use of, which is to 
engross the different branches of trade to themselves, and not to suffer 
any person buy or sell the articles they trade in; and if the country 
people do it, then a repetition of their authority is put in practice; and 
again, what things they do purchase, they think the least they can do is 
to take them for a considerable deal less than another merchant, and 
oftentimes refuse paying that; and my interfering occasions an im- 
mediate complaint. These, and many other oppressions more than can 
be related, which are daily used by the Bengal Gomastahs, is the reason 
that this place is growing destitute of inhabitants; every day numbers 
leave the town to seek a residence more safe, and the very markets, 
which before afforded plenty, do hardly now produce anything of use. 
(Quoted in Mukherjee 1955: 175) 

‘The English merchant, William Bolts, himself confirmed in 1772: 

Inconceivable oppressions and hardships have been practised towards 
the poor manufacturers and workmen of the Country, who are, in fact, 
monopolized by the Company as so many slaves. . . . Various and 
innumerable are the methods of oppressing the poor weavers, which are 
duly practised by the Company’s agents and gomastas in the country; 



1 5 8 Andre Gunder Frank 

such as fines, imprisonments, floggings, forcing bonds from them, etc., 
by which the number of weavers in the country has been greatly 
decreased. . . . In this situation of things, as the trade of the Company 
increased, and with the inland trade of individuals also in a much 
greater proportion, those evils, which at  first were scarcely felt, became 
at  last universal throughout the Bengal provinces; and it may with truth 
be now said, that the whole inland trade of the country, as at present 
conducted, and that of the Company’s investment for Europe in a 
peculiar degree, has been one continued scene of oppression; the bane- 
ful effects of which are severely felt by every weaver and manufacturer 
in the country, every article produced being made a monopoly; in 
which the English, M ith their banyans [Indian agents] and blackgomas- 
tux, arbitrarily decide what quantities of good each manufacturer shall 
deliver, and theprices he shall receive for them. (Quoted in Mukherjee 
1955: 172) (Emphasis in the original) 

The cotton growers, spinners, weavers, silk growers and winders, 
etc. were also affected by other economic changes and circum- 
stances. The Proceedings of the Bengal Board of Trade for January 
3 ,  1776, noted: “The Dacca fabric for these six or seven years past 
has been upon the decline as to quality, great part whereof may be 
attributed to the ravages of the famine in 1770 carrying away great 
numbers of the best spinners and ryots who cultivated the cotton 
plant. The loss is not yet recovered nor will it for many years to 
come” (quoted in Sinha 1961, I: 160). Accordingly the price of 
cotton thread and goods rose considerably. The war in America 
further increased the demand for Indian cotton, and during the years 
1785- 1789 European demand for the products of Indian spinners 
and weavers was again high, despite depressed economic conditions. 
It could perhaps be argued that since much of the European demand 
was for goods that would b e  re-exported, the depressed economic 
conditions were themselves in part responsible for the sustained high 
demand. In certain respects, these circumstances temporarily fa- 
vored the Indian producers, since they were able to command higher 
prices. But the company paid the weavers 20-30 percent below 
market price (Sinha 1961, I: 229, and the weavers tried to sell to 
other foreign merchants. In 1786, the Board of Trade noted that 
“nothing can be done with the weavers without that they are paid a 
price more equal to their labour than they receive at present” (quoted 
in Sinha 1961, I: 163). But beyond paying them the market price, let 
alone their real value, there still remained another possibility. That 
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same year the company/government issued a consolidated list of 
twenty-one regulations, including Regulation XI, stating: “Upon 
any weaver failing to deliver cloth according to the stated period 
agreed upon, the Company’s Agent shall be at liberty to place peons 
upon them and keep them under restraint,” and Regulation XII, 
stating: 

If any weaver in the Company’s service shall be convicted of selling 
cloth either by himself, any of his family, journeyman or by any agent, 
to any other merchants or dealers whatever, whilst he is deficient in his 
deliveries according to the stated periods of his agreement with the 
Company, such offenders shall be punished in a regular process on 
conviction in the judicial court. (Quoted in Sinha 1961, I: 164) 

The impartiality of the judicial court may be left to the imagination! 

7 .  Private “Investments” in 
India and China 

The policy of Clive, Hastings, and their subordinate “servants” of 
the East India Company was “Money! Money! and no time be lost” 
(Memoirs o f s i r  Philip Francis, quoted in Sinha 1961, I: 221).  Clive, 
who had left England a poor man, amassed a private fortune, though 
he would later tell parliament, “at this moment I stand astonished at 
my own moderation.” Whatever that may have been, Clive himself 
reported that “fortunes of f100,OOO have been obtained in two years” 
by others. As for himself, he testified: 

I never sought to conceal it, but declared publicly in my letters to the 
Secret Committee of the India Directors that the Nabob’s generosity 
had made my fortune easy. , . What pretence could the Company 
have to expect, that I after having risked my life so often in their 
service, should deny myself the only opportunity ever offered of ac- 
quiring a fortune. (Quoted in Mukherjee 1955: 191-92) 

Wolpert recalls, 

Clive set the tone for his subordinates, giving them a target at  which to 
aim. T h e  young apprentice or writer who joined the Company for the 
passage east received a salary so small it would hardly pay for the 
clothes he wore, yet each man knew that if he played the game wisely 



160 Andre Gunder Frank 

once in Bengal, using his influence and opportunities for the purpose of 
private trade rather than Company service, he could earn a for- 
tune. . . . For the young men of England after 1760 the universal cry 
of ambition was “Go East.” (Wolpert 1965: 76-77) 

We may ask with Sinha: “How did the servants of the English 
Company send their wealth to Europe in the sixties and seventies of 
the eighteenth century” (Sinha 1961, I: 234)? After examining the 
commercial correspondence of these merchants, he summarizes: 
“thus Canton, Bencoolen, Calcutta, Bombay, Jedda, *Mocha, 
Aleppo, Basra, Cairo, and even Madeira-every British trade 
outpost-helped Barwell and many others in sending their wealth 
amassed in Bengla to England. The French, the Dutch and the 
Danes were also helpful” (Sinha 1961, I: 235-36). h l l  undertook the 
tasks of taking the goods on consignment and negotiating the bills of 
exchange of the company’s “servants” who could not employ the 
company’s official channels to remit their private fortunes home 
(Sinha 1961, I: 233-36). 

Particularly important as an intermediary-a role that portended 
its destiny in the nineteenth century-was China and its port of 
Canton. 

The practice of sending silver from Bengal to China commenced as 
early as 17.57 [the date of the Battle of Plassey]. . . . So long as 
clandestine opium trade with China could not be fully organized bul- 
lion poured into China from Bengal in the sixties at the rate of about 
twenty-four lukh [one lukh = 100,000 rupees] a year, in the rarly 
seventies about twenty lukhs a year. In the 1790s it became perhaps 
unnecessary to send bullion for the purchase of tea in China. (Sinha 
1961, I: 2 3 3 )  

China resembled India in one respect: it did not wish nor require 
European manufactures in payment for the goods, principally tea, 
that the European sought to acquire there. In 1793 the Chinese 
emperor, Ch’ien Lung, would write to King George I11 in England, 
through the English ambassador who had been sent there to “open” 
China: “As your Ambassador can see for himself, we possess all 
things. I set no value on objects strange or ingenious, and have no 
use for your country’s manufactures. . . , there was therefore no 
need to import the manufactures of outside barbarians in exchange 
for our own produce” (quoted in Schurmann and Schell 1967, I: 
108-9). However, there was one very important difference between 
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China and India after 1757: the Chinese emperor remained in politi- 
cal authority and, far from permitting European inland trade, let 
alone political administration, restricted foreign traders to regulated 
exchange at Canton, The emperor’s boast was not strictly correct, 
since there was in China a demand for Indian raw cotton, as well as 
for a variety of luxuries from Southeast Asia. But the supply that tht: 
British and other Europeans could offer of these was far less than 
their demand for Chinese tea, which consequently they were obliged 
to pay for in silver. 

After 1760 the exigencies of remitting private fortunes from Ben- 
gal and later from other regions of India back to Britain required 
the swift development of an intermediary entrepot and the supply of 
merchandize that could suitably serve as the physical vehicle of 
remittance. A4ccordingly, the private traders who engaged in this 
important mission first appeared in Canton in the 1760s (Fairbank 
1969: 60). John Fairbank explains (albeit with a perspective as seen 
from China): 

The  most powerful economic factor at Canton was the need for cargoes 
to sell to China. Something more than British woollens was required in 
the tropical climate of Canton to balance the mounting exports of tea 
and silk. T h e  Company’s tea shipments out of Canton rose from 
2,626,000 lbs. (worth f831,OOO) in 1761 to 23,300,000 Ibs. (worth 
f3,665,000) in 1800. Here the so-called “country” trade (the trade 
between India and China) entered the scene as the necessary link in the 
triangular commerce between India, China, and England. This country 
trade was conducted by private individuals who were licensed by the 
East India Company in India and remained under its control in the Far 
East. It represented the final entrance of the British flag into the 
native-carrying trade in South East Asia. , . . Until 1823 raw cotton 
from India was the largest staple import. . , . To avoid dependence on 
the British Company’s rate for bills of exchange on London, the British 
private traders bought bills of exchange from .4merican merchants. 
With these they could remit funds from Canton to London more 
advantageously than could be done from Bombay. These operations 
helped funnel the profits of India through Canton to England. . . . 
Ships avoided British restrictions when necessary by sailing under 
Danish or Portuguese colors. . . . As the next step in the disruption of 
the old Canton system, the ingenuity and energy of these newcomers 
on the Chinese scene became focussed upon importing opium. This  
grew into a tide which could not be checked. T h e  origin of the drug 
traffic lay first of all in the Chinese demand for opium , . . [but] the 
most obvious economic reasons for its importation has been noted 
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above, namely, the constant pressure to balance the Canton tea trade. 
Indian raw cotton had at first served this purpose equally well, but . , . 
the production of opium in India had become a great vested interest 
[first of the private traders who required a means to remit their Indian 
earnings, and then] on which the government had come to rely for 
revenue. . . . There were two general types of opium, grown in 
eastern and u’estern areas of northern India, respectively. The chief 
type grown in Bengal was called Patna . . . [the other] opium was 
called Malwa [and was shipped through Bombay] . . . . Silver inevit- 
ably moved out [of China] as opium moved in. (Fairbank 1969: 59-64, 
7 5 )  

Although the tide of opium trading would not sweep over China, 
causing and benefiting from the Opium W’ars, until the mid 
nineteenth century, the requirements of British merchants in India 
and China thus already initiated the flow of opium in the period 
under review. The shipment of Indian opium to Canton increased 
from 800 chests in 1770 to 3,000 in 1775, and 7,800 in 1795 (Deveze 
1970: 123-24). The number of British flagships (often Indian-built) 
plying the trade to China, mostly from or via India, was 3 3  in the 
period 1764-1773, 94 in 1774-1783, and 217 in 1784-1793 (Deveze 
1970: 161-62). Other European shipping also participated in this 
growing trade. Both their own trade and the competition from 
others then encouraged the British to seek intermediate bases on the 
route from India to Southeast Asia. The British desire for such bases 
in Southeast .Asia became one of the factors that caused the Xnglo- 
Dutch conflict in Indonesia and the capture of Dutch Batavia by the 
British Sir Thomas Stamford Raffles during the period of the 
Napoleonic Wars. 

8. The Drain from Bengal 

It remains to inquire how much these methods of primitive ac- 
cumulation, so reminiscent of those the Spaniards had already em- 
ployed two centuries earlier after their conquest of L4merica, cost 
India and contributed to the accumulation of capital elsewhere. 
Opinions are widely different, of course. Moreover, as in all cases of 
oppression and exploitation, one may make a distinction between the 
costs-economic, social, political, cultural, and psychic-to those 
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who suffer, and the (no doubt) much smaller contribution to those 
who benefit. Furthermore, in restricting our assessment of the pro- 
cess of capital accumulation to the period up to 1793, it is necessary 
to recall that part of the so-called drain from India was, as we havie 
observed, effected indirectly via China and other places. Perhaps 
more important still, we confront the almost impossible task of 
estimating the delay in the drain from Bengal, since a substantial 
part of the capital raised there by the British was first employed in 
financing their subsequent conquests elsewhere in India, and then 
successively served to promote other colonizing enterprises. A4s 
Seh ru  recalled, “India had to bear the cost of her own conquest,” as 
have so many other parts of the colonial world as well. Moreover, 
many, if not all, of them had to bear the costs of each others’ 
conquests by their common colonizers, as we shall see in an analysis 
of the “informal” “imperialism of free trade” in the nineteenth cen- 
tury (Frank 1978; 1976). 

As for the intercourse between Britain and India-recall that the 
Select Committee Report for 1783 said it could not rightly be called 
commerce-the tonnage of the East India Company’s shipping to 
India increased as follows: 1765-1771: 6,185 tons, 1772-1777: 8,385 
tons, 1778-1784: 10,489 tons, 1785-1791: 8,058 tons, and 1792- 
1798: 15,246 tons (Deveze 1970: 163). But the “balance” of imports 
and exports-at the prices established by the British!-was i n  
1772-1778 an annual average of British exports of 2512,000 and 
British imports of f 3 . 1  million through the East India Company, of 
which about half came directly from India and half (in part indi- 
rectly from India) from China. In the period 1792- 1798, these totals 
rose to f1.5 million exports and 25.9 million imports annually; and 
of the latter f3 .1 million came from India and 22.8 million from 
China. Already in the former period, French trade had fallen to no 
more than one-fifth of the British company’s total (Devtze 1970: 
134-3 8). Before Britain’s “traditional” practice of buying textiles 
from India for re-export and resale elsewhere was replaced by the 
policy of selling textiles to India (a policy associated with the “take- 
off” into the Industrial Revolution after 1790), the balance of trade 
between England and India was consistently and indeed increasingly 
in India’s favor. In other words, India exported far more than she 
received, as is indicated in the accompanying table. 
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Table 4.1 
Anglo-Indian Trade, 1766-18OJ 
(in thousandr of poundr sterling) 

Indian imports from Britain Indian exports to Britain 

1766- 177 1 
1772-1777 
1778- 1784 
1785-1 791 
1792- 1798 
1799- 1805 

3 99 
392 
363 
49 3 
670 

1,586 

1,562 
2,149 
1,826 
1,765 
3,109 
2,770 

SOURCE: Deveze 1970: 163. 

The methods of calculation of the drain from India during this 
period and the estimates of the size of the drain vary widely. For the 
first years after Plassey, Ramkrishna ,Mukherjee estimates: 

even taking the f5,940,498 (thus obtained in all in the eight years after 
the Company captured power) as the total sum looted from the Subah 
of Bengla, for no account is available in figures of the direct plunder of 
the people-the peasants, artisans and traders-it represented more 
than four times the revenue collection of the Sawab in the year 1765-6, 
uhen  f1,470,000 were so collected. Such was the magnitude of this 
colossal plunder. (klukherjee 1955: 193) 

For the years 1766, 1767, and 1768, the governor of Bengal, Harry 
Verelst, computed f6,311,250 exports as against only f624,375 im- 
ports (Dutt 1970: 31). For the period 1765-1766 to 1770-1771, the 
gross collection in Bengal was over f20 million, of which about f 7  
million were spent in tribute to Indian rulers and commission, etc. to 
agents (some of which, however, ultimately was also exported), and 
f 9  million were devoted to various civil and military expenditures, 
which, however, were in the nature of an investment that would 
permit the generation of future earnings. The remaining 24 million 
were immediately remitted abroad (Mukherjee 1955: 196). The al- 
ready quoted Select Committee’s Ninth Report of 17 8 3, after refer- 
ring to the famine of 1770 goes on: 
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The  goods from Bengal, purchased from the territorial revenues, from 
the sale of European goods, and from the produce of the monopolies 
. . . were never less than a million sterling [annually], and com- 
monly nearer f1,200,000. This million is the loaest value of the goods 
sent to Europe, for which no satisfaction is made. About f100,OOO a 
year is also remitted from Bengal on the Company’s account to China, 
and the whole of the product of that money flows into the direct trade 
from China to Europe. Besides this, Bengal sends a regular supply in 
time of peace to those Presidencies [elsewhere in India] which are 
[still] unequal to their own establishment. (Quoted in Dutt 1970, I: 46) 

Those presidencies, “unequal to their own establishment,” were thc 
more recently conquered regions, where revenues from Bengal 
served to pay for British domination until these regions could pay 
their own way. For this early period as a whole (from 1757 to 1780). 
the Indian historians Majumdar, Raychaudhuri, and Datta in their 
Advanced History of Zndia estimate a total drain of f38  million (cited in 
Deveze 1970: 160). 

For the period around 1780, Sinha (1961, I: 231) estimates an 
annual drain of approximately f16 million from Bengal. James 
Grant, writing in his Analysis of the Finances of Bengal in 1786. 
estimated a rate of annual drain on account of the British East Indial 
Company’s investment alone of f 1 0  million, and, including that for 
the China trade of about f2 million and that of other European 
companies and mercantile adventurers of f 6  million, a total drain or 
f18 million a year (cited in Sinha 1961, I: 232, 236). Holden Furber 
after studying English, French, Dutch, and Danish language in- 
voices and bills for the period 1783-1792, and constructing his 
calculation on a different base than Grant, estimated an annual 
average drain from India as a whole also of f18  million (cited in 
Sinha 1961, I: 236). 

For the entire period from 1757 to 1815, William Digby writes iri 
his “Prosperous” British India, a Revelation from Ofjcial Records, firsi: 
published in 1901: 

U’hat was the extent of the wealth thus wrung from the East Indies? No 
one has been able to reckon adequately, as no one has been in a posi- 
tion to make a correct “tally” of the treasure exported from India. Esti- 
mates have been made which vary from f500,000,000 to nearly 
f 1,000,000,000. Probably between Plassey and Waterloo the last- 
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mentioned sum was transferred from Indian hoards to English banks. 
(Digby 1969: 3 3 )  

In this regard Angus Maddison writes: 

There is a tendency among Marxist and anti-British historians to 
exaggerate the size of the Indian plunder. . . . In fact a good deal of 
the Indian revenue was used to finance local wars and did not reach the 
C. K. The latest scholarly estimates suggest that the transfer to the U. 
K .  was  about one-tenth of the amounts estimated by Digby. (Maddison 
1971, 63 n.)  

Maddison does not explain why plunder used to finance local wars 
(i.e., the conquest of the remainder of India and later of Burma, etc.) 
should be omitted from reckoning, unless he assumes that the re- 
wards of empire, formal and informal, should also be omitted from 
all reckoning. However that may be, the Soviet scholar, A .  I. 
Levkovsky, cites evidence submitted to the board of directors of the 
East India Company in 1813, and reaches the conclusion that ‘‘L4c- 
cording to obviously minimised statistics, the British colonialists 
derived from India in 5 5  years (1757-1812) a direct income exceed- 
ing f100,000,000” (Levkovsky 1966: 10). And Digby remarks, “the 
connection between the beginning of the drain of Indian wealth to 
England and the swift uprising of British industries was not casual: it 
was causal” (Digby 1969: 31). He  goes on to quote the oft-repeated 
opinion of Brooks Adams that “possibly, since the world began, no 
investment has ever yielded the profit reaped from the Indian plun- 
der , . , . the effect appears to have been instantaneous, for . . . 
the ‘industrial revolution’ ” (Digby 1969: 31-33). And, of course, for 
the inventions and innovations that initiated the Industrial Revolu- 
tion. These, however, are questions that are examined in their 
respective contexts in the process of world capital accumulation as a 
whole in Chapters 5 and 6. 



Chapter 5 

Depression 
d nd Revoh t i o  n, 

1762-1 789 

Analyzing business cycles means neither more nor less than 
analyzing the economic process of the capitalist era. Most 
of us discover this truth which at once reveals the nature of 
the task and also its formidable dimensions. Cycles are 
not, like tonsils, separable things that might be treated by 
themselves, but are, like the beat of the heart, of the essence 
ofthe organism that displays them. I have called this book 
“Business Cycles” in order to  indicate succinctly what the 
reader is to expect, but the subtitle really renders what I 
have tried to do. 

-Joseph 4. Schumpeter, 
Business Cycles: A Theoretical, Historical, and Statistical 

Analysis of the Capitalist Process (1939) 

1. Depression and Accumulation 

The three decades from 1762 to 1789 decidedly were marked by 
recurrent and predominant economic depression-and they in turn 
mark what is probably the decisive turning point in the modern 
history of humanity. J. D. Bernal writes in his Science in History: 

The  seventy years from 1760 to 1830, and particularly the thirty from 
1770 to 1800, are a decisive turning point in world history. They mark 
the first practical realization of the new powers of machinery in the 
framework of a new capitalist productive industry. . . . The  critical 
transition came as a culmination of changes in technology and econom- 
ics which reached, as has been shown, a breakthrough in Britain, on the 
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technical side, around the year 1760, and in France, on the economic 
and political side, thirty years later. The changes were not easily 
effected; it was no accident that the period was one of unprecedented 
revolutions and wars. (Bernal 1969, 11: 5 3 5 )  

I might add that it was also no accident that the period was one of 
widespread economic depression. These closing decades are remem- 
bered for a series of world-historical events, each of which receives 
different emphasis according to the relative importance assigned it 
by the perspective and interest of each writer. These events include 
the highpoint of the eighteenth-century Enlightenment, which re- 
placed faith by rationality in Europe; the cluster of mechanical 
inventions associated with the Industrial Revolution in England; the 
French Revolution against the remnants of feudalism, which offered 
the world bourgeois “liberty, equality and fraternity”; the American 
War and Declaration of Independence which has been heralded as a 
“model” for anticolonial revolutions; the beginnings of the attack on 
restrictions of the slave trade; the simultaneous conquest and plun- 
der of India; the introduction of foreign-grown opium in China; the 
European exploration of the Pacific; the Russian penetration south 
and eastward; the economic and political awakening of the Spanish 
empire and of the Ottoman Empire as well-in short, the birth of 
industrial capitalism as we know it. I shall examine some of these 
events below, but I must warn with Bernal that 

Although there is ample material and even adequate analysis of the 
political, the economic, the technical, and the scientific transformations 
of the eighteenth century, these studies have remained largely separate 
and the combined analysis of them has yet to be mritten. It would be 
impossible to embark on it here. (Bernal 1969, 11: 520) 

The decades of the sixties, seventies, and eighties of the 
eighteenth century were predominantly depressive in Europe, the 
Caribbean, and North America, although for France and her pos- 
sessions this destiny was delayed for nearly a decade. In his Economic 
Fluctuations in England, 1700-1800, T. S. Ashton labels fifteen out of 
the twenty-eight years between 1762 and 1789 as years of depres- 
sion, and comments that “the inclusion of a year among the peaks 
does not necessarily mean that things were good, but only that they 
were better than they had been or were to be. Crises might appear at 
any point of the fluctuation, but generally they came just after a 
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peak: they were precursors of depression” (Ashton 1959: 173). As 
years of depression he lists 1762, 1765-1769, 1773-1774, 1778- 
1781, 1784, 1788-1789. Ashton then examines these in greater 
detail: 

In 1761 the London cabinet-makers were indicted for having combined 
to raise wages and shorten their hours of work, and there were similar 
reports of this “growing evil” among the shoe-makers, tailors, and 
peruke-makers. Even the Irish harvesters . . . were at odds with 
farmers about wages. , . , [This] precipitated the general crisis in 
August. T h e  result can be seen not only in the statistics of finance-the 
upward movement of exchange rates, the fall in the prices of securities, 
and the drop in the Bank’s ratio-but also in the fall of the price of 
wool, and a general decline in production. In 1761 the output of printed 
goods tvas 6.88 million yards: in 1762 it fell to 5.62 million yards. 
Similar, if less steep, decreases occurred in the manufacture of paper 
and glass-and presumably in the volume of building. In 1762 English 
exports declined by f1 .4  million, and there was a marked fall of 
employment at sea. . . . The depression was at its lowest point in the 
last months of 1762 and the first months of 1763. Preliminaries of peace 
were signed at Fontainbleau on 3 November 1762, and the definitive 
treaty was concluded at Paris on 10 February 1763. .As after the War of 
Spanish Succession, the first year of peace was, at best, one of moderate 
prosperity. . . . The  year 1764 saw general prosperity. . . . The  
following year saw the beginning of a depression that dragged on for 
the rest of the decade . . . the trade of the northern ports was 
paralysed. . . . T h e  iron industry was short of orders. . . . At the 
same time there was a depression in overseas trade, and especially in 
America. . . . T h e  chief support for employment in these years came 
from building and public works. A reduced demand for capital by the 
export industries may have been one reason for the low rates of interest 
that were a condition for expansion here; and the release of able-bodied 
men from the army may have provided a large part of the labour 
force. . . . From 1769 to 1774 the story is different. . . . Overseas 
trade recovered in 1770, rose outstandingly in the following year, and, 
it would seem, remained at  a high level for at  least the first half of 
1772.  . . . The  production of broad-cloth (four-fifths of which was 
sold abroad) increased from 2.7 million yards in 1769 to 3.6 million in 
1772. Other series also tell of great activity in this year. . . . Sooner or 
later the drain of specie-external and internal-must have enforced a 
restriction of credit and brought the boom to an end. But, in fact, a 
whole series of untoward events conspired to this end. . . . [In] late 
1772 [in] Holland, credit collapsed; and the panic spread rapidly to 
England. The  shortage of currency was such that many concerns, in 
Lancashire and Yorkshire in particular, were obliged to pay wages in 
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notes they themselves created. Manufacturers of repute, like Matthew 
Boulton, John Roebuck, and Henry Thrale, were in difficulties. Ac- 
cording to Boulton, the trade in Birmingham was “so dead.” . . . 
T h e  decline in wages was 12%% for the relatively \vell-paid \vool- 
comber, 16E% for weavers, 20-27% for the spinners near Halifax, and 
30-40% for those at a distance. , . . The  slump led to widespread 
emigration from Scotland and Ireland, and according to the Leeds Mer- 
cury of 17 May 1774, the same thing was happening here: “scarce a 
week passes without some setting off from this part of Yorkshire for the 
Plantations”. . . . In the slump of 1773 producers concerned with the 
home market had suffered less than those dependent on overseas de- 
mand. . . . By the middle of 1774 . . , a new upward movement had 
begun , . . and in 1775 there was recovery here also. . . . In the early 
months of 1775 Britain drifted once more into hvar. . . . The  recession 
set in in the later months of 1777; but it is reasonable to believe that the 
boom, like its predecessor of 1771-2, had carried with it the seed of 
decay, and that economic forces were mainly responsible for the 
slump. . . . X further increase of bankruptcies and depression in 
trade, manufacture, and building alike persisted for nearly three 
years. . . . Employment in shipping, which had been at a peak in 
1778, dropped suddenly. And though an increase of shipments to the 
East Indies brought some relief in 1780, and increased greatly the 
number of merchant seamen, the accession of Holland to the list of 
Britain’s enemies brought the figure down again the following 
year. , . . In June 1779 riots broke out . ~ . disorders . . . attributed 
to unemployment. . . . In the following year anti-machinery 
riots. . , . The depression continued throughout the year 1781. . . . 
The  upward movement [of 17821 continued in 1783, but several factors 
prevented the development of an authentic post-war boom. . . . The  
crisis of the autumn of 1783 seems to have been due partly to an 
external drain and partly to losses sustained by merchants who had 
overestimated the strength of overseas demand for British goods. . . . 
the two downward fluctuations of the eighties-those of 1781-84 and 
1786-9-were short and of limited amplitude. In both cases the crisis 
was relatively mild, and the increase of bankruptcies relatively small. In 
several series the following recessions appear as a retardation of the 
secular trend rather than a declivity. . , , There is evidence that in 
1789 the depression was lifting . , , and between 1789 and 1792 the 
production of printed goods increased by half. . . . There are many 
indications that prosperity had created conditions of boom in 1792. 
(.bhton 1959: 150-66) 

The evidence seems overwhelming that  between 1762 and  1789, 
the  entire British-dominated (and also French-dominated) “interna- 
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tional” economy was going through a long crisis of accumulation 
(and not simply a series of fortuitously, or even agriculturally, 
caused commercial fluctuations). It will not be possible here (and, as 
Bernal suggests, it is probably nowhere yet possible) to analyze the 
fundamental causes and all of the consequences of this crisis. But in 
the pages that follow, I will examine some of the world develop- 
ments that coincided chronologically with this crisis and, where 
possible, suggest some possible causative relations. 

The production of Brazilian gold began to fall off significantly 
after 1760; consequently, because of Brazil’s relative importance, so 
too did world gold production. According to the classic calculations 
of Adolph Soetbeer, accepted by Simonsen (1962) and others, the 
Brazilian production of gold, which had risen from about 1,000 kgs. 
annually a t  the beginning of the century to an average of nearly 
15,000 kgs. a t  its highpoint between 1740 and 1760, declined sharp- 
ly, because of the progressive exhaustion of the gold fields, to an 
annual average of about 10,000 kgs. between 1760 and 1780, 5,000 
kgs. from then until the end of the century, and after that it fell 
below 2,000 (Simonsen 1962: 198). hccording to Furtado (1965: 85), 
Brazilian exports of gold dropped from f 2 . 5  million in 1760 to less 
than El million in 1780. As a result, total world gold production fell 
from a maximum annual average of 781,000 ounces in 1741-1760 
(not reattained until more than a century later), to 665,000 ounces in 
1761-1780, to 572,000 ounces in 1780-1810 and still less after that 
( W a r  1969: 421). And this was while the potential demand of quan- 
titatively increasing world trade was for increasing means of pay- 
ment! 

The world output of silver, after the drastic decline of Spanishi 
American production in the seventeenth century, had remained 
virtually stagnant until 1740. After that, world output began to 
increase, but in Spanish America, particularly in Mexico, which 
came to supply two thirds of the total, silver production did not 
begin to increase until the end of the 1760s. According to Hum- 
boldt, the production of silver in Spanish America rose from less 
than 1.4 million marks in the 1760s to 1.75 million annually between 
1770-1775, then to about 2.1 million annually until 1790, increasing 
again to 2.7 million annually during the last decade of the eighteenth 
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century ( W a r  1969: 420). World silver production rose from an 
annual average of 14 million ounces in 1721-1740 to 28 million 
ounces between 1781 and 1810 (Vilar, 1969: 421). 

This increase of silver production-with a decade and a half lag on 
the decline in gold output-cannot be attributed to chance or to the 
discovery of new mines. Two contemporary authorities, the viceroy 
of New Spain, Revillagigedo, in 1794, and the German geographer, 
Humboldt, in 1803, gave the following explanations. 

In the last few years, the output of the mines has increased considera- 
bly. . . . This increase has not been due to great bonanzas or greater 
purity of the metals; it is due primarily to the increased numbers of 
people working in the mines. . . . Many former merchants, accus- 
tomed to high profits and low risk in overseas trade, turned to agricul- 
ture and mining when they realized that the new commercial system 
would allow them lower profits and entail higher risk. (Revillagigedo, 
quoted in Frank 1972: 28-29) 

The  enormous expansion of the produce of the mines observable in 
latter years is to be attributed to a great number of causes all acting at 
the same time, and among which the first place must be assigned to the 
growth in population on the tableland of Mexico, the progress of 
knowledge and national industry, the freedom of trade conceded to 
*\merica in 1778, the facility of procuring at a cheaper rate the iron and 
steel necessary for the mines, the fall in the price of mercury, the 
discovery of the mines of Catorce and Velenciana, and the establishment 
of the tribunal de mineria. (Humboldt, quoted in Brading 1971: 156-157) 

Indeed, by 1775 the -4lmaden mine had doubled its capacity for the 
output of mercury which was required for smelting silver (Brading 
1971: 141). But this too had been possible only as a result of new 
investment in mining. 

Why should this investment in silver mining and related activities 
take place at the end of the eighteenth century, even though there 
was a time lag that left a hole in the world supply of new metallic 
money between 1760 and 1776? Brading says that “any explanation 
of the great Mexican boom must be tentative,” and goes on: 

It seems best to concentrate upon the boom of the 1770’s which fol- 
lowed the recession of the 1760’s. Here we can perceive several factors 
at work which combined to create a significant lowering of production 
costs sufficient to increase profits quite considerably. In mining itself, 
owners gained greater control over their workers, and in some cases 
were able to reduce theirpartidm and wages. Then the more extensive 
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use of gunpowder was encouraged by a cut in price and a more efficient 
supply. . . . tax exemptions. . . . cheaper and more abundant sup- 
ply of mercury. . , . At the same time the local price of silver bar rose 
appreciably. . . . Trading profits in general and premiums on silver in 
particular fell during the 1780’s. Here, then, is a possible causal se- 
quence. T h e  great boom of the 1770’s sprang both from general cost 
reductions affecting all industry and from a remarkable series of current 
bonanzas in particular mines. Then, in the 1780’s this boom was 
sustained and pushed still further by the entrance of mercantile capital 
into the industry and matched by greater willingness to plough back 
mining profits. . . . quite possibly it was the entrance of investment 
capital which made the difference. Proofs, however, are lacking. (Brad- 
ing 1971: 157-58) 

But may we not speculate, despite the lack of “proof,” that the 
entrance of investment capital in silver mining, emphasized by both 
of the contemporary authorities above, may have been generated 
initially by the low prices of all other commodities, including (but 
not limited to) the material and labor inputs required for mine 
development and production, which was associated in turn with the 
general depression and the reduced gold supply? May we not sup- 
pose that, as I have argued in Chapter 2 ,  section 3,  the later 
sixteenth-century inflation of all prices reduced the price of silver 
money and encouraged the withdrawal of capital from silver mining? 
May we not also suppose that the late eighteenth-century depression 
increased the price of silver relative to all other prices (except gold 
whose known sources were being exhausted) and thereby encour- 
aged renewed massive investment in silver mines and increases in 
silver output-but not until a t  least half the long cyclical downswing 
had run its course? Further presumptive evidence may be sought in 
the near substitute for gold and silver money, that is, paper money 
and bills of credit. 

In 1776, Adam Smith wrote in the chapter on “Money” in An 
lnnquiy into the Nature and Causes of the Wealth of Nations: 

When, therefore, by the substitution of paper, the gold and silver 
necessary for circulation is reduced to, perhaps, a fifth part of the 
former quantity, if the value of only the greater part of the other 
four-fifths be added to the funds which are destined for the mainte- 
nance of industry, it must make a very considerable addition to the 
quantity of that industry, and consequently, to the value of the annual 
produce of land and labour. An operation of this kind has, within these 
five-and-twenty or thirty years, been performed in Scotland, by the 
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erection of new banking companies in almost every considerable town, 
and even in some country villages. The effects of it have been precisely 
those above described. The  business of the country is almost entirely 
carried on by means of the paper of those different banking companies, 
with which purchases and payments of all kinds are commonly made. 
Silver very seldom appears except in the change of a twenty shillings 
bank note, and gold still seldomer. . . . that the trade and industry of 
Scotland, however, have increased very considerably during this 
period, and that the banks have contributed a good deal to this increase, 
cannot be doubted. (Smith 1937: 280-81) 

Smith continued: 
By issuing too great a quantity of paper, of which excess was continu- 
ally returning, in order to be exchanged for gold or silver, the bank of 
England was for many years together obliged to coin gold to the extent 
of between eight hundred thousand pounds and a million a year. . . . 
For this great coinage the bank was . . . frequently obliged to purchase 
gold bullion at  the high price of four pounds an ounce, which . . . 
losing in this manner between two and a half and three percent. Upon 
the coinage of so very large a sum. . , . Scottish banks, in consequence 
of excesses of the same kind, were all obliged to employ constantly 
agents in London to collect money for them. . . . The  bank of Eng- 
land, notwithstanding their great annual coinage, found to their as- 
tonishment, that there was every year the same scarcity of coin as there 
had been the year before . . . the state of the coin, instead of growing 
better and better, became every year worse and worse. . . . The  
over-trading of some bold projectors in both parts of the United King- 
dom, was the original cause of this excessive circulation of paper 
money. . . . It is now more than five-and-twenty years since the paper 
money issued by the different banking companies of Scotland was fully 
equal, or rather more than fully equal, to what the circulation of the 
country could easily absorb and employ. Those companies, therefore, 
had so long ago given all the assistance to the traders and other under- 
takers of Scotland which it is possible for banks and bankers, consis- 
tently with their own interest, to give. They had even done somewhat 
more. They had over-traded a little, and had brought upon themselves 
that loss, at least that diminution of profit, which in this particular 
business never fails to attend the smallest degree of over-trading. . . . 
Upon their [the banks] refusing to extend their credits, some of these 
traders had recourse to an expedient which, for a time, served their 
purpose, though at a much greater expence, yet as effectually as the 
utmost extension of bank credits could have done. This expedient was 
no other than the well-known shift of drawing or re-drawing; the shift 
to which the unfortunate traders have sometimes recourse when they 
are upon the brink of bankruptcy. T h e  practice of raising money in this 



Depression and Revolution 175 

manner had been long known in England, and during the course of the 
late war [ 1756-17631, when the profits oftrade afforded a great temptation 
to over-trading, is said to have been carried on to a very great extent. . . . 
The practice of drawing and re-drawing is so well known to all men of 
business, that it may perhaps be thought unnecessary to give any account 
of it. (Smith 1937: 286-93) 

Nonetheless, Smith explains at length to “people who are not men of 
business”: 

. . . all European nations, have given such extraordinary privileges to 
bills of exchange, that money is more readily advanced upon them, 
than upon any other species of obligation. . . . each endorser becomes 
in turn liable to the owner of the bill for those contents, and, if he fails 
to pay, he becomes too from that moment bankrupt. . . . Many vast 
and extensive projects, however, were undertaken, and for several 
years carried on without any other fund to support them besides what 
was raised at this enormous expence. The projectors, no doubt, had in 
their golden dreams the most distinct vision of this great profit. Upon 
their awakening, however, either at  the end of their projects, or when 
they were no longer able to carry them on, they very seldom, I believe, 
had the good fortune to find it. (Smith 1937: 293-95) 

That is, the whole house of cards came crashing down beginning 
with the crisis of 1762, which initiated a depression nearly a decade 
long, followed by only partial recovery, and nearly a decade more of 
hard times. 

It is noteworthy that Smith recalls that the increasing recourse to 
paper money had begun twenty-five to thirty years before he wrote, 
that is, around the mid-eighteenth century upturn of business condi- 
tions prior to the Seven Years War of 1756-1763. Nevertheless, 
Smith attributes part of the optimism to profit opportunities offered 
by the war itself. R/loreover, he emphasizes that when the banks 
would no longer extend further credit, businesses had additional 
recourse to private bills of exchange, which “for a time” continued to 
serve their purpose, albeit at a higher cost, until the whole system 
became overextended and had to retrench. (I shall discuss below the 
ways that it found to emerge from the crisis.) Seeking some further 
empirical evidence to link the process Smith describes to the de- 
velopment of the long depressive phase (with which, writing as he 
was in the early seventies, Smith was no doubt also concerned), we 
might check the ratio of bullion and coin to notes in circulation plus 
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drawing accounts of the Bank of England. ,Although this ratio cannot 
reflect the entire credit structure, it offers some indication of the 
relative amount of paper financial instruments in use; that is, the 
lower the ratio of metal money to paper money and drawing ac- 
counts, the greater the paper structure. .Ashton (1959: 189) provides 
this ratio for each year (with two exceptions) from 1720 to 1800. For 
the entire period 1720-1760, the average ratio is 39 percent; and for 
the last decade thereof, from 1751-1760, it is 42 percent. Yet for the 
recession years 1761-1769, the ratio of metal to paper falls to an 
average of 22  percent, rising again to 36 percent for the less depres- 
sive years 1770-1776 (though falling to 15 percent in the depressive 
year of 1773) and falling again to 24 percent for the years 1777-1785. 
Thus, for the whole period from 1761 to 1785, the average was only 
27 percent. After that, from 1786 to 1795, the ratio rose to an 
average of 49 percent. Is this a “Keynesian” policy in operation, one 
which was insufficient, by itself, to stem the tide of depression?* 

Sweet smiling village, loveliest of the lawn 
T h y  sports are fled, and all thy charms withdrawn; 
Amidst thy bowers the tyrant’s hand is seen 
And desolation saddens all thy green. 
Only one master grasps the whole domain 

Far, far away, thy children leave the land 
Where then, ah! where shall poverty reside 

T h e  rich man’s joys increase, the poor’s decay 

Where wealth accumulates, and men decay; 
Princes and lords may flourish, or may fade; 
A breath can make them, as a breath had made, 
But a bold peasantry, their country’s pride, 
When once destroyed, can never be supplied. 

Oliver Goldsmith wrote his classic poem “The Deserted Village” in 
1770; I suggest it was not happenchance that he did so at that precise 
historical juncture. 

Marx was no doubt right-and especially so if reference is to a 
time of temporary recession of the international market (as 
Hobsbawm [ 1971: 1091 argues)-when he wrote 

* For a similar discussion without these data, see Vilar (1969: 343-45), who says 
that in 1783  the Bankof England “for the first time” reacted to a gold loss and impending 
crisis by cutting its line of credit. 



Depression and Revolution 17 7 

in fact, the events that transformed the small peasants into wage- 
labourers, and their means of subsistence and of labour into material 
elements of capital, created at the same time, a home market for the 
latter. . . . Thus, hand in hand with the expropriation of the self- 
supporting peasants, with their separation from the means of produc- 
tion, goes the destruction of rural industry, the process of separation 
between manufacture and agriculture. And only the destruction of 
rural domestic industry can give the internal market of a country that 
extension and consistence which the capitalist mode of production 
requires. (Marx 1954, I: 747-48) 

But Marx had apparently been misled when he believed that “about 
1750, the yeomanry had disappeared [in England]” (1954, I: 723). 
The Hammonds, citing Slater, note that both the number of acts of 
enclosure and the acreage of common fields enclosed increased about 
ten-fold during 1761-1801 from what it had been during the previ- 
ous period, 1700-1760 (Hammond and Hammond 1927: 17). Deant: 
and Cole, also citing Slater, record 56 acts of enclosure and 74,s 18 
acres enclosed between 1727 and 1760 and 339 acts and 478,255) 
acres between 1761 and 1792 (Deane and Cole 1967: 272). Still citing 
the same Slater, Mantoux (1964: 141-42) records the following pro- 
gression of Enclosure Acts: 

1720-1 730 
1730-1740 
1 740- 1750 
1750-1760 
1760- 1770 
1770- 1780 
1780-1790 
1790-1800 
1800- 18 10 

33 acts 
35 acts 
38 acts 

156 acts 
424 acts 
642 acts 
287 acts 
506 acts 
906 acts 

Whatever the discrepancy and the reasons for it, one thing is evi- 
dent: relative to earlier times, the enclosure movement became an 
avalanche precisely during the depressive decade of the 1760s-just 
preceding Goldsmith’s poem-and continued in the still relatively 
depressed decade of the 1770s. It then abated temporarily. 

Mantoux comments further: 

Between the sixteenth- and seventeenth-century enclosures and those 
of the eighteenth century, there was an essential difference. The former 
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had been opposed by the King’s administration, the latter on the 
contrary met with the assistance and encouragement from Parliament. 
. . . T h e  great landowners were the first to undertake a methodical 
exploitation of their estates according to the precepts of the new agricul- 
tural science. They were men who bore most impatiently the obliga- 
tions laid on them by the open-field system. And they, in almost el ery 
case, initiated the petition to Parliament for a Bill of Enclosure. 

But the desertion of Goldsmith’s villages did not occur quietly. 

After 1760 such protests became more frequent and forceful. The  
suppressed anger of the lillagers would break out suddenly. In some 
parishes, the announcement of the enclosure caused riots. . . . Thus 
the enclosures and the engrossing of farms ultimately resulted in plac- 
ing at  the disposal of industry resources in labour and energy which 
made it possible for the factory system to delelop. Industry was 
becoming, as it were, a new land in the very midst of the country, 
another America attracting immigrants by the thousands-w ith this 
difference: that instead of being a discovery it was a creation. . . . 
,Many of the small yeomen and farmers, reduced to the condition of 
wage-earners, shared the fate of the labourers, who came to the to-ns 
in search of work. They possessed nothing, and could offer nothing but 
their labour. These were to form the working population, the anony- 
mous multitude in the factories-the army of the industrial rekolu- 
tion. . . . There is, therefore, an intimate connection bemeen the 
movement by \\ hich English agriculture was transformed and the rise 
of the factory system. (Alantoux 1964: 165-84) 

Phyllis Deane likewise draws a direct connection between the acts of 
enclosure and the labor supply (Deane 1965: 158-59). Paul Bairoch, 
in describing the technical and other advances in Belgium (that is, 
Flanders and certain parts of Walloon) that occurred between 1760 
and 1791, and those that occurred a decade earlier in France, is 
content merely to stress the technical/economic increase in the sup- 
ply of agricultural products. 

In France, the first phase of the modifications that overcame agriculture 
was around 1750-1760. . . , It has been possible to estimate that the 
annual rate of increase of agricultural output u as 1.4% between 175 1- 
1760 and 1771-1780, while during the first half of this eighteenth 
century the increase in agricultural output did not pass 0.3%. 
(Bairoch 1969: 81-82) 

But the importance of all of these transformations in agriculture goes 
far beyond the increase in agricultural products. 
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What were the political economic consequences of this late 
eighteenth-century accumulation crisis beyond the immediate at- 
tempts to ward it off by a wall of paper? (These attempts in fact only 
aggravated the final crash in the long run, as Smith observed at the 
time, and as subsequent crises to this day have continued to demon- 
strate.) One natural reaction of capital, as observed by Ashton and 
the contemporary witnesses he quotes, was to cut wages up to 40 
percent. This, presumably, was intended to increase the rate of 
exploitation of the worker at home, irrespective of the “distur- 
bances” generated, which, again presumably, were adequately dealt 
with-from capital’s standpoint. Ashton writes: 

at times when activity in both [building and construction and manufac- 
turing] was high, as in 1764, 1772,  and 1792, there were complaints of a 
shortage of labour [and presumably relatively high wages and lowered 
profits], and it is possible that the ending of the booms was due to this 
influence quite as much as to growing pressure on supplies of capital and 
money. (Ashton 1959: 174) 

Ashton does not clarify why one influence should be an alternative 
to the other rather than its predecessor-and indeed its cause. 

A second reaction or consequence, as we have observed, was to 
increase the supply of silver by, among other things (as Brading 
recalls) increasing the rate of exploitation, or superexploitation, of 
the Mexican miners and vastly increasing the misery of the masses of 
the population in Mexico until they (unsuccessfully) rose up in revoll 
in 1810. ‘4 third reaction, as we shall see, was to try to exact more 
external indirect customs duties and to impose new internal direcc 
taxes on the American colonists, as well as to seek greater revenues 
from the fur trade by closing the western frontier to settlement. This 
set of measures combined to incite the American colonists to go tci 
war for their independence. A fourth reaction was the formation in 
London of a Society of West Indian Planters to lobby and pressure for 
the maintenance of their depression-threatened incomes (and to shift 
part of the burden on to the North American colonists). Other 
reactions included the decision to go to war against France and the 
exploration of a new frontier in the Pacific. But by far the most 
important reactions and consequences for world history were, on the 
one hand, the plunder of Bengal (that was subsequently extended to 
other parts of India) in a drive for primitive accumulation not wit- 
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nessed since the Spanish conquered America and established slave 
plantations in the Caribbean; and, on the other hand, the domestic 
turn to enlightened rationalism, scientific research, mechanical in- 
vention, and, after the profit rate began to look up, innovation-in 
short, the Industrial Revolution. 

Haring examined the plunder of Bengal and India in the previous 
chapter, we can go on to the other political economic consequences 
of the late eighteenth-century accumulation crisis. 

2. The Caribbean after 1763 

hlthough at the Peace of Paris in 1763 the Caribbean sugar islands 
were a major bone of contention (should Guadeloupe be sacrificed 
for Canada?), ironically that year may be said to mark the beginning 
of the end of the economic and political reign of Caribbean sugar. 
Affected by the general economic crisis of the following decades, 
sugar prices declined, and there were periodic financial panics. The 
British sugar islands failed to maintain profitability through greater 
exploitation and output, apparently because their fertility was too 
exhausted, although perhaps also because sufficient British invest- 
ment was not forthcoming. In any case, the cost of production in the 
British islands was significantly higher than in the French ones, and 
the British did not or could not bring it down. We may speculate to 
what extent the contemporary British turn eastward (go East, young 
man!) to India and the plunder of Bengal may have been related, as 
an attraction for potential investment and still more as a source of 
primitive accumulation, to the progressive exhaustion of the tra- 
ditional West Indian “paradise.” “Declining prosperity produced 
bitter wails of complaint and demands for legislative help” (Parry 
and Sherlock 1971: 142) from the CVest India interests, who achieved 
a temporary success with the Sugar , k t  of 1764. This Act sought to 
shift part of the burden of the recession on to the North American 
colonies, who in turn rebelled. But, by and large, along with the 
decline in their profits and in their relative importance to Britain, the 
sugar planters lost more and more political influence. Their in- 
creased visible activity through the Society of West Indian Mer- 
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chants and the Society of West Indian Planters and other parliamen- 
tary lobbies reflected, rather than an increase in influence, their 
struggle to prolong and their vain effort to protect their waning 
economic and political privileges. British interest was shifting, first 
to North America and India, and after the loss of the former, still 
more to the latter. In Jamaica, the largest of the British sugar islands, 
between 1775 and 1791, 2 3  percent of the 775 plantations were sold 
for debt, 12 percent passed into the hands of receivers, and 7 percent 
were abandoned (E. Williams 1966: 123). Even so, although thie 
North Americans had encouraged the British Caribbean to join them 
after the decline of sugar prices in 1773, the planters preferred to 
protect their declining fortunes from the threat of France by relying 
on the British navy (Parry and Sherlock 1971: 134-35). 

In the French sugar islands, on the contrary, the trend was just 
the opposite to that in the British islands-up to a point. The French 
islands reached their “golden age” only after 1763 and were able to 
increase their output and presumably cut, or at least maintain, their 
costs of production up to 1790. “French sugar cost one-fifth less than 
British, the average yield in St. Domingue and Jamaica was five to 
one” (E. Williams 1966: 122). Production in St. Domingue nearly 
doubled between 1783 and 1789, and the importation of slaves 
increased still more (James 1963: 55). It has generally been asserted 
as an explanation of the French success that “the fertility of the 
French soil was decisive” (E. Williams 1966: 122). No doubt the 
more recently developed and less exhausted French islands were 
more fertile than the older English ones, but was this “decisive,” 01- 
did it merely physically permit a greater degree of labor exploitation 
than in the English islands? And did this rate of exploitation not 
increase while the importation of slaves-and presumably the more 
rapid exhaustion of their “useful life”-increased much more rapidly 
even than yield and production? =\ccording to C. L. R. James, 
“[Tlhe slaves were being used for the opening up of new lands. 
There was no time to allow for the period of acclimatisation known a:, 
seasoning, and they died like flies” (James 1963: 56). The “humanita- 
rian” protective clauses of the Code Noir were forgotten. Further 
was French capital merely enabled to increase its rate of primitive 
capital accumulation from its Caribbean colonies? Or  was it actually 
obliged to do so in order to stem the tide of the domestic economic 
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and political crisis, which had been aggravated by the British exclu- 
sion of France in 1763 from the happy hunting grounds of both India 
and North hmerica? 

Whatever the answers, all of the French efforts soon turned out to 
be in vain. Indeed, they aggravated the final outcome. In France 
itself the revolution came in 1789, and in St. Domingue (now Haiti) 
it came in 1791 under the leadership first of Toussaint L’Overture 
and then Jean Jacques Dessalines-“torn by inner and outer con- 
tradictions which in four years [from 17891 would split that [social] 
structure into so many pieces that they could never be put together 
again” (James 1963 : 57). Although Toussaint’s forces eventually 
failed to make the total revolution they sought, Napoleon’s efforts to 
recover the colony failed as well. &After twelve years of foreign and 
civil war, Haiti’s export of sugar dropped from 163 million pounds 
to 5 3  million (Parry and Sherlock 1971: 170). This provided Cuba, 
which had been “opened up” by the British capture of Havana in 
1762, with the opportunity of succeeding to the throne of sugar in 
the nineteenth and twentieth centuries, though by then, on a world 
scale, this represented no more than a minor principality. 

3.  Spain, Portugal, and Their Empires 

In the Spanish and Portuguese submetropolises and their empires, 
the period after 1763 was marked by profound and far-reaching 
contradictions. These were the Bourbon reforms under Charles I11 
(1759-1789); and under the Portuguese Prime Minister Pombal 
(1750- 1777) and his successors they have been characterized as a 
policy of “dependence resisted” (Sideri 1970). While the English- 
and secondarily French-dominated world economy suffered a long 
cyclical economic downswing, Spain and its empire prospered as 
never before in the eighteenth century. Indeed, such prosperity had 
not been experienced since the seventeenth century “decline of 
Spain,’’ nor has it been experienced again since 1800. . 

Except for a brief five year period (1971-1975) [which coincided sub- 
stantially with the temporary relative English recovery], the rule of 
Charles 111 (1759-1789) develops under the wing of an extremely 
favorable upswing. Prices and wages-more the former than the 
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latter-are in distinct upsurge, and this coincides with a demographic, 
agricultural, commercial and industrial expansion of the country, 
where an almost uninterrupted increasing quantity of American pre- 
cious metals arrive. Here in sum is the golden age of the eighteenth 
century. (Vicens Vives 1962, IV: 2 2 7- 2 8 )  

Domestically, after 1760 Spain experienced a significant shift in 
economic activity, power, and interest from the inland regions to the 
coast, and especially to Cataluiia or its capital, Barcelona. By the end 
of the century the wage rate in the latter was almost double that of 
Madrid. This economic and industrial growth was accompanied by 
the rise of new bourgeois forces and their increasingly successful 
political demands for the cessation of the monopoly privileges of the 
previously favored regions (Vicens Vives 1969: 25-3 3). Addition- 
ally, Spain, which had been almost as economically and politically 
dependent on France as Portugal had been on Britain, was temporar- 
ily favored by the disturbances associated with the revolution in 
France, disturbances that were perhaps already caused by the eco- 
nomic depression preceding it. 

After 1763 the Spanish-Crown embarked on a whole series of 
far-reaching reforms of the economic and administrative regulation!; 
governing its empire in America and the Philippines. These reform!; 
have generally been attributed to the gradual or sudden “enlighten- 
ment” of Spanish despotism, under the influence of Bernard0 Ward, 
Pedro Rodriguez Campomanes, Caspar de Jovellanos and others in 
Spain itself, as well as the influence of the Encyclopedists and 
Physiocrats in France. They have also been attributed to the 
momentary shock suffered when the British captured Havana (the 
staging center of the Spanish merchant fleet in America) and Ma- 
nila, and threatened to capture Veracruz (the principal port of New 
Spain) in 1762, and to the increasing disquiet caused by the growing 
contraband incursion of Britain and France into the Spanish empire, 
of which in a sense the capture of these ports was symbolic (Stein 
and Stein 1970: 95-97). All of these factors were no doubt impor- 
tant; but they should also be interpreted in the context of the cyclica! 
crisis of English, and to a lesser degree French, industry and trade 
and the simultaneous economic spurt of Spain itself-as well as thc 
opportunity (examined above) for the increase of silver production in 
New Spain and elsewhere, and, indeed, of gold production in 
hTueva Granada (today Colombia) and in other Spanish possessions 
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to partially fill the gap left by the decline of the Brazilian mines. 
In 1765 the monopoly of a single Spanish port (earlier Seville and 

later Cadiz) in the trade with America was abolished, and several 
Spanish and Catalan ports were authorized to trade with several 
ports in the Spanish Caribbean. In 1768 the same concession was 
extended to (then Spanish) Louisiana, in 1770 to Yucatan and Cam- 
peche in Mexico, and in 1776 to two ports in Nueva Granada. In 
1767 the Jesuits were expelled from the Spanish dominions and their 
vast properties were subsequently put up for sale. In 1774 direct 
reciprocal trade among the Spanish colonies, previously prohibited 
except in special cases, was legalized, In 1776 a longstanding dispute 
over the riches of the Peruvian (now Bolivian) highland mining 
regions between the old submetropolis on the Pacific, Lima, and the 
newly developing one on the Atlantic, Buenos ,%ires, was resolved in 
favor of the latter, which became the capital of the new viceroyalty 
of La Plata, with the privilege to tax and trade with the mining re- 
gions. In February 1778 the ports of Argentina, Chile, and Peru were 
permitted “freedom of commerce” with Spain, and in October of the 
same year a host of other ports in Spain and its American empire 
were granted the same privileges in a new omnibus decree. In 1789 
the same freedom was finally granted to the port of Veracruz in 
,Mexico. It appears then that the Spanish Crown progressively re- 
laxed its traditional trade restrictions-and often reduced taxes at the 
same time-in accord with the real or felt threat to its economic and 
political power in the area, beginning in the Caribbean after its losses 
during the Seven Years War. These relaxations were then extended 
to Louisiana and Nueva Granada, and most importantly to the La 
Plata region, where British and Portuguese contraband via Brazil 
and Colonia de Sacramento (in present-day Uruguay) was making 
increasing economic inroads and political friends; and last of all to 
Mexico, the brightest and safest jewel of the imperial crown. Mexico 
was, in fact, all of a (sub)metropolis itself, dominating much of the 
remainder of the Spanish empire in America, after the similar chal- 
lenge of Lima had declined along with the declining output of the 
Potosi mines (Arcila Farias 1950: 13-1 5 ) .  The increasing liberation 
of trade in the remainder of the empire, moreover, was not very 
favorably received in Mexico, at least by its bigger merchants since 
the resulting “competition” undermined their monopoly power (L4r- 
cila Farias 1950: 13- 15) .  It was also of course strenuously, if vainly, 
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resisted by both the economic and political power in Lima (Kossok, 
1959; Ctspedes del Castillo 1947). 

The economic recession in the English and French economies, the 
simultaneous economic revival of the submetropolises in Spain antl 
Portugal (which, however, reflected the growth of the newer coastal 
regions at the relative expense of the older inland ones), and the 
threat to, and loss of, mercantile and political power of previously 
privileged sectors in the sub-submetropolises of ,Mexico and espe- 
cially Lima had further varied consequences in the remainder of the 
Spanish dominions. Trade between Spain and America increased 
enormously, as did the growing import surplus of the latter, which 
was paid for by ever growing production and export of silver antl 
gold. Yet by no means all of the additional Spanish American 
imports came from Spain originally, Although Spanish manufacture 
and manufacturing export increased-and the whole “liberalization” 
of trade with its colonies was intended to strengthen its export of 
manufactures and its import of raw materials and bullion-Spain did 
not and could not satisfy the import requirements of its colonies. 
Other colonial manufacturing imports from Spain were of foreign 
origin, and probably still more of the colonial imports were direct 
English and French contraband (or in the southern cone of the 
continent, indirect contraband via Portugal and Brazil). Such con- 
traband trade in the Spanish colonies received a perhaps especially 
strong foreign impulse during this period, as a result of the stagna- 
tion of other export markets (especially those of Britain) and the 
newly increased “availability” of British re-exported Indian textiles. 
Moreover, while the contraband (like other) trade was partially 
hindered by the wars of the period, it was also facilitated by Spanish 
permission to some of its colonies for trade with “neutral” flag 
vessels. One thing is certain and recorded in documentary evidence 
from all of the Spanish colonies: their internal (including literally 
inland) markets were flooded with foreign manufactures from Spain, 
Europe, India, and also North America; and the local manufacturing 
establishments were massively put out of business (documented in 
Frank 1969: 51-55; 1972: 24-25). On  the other hand, the production 
of raw materials, mining, and associated agriculture flourished iri 
many areas; and merchant capital, where it w7as threatened by 
foreign competition and could do so, moved over into these recently 
more profitable activities. 
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From the innumerable contemporary testimonies to the conse- 
quences of these cyclical trends and associated reformist policies, I 
have chosen to reproduce only one, by Count Revillagigedo, viceroy 
of New Spain, in his Instruccihn Reservada to his successor in 1794. 
(Recall that the trade reforms had arrived last and least in Mexico; 
although, on the other hand, the Crown had sent the most outstand- 
ing of its visitadores or inspectors, Joke Galvez, to Mexico to clean 
up and oil the administration of the viceroyalty. Later, as newly 
appointed intendente, Galvez was commissioned not only to ad- 
minister New Spain, but also to extend this administration and the 
Spanish dominions northward to meet the English, French, and now 
also Russian threat in California.) Rerillagigedo wrote: 

Far from a decline, in the years of free trade there was a considerable 
increase in the volume of goods and merchandize introduced as well as 
the amount of wealth and produce extracted. In these regions, there has 
been great progress in recent years: the export of products has near19 
tripled in comparison with earlier years and consists principally of 
hides, dyes, cotton, Campeche wood palo de tinto], and myrtle, and 
above all, the precious cochineal [dye]. Tanned products, soap, cotton, 
and flour were sent from these domains to Havana and the islands, 
where they were needed in agriculture. . , . the harvests of grains of 
all kinds have increased greatly in these domains. . . . In the last few 
years, the output of the mines has increased considerably. [For the 
reasons he gives, see the beginning of this chapter.] . . . In these 
domains it is very difficult to prohibit the manufacture of those things 
which are made here. . . . The only way to destroy such local man- 
ufactures would be to send the same or similar products from Europe, 
to be sold at lower prices. This is what has happened to the great 
factory and guild which existed for all sorts of silk textiles, now barely 
remembered; and much the same fate has befallen the factories man- 
ufacturing printed cloth. . . . The  decline of the [;icapulco] trade was 
quite natural in view of the changes which haven taken place, the 
growth of European factories, and the generally inferior quality of 
Oriental cloth. Since the year 1789 [the year in which the liberalization 
of commerce was extended to Mexico, although elsewhere it had been 
introduced twelve years before that, with proportionately greater ef- 
fects] there has been a steady increase in the textiles and goods that have 
been imported. (Revillagigedo 1966: 191-205, quoted in Frank 1972: 
28-29, 24) 

These economic developments in the Spanish colonies could not 
but have their social and political counterparts and repercussions. 
Those which ultimately led to the independence of the Spanish 
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colonies between 1810 and 1820 may be left for later examination in 
relation to that period. In the meantime internal class contradiction!; 
sharpened in many regions of the empire, and were reflected in the 
increase of vagrancy, criminality, and social banditry, and it!; 
sporadic outbursts, especially during agricultural crises or epidemics 
(Florescano 1969: 155-69), which further magnified the felt effect!; 
of the growing rate of superexploitation. Some of these became 
important social/political protest movements or rebellions that are 
still remembered, such as the riots in Mexico in 1786, the cornunero 
revolt in Nueva Granada in 1780, and most of all the uprisings of the 
Inca descendants under Tupac Xmaru in Peru from 1779 to 1783. 
The historian, Enrique Florescano, gives the following account of 
the situation in Mexico. 

From 1779 to 1803 the value of the tithes [ lo  percent received by the 
Church], which reflects the upsurge of agriculture, almost tri- 
pled. . , . For the first time the value of agricultural production 
(which was calculated on the basis of the value of the tithes) exceeded 
the value of mining activities, in spite of the fact that the height of 
mining prosperity was from 1779 to 1803. . . . When Humboldt 
visited Kew Spain in 1803, he was able to confirm that the increase of 
wealth in the last thirty years of the eighteenth century had aggravated 
the economic inequalities in colonial society. , . . In a word, the rise 
in prices had made the great landlords richer; the division between the 
prelates and the parish priests was deepened; and the situation of the 
poor became more intolerable. . . . The  growth of the haciendas [also 
associated with the mining boom] caused the displacement of a great 
number of rural laborers and the impact of cyclical crises increased. 
The  number of unemployed rose and social tension in the cities grew. 
The  inequalities caused by the increase in wealth were so dramatic that, 
in commenting on the situation which prevailed from 1803 to 1807, 
Humboldt, Fray Antonio de San Miguel, Abad y Queipo, and the 
liberal group writing in the Dzurio de Mexico predicted the outbreak of 
social conflict. In September 1810, after thirty years of continuous rise 
in prices, after the [food] crises of 1785-1786 and 1801-1802, and 
precisely when another inflationary wave reached its peak, Hidalgo 
initiated the [peasant] revolution [against Spain but immediately also 
against the ruling classes] which was to make New Spain an indepen- 
dent country ten years later.* (Florescano 1969: 193-95, quoted in 
Frank 1972: 29) 

* At that time, however, S e w  Spain was under the leadership of the very oligar- 
chic groups which had fought against and defeated both Hidalgo and his successor 
Morelos and their poor peasant army. 
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Sergio Bagu reaches similar conclusions: 

It  is not by chance that the Marquis of Pombal, Prime Minister of 
Portugal, is contemporary of Charles 111 [of Spain]. His government 
was born out of similar necessities, confronted the same enemies and 
heard a national clamor which expressed itself in parallel terms. Of 
course, there are differences. (Bagu 1949: 153)  

One might add that these statesmen responded to similar though 
not identical opportunities. Portugal was dependent on Britain (see 
Chapter 3 ,  section 4), and its ability to finance its import surplus of 
British goods was diminishing with the progressive exhaustion after 
1760 of its major source, the Brazilian gold fields, and with the 
increasing Brazilian inability to compete with French Caribbean 
sugar. The Portuguese reaction, begun under the leadership of 
Prime Minister Pombal, but still continued by his successor after 
1777, was to face the simultaneous crisis in British trade and Brazil- 
ian gold by instituting a forced “import substituting” development 
policy at home and by promoting, through the formation of 
monopoly companies to exploit the North, and particularly 
Maranhao, the development of alternative sources of raw material 
income from her Brazilian colony. In Portugal, manufactures, espe- 
cially textile production, were significantly expanded with state aid, 
as was the merchant marine, which then took advantage of the 
belligerency of the major powers-and the need for vehicles for 
private circuitous remittances of the “servants” of the British East 
India Company (see Chapter 4, section 7)--to extend Portuguese 
shipping and invisible earnings. Total Portuguese trade increased 
sixfold between 1774 and 1800, Portugal’s imports from Britain 
declined, and its balance of trade turned favorable for various years 
during the period (Sideri 1970: 99-1 11). In R/laranhao, Portugal took 
advantage of wartime interruptions in the supply of Caribbean cot- 
ton and North American rice to increase earnings from slave labor in 
its new colony. But it was all too little and too late. From the 
beginning of the nineteenth century onward, Portugal Lvould 
relapse-even losing, as a side effect of the Napoleonic R’ars, its 
Brazilian colony (which would also languish until the development 
of coffee in the South)-and Portugal would again become the 
model, selected by Ricardo in 1817, to illustrate the “comparative 
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advantage” of the exchange of British manufactures for the world’s 
raw materials. 

4. Exploration and Expansion 
in the PaciJc 

Like other generally depressive phases, the one between 1762 and 
1789 witnessed a European explorative and expansive movement 
into new areas, this time into the Pacific. The outbreak of hostilities 
among the English, French, and Spanish in 1739 (the War of the 
Austrian Succession and Jenkin’s Ear) and the Anglo-French rivalry 
in Asia and especially India regenerated interest in a new route to the 
Orient. The search would soon be renewed for the long-sought 
northwest passage as well as for a northeast and southwest passage. 
In connection with the search for the southwest passage, interest 
revived in the discovery of the Terra Australis Incognita, long since 
“known” to occupy much (more than Australia) of the South Pacific 
region. Two British expeditions to find the northwest passage 
through Hudson’s Bay failed in the 1740s. 

It was not until after the Seven Years War that the Pacific enter- 
prise began in earnest. In 1762 the British captured from the 
Spaniards not only Manila in the Pacific, but also Havana in the 
Atlantic, though both were later returned as part of the peace 
settlements. In 1763-1 764 both France and Britain dispatched naval 
expeditions to the Malvina/Falkland islands off the coast of Argerl- 
tina. Lord Egmont, Britain’s first lord of the admiralty, referred to 
these islands on the eastern approaches to the Straits of Magellan as 
“the key to the whole Pacific Ocean”; and for good measure he added 
optimistically that “this island must command the ports and trade of  
Chile, Peru, Panama, Acapulco and, in one word, all the Spanish 
territory in that sea. It will render all our expeditions in those parts 
most lucrative to ourselves, most fatal to Spain” (quoted in G. 
Williams 1966: 161, 191). 

Similar though lesser ambitions or illusions were entertained 
about the island of Juan Fernandez, reputedly that of Robinson 
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Crusoe (whose adventures reflect the spirit of the times; see Hymer 
197 l),  off the coast of Spain. it turned out, the importance of these 
islands was vastly exaggerated; nonetheless, Britain has to this date 
refused Argentina’s demand for the “return” of the ,Valvinas/Falkland 
islands. 

The expeditionary thrust into the Pacific came with the voyages of 
John Byron in 1764-1765, Philip Carteret in 1766-1768, Louis 
Antoine de Bougainville in 1767-1768, and most notably with the 
three voyages of Captain Cook in 1768-1771, 1772-1775, and 1776, 
the last of which was also designed to challenge the Russian thrust as 
well as Spanish suzerainty in North America. On this voyage, Cook 
turned northeastward after leaving Tahiti, “discovered” the 
Sandwich or Hawaiian Islands and reached California and the Puget 
Sound region (the present State of Washington in the United States 
and British Columbia in Canada). The mysterious continental Terra 
Australis Incognita remained unknown, of course; but the voyages 
served to open the door to the future European colonization of the 
Polynesian and Melanesian South Pacific islands as well as S e w  
Zealand and Australia, where the first shipment of British convicts 
was landed at Botany Bay on January 20, 1788. 

fi. The American Revolution 
for Independence 

One of the important world-historical consequences of the gener- 
ally depressive economic conditions between 1762 and 1789 was the 
independence of the thirteen colonies of Britain in Sor th  hmerica 
and the formation of the United States. Another was the French 
Revolution. 

Most historians would now agree that Britain’s North American 
subjects generally fared well under a policy of so-called salutary 
neglect and had little cause for complaint. A.  H. Schlesinger (1918), 
among others, argued at the beginning of the present century that 
the colonial regulations of commerce did not seriously restrict the 
colonial fortunes of North America and in many ways promoted 
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them through the colonies’ participation in monopoly privileges. 
British mercantilist attempts to prohibit or even to restrict other 
manufacturing in the northern colonies were largely unsuccessful. 
The British program to produce naval stores in the northern co1onit:s 
for colonial export to Britain did not attain its objectives and rather 
supported hmerican development. And the regulations controlling 
the shipment or transshipment of certain enumerated products of the 
colonial trade between the S e w  World and the European me- 
tropolis, through they adversely affected the agricultural export re- 
gions of the Caribbean and the South, did not hinder and in some 
ways-even if unintentionally-aided northern development and 
manufacturing. This was the case until 1764 of the molasses trade 
(despite the unenforced Molasses Act of 1733), which played an 
important role in generating northern distilleries of rum. ‘The molas- 
ses trade in turn developed into an important item or link in thie 
whole pattern of northern overseas trade and local capital accumu1:i- 
tion, as we shall see below. There is now substantial agreement (for 
example, Harper 1964: 41) with Beard (1941) and Schlesinger (19113: 
19-20) that laws against manufacturing did not adversely affect thie 
northern colonies and that trade regulations did not seriously affect 
their interests before 1763. Another American historian, writing at 
the same time as Schlesinger, argued: 

We hare lost sight of the fact that the amount of taxation imposed by 
England was insignificant in amount, and could not possibly be now 
considered as a serious burden. , . , Here again we lose sight of the 
fact that these commercial restrictions were in existence for a century 
without serious opposition, were vastly more liberal than those enjoyed 
by any other colonies in the world and had not prevented the colonies 
from making such progress in wealth and population as to attract the 
attention of all Europe. (Callender 1965: 122) 

Only after the Peace of Paris in 1763, having incurred large debts 
in the preceding Seven Years War but having eliminated the French 
threat from North America (as well as from India), did the British 
impose new onerous revenue-generating regulations on their t\meri- 
can colonies, which these writers and others argue interfered with the 
normal good business of the North American traders. This interfer- 
ence propelled the dominant merchants in the North to form an 
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alliance with indebted southern planters and to issue the Declaration 
of Independence in 1776. But before we can fully appreciate the 
significance of the American Revolution for independence, it is 
important to understand the peculiarities of the early development of 
Britain’s colonies in northeastern America, and in particular their 
insertion, participation, and function in the expanding system of 
mercantile capitalism and the process of world capital accumulation. 

Adam Smith offered some explanations to account for the 
socioeconomic and political differences between the North and the 
South and other colonies. The settlement pattern and distribution of 
landownership in the North, as well as the relatively high wage level 
associated with the nonwage opportunities that these offered (as 
Marx also observed) cannot be simply explained by the physical 
availability of land, since it was initially greater in the South and 
elsewhere. On the contrary, it was the relativepoverty of the land 
and climate, as well as, of course, the nonexistence of mines, in the 
Northeast which explains why access to it was less foreclosed than it 
was in the South and elsewhere. It was the possibility of extracting a 
profit from the land in the South-essentially through production 
for export-much more than in New England or even the grain 
regions of the R/liddle Atlantic states which was determinant in 
differentiating these regions. But this profit was possible in the 
South, as in the Caribbean, only if free access to land was limited by 
its monopolization in the best areas and by further restrictions on the 
mobility of labor through servitude or slavery, which were not 
profitable in the North. 

These different profit possibilities also explain, as Smith ob- 
served, the reasons for the British “neglect” of the North relative to 
the “attention” devoted by the British (and French) to the South and 
to the sugar islands in the Caribbean and by the Spanish to their 
mining, though not their Caribbean and other possessions. If this 
attention did not make the colonies “thrive” better, as Smith re- 
marked, it was of course because the political and economic controls 
and institutions that characterized such “attention” were designed 
precisely to exploit and develop the profit possibilities more 
efficiently-while the “neglect” of the northern colonies left them 
more nearly to fend for themselves. “British capital had little inter- 
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est” in New England, observes Stuart Bruchey (1966: 40); and 
Curtis Nettels (1956: 10) argues that “the policies that affected the 
Middle Colonies and New England differed materially in character 
and effect from the policies that were applied to the South.” The 
same may perhaps be said for some other “neglected” regions of the 
New World which, like New England, did not then have the mode 
of production and the exploitative colonial systems of the mining and 
plantation regions and which were not therefore already condemned 
to underdevelopment during mercantile capitalist times. But these 
other regions did not also share the peculiarly privileged participa- 
tion of New England in mercantile capitalist development. 

That which most particularly and unhappily distinguishes most of 
these Northern British Colonies, from all others, either British or any 
other nation, is, that the soil and climate of them, is incapable of 
producing almost anything which will serve to send directly home to 
the l lother  Country. Yet notwithstanding this fatal disad\ antage, their 
situation and circumstances are such, as to be obliged to take off, and 
consume greater quantities of British A4anufacturies, than any other 
Colonies; their long cold winters call for much clothing, but their deep 
and lasting snows, make it impossible to keep sheep, and thereby 
procure wool to supply that demand. Again, the same long winters, 
prevent the labour of slaves being of any advantage in the Colonies; 
this, together with almost endless countries lying back, yet to be settled 
and with inhabitants, makes hands so scarce, and labour so dear, that 
no kind of manufacturies can be set up and supported in these Colonies: 
and thus it appears on one hand, that the inhabitants are obliged by 
necessity to take great quantities of goods from the ,Mother Country; so 
on the other, it is no less evident that nature hath denied them the 
means of returning anything directly thither to pay for those goods. 

When these singular circumstances are fully known, and duly con- 
sidered, it will easily be found \\ hat the cause is, that a much greater 
number of ships and smaller vessels are employed by the people of 
these Colonies, than of any others in the world: unable to make remit- 
tances in a direct way they are obliged to do it by a circuity of 
commerce, unpractised by and unnecessary in any other Colony. The  
commodities shipped off by them are generally of such a nature, that 
they must be consumed in the country where first sold, and will not 
bear to be reshipped from thence to any other; from hence it happens 
that no one market will take off any great quantity; this obliges these 
people to look out for markets in ekery part of the world within their 
reach, where they can sell their good for any tolerable price, and 
procure such things in return, as may serve immediately, or by severale 
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commercial exchanges, to make a remittance home. (“.in Essay on the 
Trade of The Northern Colonies of Great Britain in Sorthe .%merica: 
1764” in Callender 1965: 51- 52)  

In the first seven decades of the eighteenth century Anglo- 
American trade had increased five- or sixfold, from an annual aver- 
age of balanced imports and exports of about f266,000 in the first 
decade to a still balanced annual average of f730,000 in each direc- 
tion in the decade prior to 1745 (exports of f646,OO from England 
and imports of f617,000 during the fourth decade). After that, al- 
though the total Anglo-,\rnerican trade continued to increase, it 
became increasingly imbalanced, until American imports from Brit- 
ain reached an annual average of &3,280,000 in the years 1770-1774, 
while American exports to Britain amounted to only f1,334,000 
(U.S. Bureau of the Census 1960: 757). This bilateral trade deficit of 
all the hmerican colonies put together signifies much greater real 
imbalances among the individual colonies. 

The northeastern colonies came to occupy a position in the expand- 
ing world mercantile capitalist system and in the process of capital 
accumulation which permitted them to share in the latter as a 
submetropolis of Western Europe with respect to the exploitation of 
the South, the West Indies, and indeed Africa, and indirectly the 
mining regions and the Orient. This privileged position, not shared 
by others in the New World, must be considered as a crucial factor in 
the economic development of the northeast during colonial times and 
in its successful political policy of independence and further de- 
velopment thereafter. This privileged position and role impinged on 
northern transport, mercantile and financial participation in south- 
ern and western export (and import) trade, the northeast’s advan- 
tageous participation in the West India trade, the slave trade, and 
indeed world trade; northeastern manufacturing development 
largely for export; and the associated capital accumulation and con- 
centration in northern cities. 

While the southern plantation export colonies of Georgia and 
Carolina maintained a roughly balanced trade and often even an 
export surplus, Virginia and Maryland already had a modest import 
surplus with England. The northern New England and Middle 
Atlantic colonies imported much more from England than they 
exported to that country: about five times as much in the case of 
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New England and up to ten times as much in the case of Pennsyl- 
vania. 

The  only articles produced in the colony [Rhode Island], suitable for 
remittance to Europe consist of some flax seed and oil, and some few 
ships built for sale; the whole amounting to about fS000 per annum 
. . . all of which bears but a very inconsiderable proportion of the debt 
contracted for British goods. It can therefore be nothing but commerce 
which enables us to pay it. As there is no commodity in the colony 
suitable for the European market, but the few afore-mentioned; and as 
the other goods raised for exportation, will answer no market but in the 
M’est Indies, it necessarily follows that the trade thither must be the 
foundation of all our commerce; and it is undoubtedly true, that solely 
from the prosecution of this trade with other branches that are pursued 
in consequence of it, arises the ability to pay for such quantities of 
British goods. (Remonstrance to the Board of Trade, passed by the 
Rhode Island Legislature, January 24, 1764, in Stavrianos 1966a: 1 18) 

Not just Rhode Island, but all the North American colonies, 
particularly in developing New England, were heavily dependent on 
the trade with the West Indies and the market that was generated by 
the West Indies’ mode of production. 

In 1770 the continental colonies sent to the West Indies nearly one- 
third of their exports of dried fish and almost all their pickled fish; 
seven-eights of their oats, seven-tenths of their corn, almost all their 
peas and beans, half their flour, all their butter and cheese, over 
one-quarter of their rice, almost all their onions; five-sixths of their 
pine, oak and cedar boards, over half their staves, nearly all their hoops; 
all their horses, sheep, hogs, and poultry; almost all their soap and 
candles. As Professor Pitman has told us, “It was the wealth accumu- 
lated from the West Indian trade which more than anything else 
underlay the prosperity and and civilization of h-ew England and the 
Middle Colonies.” (E. Williams 1966: 108) 

R/loreover, New England capital accumulation was substantially 
based on its own corner of the larger triangular trade. 

By the middle of the eighteenth century the New England slave trade 
was three-cornered, like the Liverpool trade, but it was simpler and 
e\Ten more symmetrical. Eisentially it was based on three commodities: 
rum, slaves and molasses. its home port the vessel would take on a 
cargo consisting chiefly or entirely of rum. . . . In Africa the rum 
would be exchanged for as many slaves as it would buy, often at the 
rate of two hundred gallons per slave. The  black cargo would be sold to 
the West Indies, and part of the proceeds invested in molasses, usually 
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purchased in the French or Spanish Islands, where it was cheaper. On 
the final leg of the voyage, the vessel would carry the molasses back to 
New England, to be distilled into more rum, to buy more slaves. 
(Mannix and Cowley 1962: 159-60) 

Benjamin Franklin, testifying to a committee of the British House 
of Commons in 1766, explained further how his Pennsylvania could 
import f500,000 worth of goods from Britain each year while export- 
ing only f40,000 in return as he answered the question, “How then 
do you pay the balance?” 

The balance is paid by our produce carried to the West Indies, and sold 
in our own islands, or to the French, Spaniards, Danes and Dutch; by 
the same carried to other colonies in North-America, as to New Eng- 
land, Nova Scotia, Kewfoundland, Carolina and Georgia, by the same 
carried to different parts of Europe, as Spain, Portugal and Italy. In all 
which places we receive either money, bills of exchange, or com- 
modities that suit for remittance to Britain; which together with all the 
profits on the industry of our merchants and mariners, arising in those 
circuitous voyages, and the freights made by their ships, center finally 
in Britain, to discharge the balance, and pay for British manufactures 
continually used in the province, or sold to foreigners by our traders. 
(Quoted in Faulkner 1960: 80-81) 

John Adams, one of the fathers of North American independence 
and freedom, noted the divine wisdom and benevolence of this 
whole mercantile capitalist system and development: “The com- 
merce of the West Indian Islands is part of the hmerican system of 
commerce. They can neither do without us, nor we without them. 
T h e  Creator has placed us upon the globe in such a situation that we 
have occasion for each other” (quoted in E. Williams 1966: 121). 
Thus the surplus of goods imported from Britain was covered, (as 
the above quotations from contemporary documents and contem- 
porary spokesmen record) by IVorth American earnings from mer- 
chandize exports and services to other areas, principally the West 
Indies, Southern Europe and Africa. The  pattern of trade of the 
northern and southern hmerican colonies prior to their indepen- 
dence is summarized in the accompanying table. 

T h e  commerce between Britain and its North American colonies 
and its importance for the former was described and summarized by 
the merchants of London and Bristol, when they petitioned parlia- 
ment in 1775 to remedy the causes and consequences of the Ameri- 
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Table Y . 1  
Colonial American Exports and Imports, I769 

(in thousands of poundr sterling) 

TolFrom North* South Total* * 

Exports Imports Exports Imports Exports Imports 

Britain 284 504 1,247 1,100 1,531 1,605 
West Indies 556 594 192 195 748 790 

Africa 20 1 1 151 20 152  

Total** 1,195 1,155 1,657 1,469 2,852 2,623 

South Europe 3 36 55 217 2 2  553 77 

SOURCE: E. R. Johnson et al., Histoy of Domestic and Foreign Commerce of the Unittd 
States, cited in Faulkner 1960: 82. 

** Differences between totals and breakdown are due to rounding. 
* North includes all colonies north of Maryland. 

can embargo against British goods. This embargo had reduced 
American imports of British goods from over f 2 . 5  million in 1774 to 
less than f200,OOO in 1775. The petition stated: 

That the petitioners are all essentially interested in the trade to North 
America, either as exporters and importers, or as vendors of British and 
foreign goods for exportation to that country; and that the petitioners 
have exported, or sold for exportation, to the British colonies in North 
America, very large quantities of the manufacture of Great Britain and 
Ireland, and in particular the staple articles of woollen, iron, and linen, 
and also those of cotton, silk, leather, pewter, tin copper, and brass, 
with almost every British manufacture; also large quantities of foreign 
linens and other articles imported into these kingdoms, from Flanders, 
Holland, Germany, the East Countries, Portugal, Spain, and Italy, 
which are generally received from those countries in return for British 
manufactures; and that the petitioners have likewise exported, or sold 
for exportation, great quantities of the various species of goods im- 
ported into this kingdom from the East-Indies, part of which receive 
additional manufacture in Great Britain; and that the petitioners receive 
returns from North .4merica to this kingdom directly, viz. pig and bar 
iron, timber, stares, naval stores, tobacco, rice, indigo, bees u ax, pot 
and pearl ashes, drugs and dying woods, with some bullion, and also 
wheat flour, Indian corn and salted provisions, when, on account of 
scarcity in Great Britain, those articles are permitted to be imported; 
and that the petitioners receive circuitously from Ireland (for flax seed, 
&c. exported from North America) by bills of exchange on the mer- 
chants of this city trading to Ireland, for the proceeds of linens, &c. 
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imported into these kingdoms from the West Indies; in return provi- 
sions, lumber and cattle, exported from North ;\merica, for the use and 
support of the West India islands, by bills of exchange on the West 
India merchants, for the proceeds of sugar, molasses, rum, cotton, 
coffee, or other produce, imported from those islands into these king- 
doms; from Italy, Spain, Portugal, France, Flanders, Germany, Hol- 
land, and the East Countries, by bills of exchange or bullion in return 
for wheat flour, rice, Indian corn, fish, and lumber, exported from the 
British colonies in North America, for use of those countries. (Quoted 
in Callender 1965: 155-56) 

For their part, the West India planters, similarly alarmed, 

if the Acts and the parts of Acts of the British Parliament therein 
mentioned, are not repealed, they [the .imericans] would not directly 
or indirectly, export any merchandise or commodity whatsoever to the 
W’est Indies; and representing to the House that the British property in 
the IVest India islands amounts to upwards of f30 million sterling; and 
that a further property of many millions is employed in the commerce 
created by said islands, a commerce comprehending Africa, the East 
Indies and Europe; and that the whole profits and produce of those 
capitals ultimately center in Great Britain, and add to the national 
wealth, while the navigation necessary to all its branches, establishes its 
strength which wealth can neither purchase nor balance . . . and 
therefore praying the House, to take into their most serious considera- 
tion the great political system of the colonies heretofore so very bene- 
ficial to the mother country and her dependencies, and adopt such 
measures as to them shall seem meet, to prevent the evils with which 
the petitioners are threatened, and to preserve the intercourse between 
the West India islands and the northern colonies, to the general harmony 
and lasting benefit of the whole British empire. (Quoted in Callender 
1965: 157-59) 

petitioned parliament the same year that: 

The schoolbooks teach us that the Americans rose up against “taxa- 
tion without representation” and certain commercial restrictions. 
But, as has often been observed, “the more rigid enforcement after 
1763 no doubt increased their injurious effects, but even then it is 
impossible to make them out a grievous burden” (Callender 1965: 
122). 

We may ask with Guy Callender: “Why, then, did they, along 
with insignificant taxes, stir up such fierce opposition? Why were 
the Americans willing to endure the horrors of a long and costly war 
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for what seems now so small a cause” (1965: 122)? In answer, Callen- 
der suggests: 

=\ partial explanation may be found in the economic and social condi- 
tions existing at the time. In  the first place, there was economic depres- 
sion in nearly all the colonies during the ten years which preceded the 
war. This chiefly affected the commercial classes in New England and 
the middle colonies, and was no doubt connected more or less with the 
more rigid enforcement of the commercial restrictions. Commerce, it 
must be remembered, was the chief source of private fortune in these 
colonies, and almost every prominent man was connected with it. 
Economic depression in Virginia had nothing to do with commerce, 
but affected the planter class, and was even more serious than in New 
England. It was natural enough that a people already suffering eco- 
nomic depression should feel strong opposition to any increase of 
taxation, however slight, and be irritated by any changes in commercial 
regulations likely to affect them. It was not alone an excessive devotion 
to abstract principles of constitutional and political rights which caused 
so much agitation and excitement in Massachussetts and Virginia. It  
was the fact that those abstract principles were invoked to remedy an 
economic depression which was seriously felt. (1965: 122-23) 

Other historians agree: 
The  most cursory examination of the factors in the controversy leading 
to the Revolution, as suggested in this chapter, leads one to discard 
quickly the old theory that the Revolution occurred because an English 
despot was seeking to regain his lost powers, as well as the other 
explanation that it was fought in protest to taxation without repre- 
sentation. Deep-seated causes of long standing were behind it. . . . 
Cndoubtedly one potent cause in bringing about the separation was the 
period of depression or “hard times” which preceded the Revolu- 
tion. . . . T h e  hard times in England were reflected in America; 
decreased buying power in England combined with the enforcement of 
the mercantile system was disastrous. (Faulkner 1960: 125, 123) 

Chester Wright remarks that: 
the abnormal conditions that mark this period as a whole exercised such 
great influence on the immediate course of events and varied so from 
time to time it is necessary to divide the period into sections corre- 
sponding to the changes in general conditions and so make the account 
more nearly a chronological narrative than for other periods; only thus 
can the rapid changes and extensive interaction of the various develop- 
ments be explained. Along with this narrative of wartime reactions and 
their aftermath, often closely influenced by them, will be found de- 
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velopments tending to bring enduring changes in the structure of 
industrial society. (Wright 1941: 189) 

We may then briefly follow Wright and other historians in reviewing 
the highpoints of this chronological narrative. hptheker recalls: 

the exacerbations were aggravated or alleviated by fluctuations in busi- 
ness conditions. In the 17SO’s, prior to the Seven Years’ War, there was 
a recession in the colonies; with the war, until 1763, an upturn. Reces- 
sion followed, to the point of rather severe depression from 1764 
through 1769, an upturn starting in 1770 lasted for about two years; 
then from 1772 to the outbreak of actual hostilities in 1775 the colonial 
economy was in the grip of recession. Of course, depression then, as 
now, meant unemployment, falling prices for farmers and merchants, 
special hardship for debtors, increased bankrupcies-all of which re- 
flected itself politically in increased restlessness and sharpened dissatis- 
faction with the status of subordination to the interests of the British 
rulers. (Aptheker 1960: 34-35) 

The Seven Years War and the 1763 settlement a t  the Peace of 
Paris aggravated economic problems for the British, which were 
already concerned with those generated by the economic recession 
that had begun two years earlier in 1761. Indeed, it has been claimed 
that the British chose to make an early peace and, through the new 
Bute government, agreed unnecessarily to French demands because 
the economic recession rendered the continuation of the war exces- 
sively burdensome. Thus the economic recession served to raise the 
political fortunes of the “little Englanders” represented by Bute as 
against the more “imperial” interests represented by the Pitt admin- 
istration which had started the war. One consequence of the war and 
the peace settlement was the elimination of the French threat in the 
trans-Appalachian-Mississippi region. This tilted the political bal- 
ance in the longstanding conflict between the English settlers and the 
fur traders, whose interests were virtually mutually exclusive, in 
favor of the latter. A royal proclamation in 1763 forbade land grants 
and settlement beyond a “proclamation line” running through the 
crest of the Allegheny-Appalachian mountain ridge. This prohibi- 
tion adversely affected the interests of “little people,” intent on 
moving westward in the North and especially in the South, and 
infuriated the land speculators allied t o  the urban commercial for- 
tunes. The economic interest tied to the fur trade, and concentrated 
more particularly in regions that later remained loyal to the British 
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and formed the nucleus of present-day Canada, were, on the con- 
trary, favored by the measure. 

The recession conditions, the vast war debt, and the elimination 
of the French threat in North America encouraged the British to 
increase the taxes on the L%mericans, who, it was claimed, were 
beneficiaries of the war; to extend the administration of the colonies; 
and to intensify the pacification campaign against the Indians, which 
required military and other expenditures. The result was the Sugar 
Act of 1764, the Quartering [of troops] ,4ct of 1765, and the now 
notorious Stamp Act of 1765, which first levied direct taxes on the 
colonists. Opposition to the Stamp Act achieved its repeal in 1766, 
though in the Declaratory Act of the same year, the Crown 
reaffirmed its right in principle to levy such charges. In the next 
year, 1767, new customs duties were levied through the Townshend 
Acts. Probably far more important, though less readily visible in its 
effects, was the 1764 prohibition against the issue of bills of credit or 
paper money in all of the colonies. This resulted in a deflationary 
shortage of money and severe hardship to debtors-always more 
populous and poorer than the creditors-who had incurred their 
debts during inflated wartime conditions. 

So far as the colonists actually experienced economic losses, it is proba- 
ble that the general depression and the scarcity of money were by far 
the most important causes responsible for them, and that the Sugar Act 
and the Stamp Act were minor factors. Yet it was these acts, particu- 
larly the Stamp Act, the burden of which on the masses could not have 
been great since the estimated receipts were only between I S  and 20 
centsper capita, that aroused the greatest outcry. . , . These facts made 
the Stamp Act the strategic point of attack against which these [more 
well-to-do] groups could most easily rally the masses whose suffering 
and discontent were chiefly caused, though only half understood, by 
other conditions. The  ignorance of the masses about the real causes in 
the complex operation of economic forces under which they suffer in a 
period of depression and about the proper remedies thereof has been 
used throughout history in manifold and devious ways to further the 
purposes of some special groups. (Wright 1941: 194) 

Beginning in 1770, coincident with (and, it may be argued, in 
consequence of) the renewed short cyclical economic upturn, there 
was a change of policy both in England and North America. The 
new ministry of Lord Sor th  in England responded to the American 
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nonimportation policy by repealing all of the Townshend Act duties, 
except that on tea, which, being a non-English product, was main- 
tained as a matter of principle. For their part, the more conservative 
northern merchants in New York, Philadelphia, and elsewhere- 
apparently frightened by the prospect that the popular wrath that 
they had unleashed would swell beyond their control and turn 
increasingly against property, law and order, and themselves- 
opted for conciliation and repealed the nonimportation agreements, 
also except for tea and other dutiable articles. The following tbvo 
years of relative economic prosperity were also years of renewed 
political calm and significantly reduced political support for the 
more radical leadership. 

The year 1773 brought on the economic and political events which 
were to lead to the Lexington and Concord “shot heard around the 
world” on April 19, 1775, and to the Declaration of Independence 
on July 4, 1776. Recession set in again. hieanwhile, halfway around 
the world, the British East India Company’s ravaging administration 
of its newly conquered Indian territories had brought on, simultane- 
ously, the severe famine of 1770-1772 and the rirtual bankruptcy of 
the company. The collective fortunes of this company were sac- 
rificed under Clive to the private ones of its “servants,” i.e., the 
administrators and especially Clive himself (see Chapter 4, section 
7). In India, Clive was replaced in 1772 by M’arren Hastings, repre- 
senting parliament; and in Britain the parliament was persuaded to 
safeguard the national interest and that of the company’s stock- 
holders by finding a suitably profitable market for the stock of 
otherwise unsaleable tea on hand. The result was the Tea Act of 
1773, which sought to dump the tea under what amounted to 
monopoly privileges for the company on the market of the Ameri- 
cans. The ,4mericans reacted by dumping it in Boston Harbor 
during the Boston Tea Party, locking it up in warehouses, or send- 
ing it back to England. The British reaction was to seek the -Ameri- 
can payment of damages to the company through the Intolerable and 
Quebec Acts of 1774, both of which signified an escalation from 
economic demands to political repression. .Although formal inde- 
pendence had been and still was far from the intention of most 
American colonists, the subsequent events precipitated its declara- 
tion in 1776 and its achievement after the war. 

“Was the revolution a majority movement?” asks Aptheker, and 



Depression and Revolution 203 

what were the class interests, conflicts, and alliances involved? Opin- 
ions still differ. But perhaps there may be common agreement on a 
summary such as the following: 

We may now raise the questions: What groups or economic interests 
were injured by these various acts of England? Who led in the opposi- 
tion aroused? What were the results? Doubtless all groups except the 
relatively self-sufficing frontier settlements suffered more or less from 
the economic depression, though it was chiefly felt in the larger trading 
centers; and the tobacco planters were particularly hard hit during the 
decade. Next in importance, judging by the number affected, and 
closely bound up in its influence with the depression, was the prohibi- 
tion of paper money which especially affected the debtor classes of the 
middle and Southern colonies. The prohibition of western land grants 
directly affected only a small, though rather influential group interested 
in land speculation. The Stamp A4ct chiefly concerned lawyers, pub- 
lishers, and traders, who were an influential group and in a good 
position to arouse popular opposition. The duties imposed by the Sugar 
Act [and later customs duties] hurt the traders, the small group of rum 
manufacturers, and consumers of some luxuries; besides they threat- 
ened to lower the market prices for exports to the West Indies and 
check the inflow of specie from that source, thus spreading the losses to 
other groups. (Wright 1941: 193-94) 

The American War of Independence-and perhaps even the very 
decision to declare independence-was additionally related to the 
English, French, and Spanish rivalry in the construction of empire 
and accumulation of capital in the eighteenth century. Already 
months before the conclusion of the Seven Years War at the Peace of 
Paris in 1763, the French minister Etienne FranGois de Choiseul had 
made plans for a future Franco-Spanish alliance, intending to reiniti- 
ate hostilities against England within five years (G. Williams 1966: 
189). Though de Choiseul was removed from office by his “con- 
tinentalist” political opponents and the renewal of war did not come 
to pass in the decade of the 1760s, the underlying conflict and 
French interest in regaining lost ground remained. It is in this 
context that the senior American diplomat-statesman, Benjamin 
Franklin, in a letter dated December 19, 1775, addressed the follow- 
ing inquiry to his contacts in France shortly before the American 
Declaration of Independence: 

It gives us great pleasure to learn from you that “all Europe wishes us 
the best success in the maintenance of our liberty.” But we wish to 
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know whether any one of them, from principles of humanity, is dis- 
posed magnanimously to step in for the relief of an oppressed people, or 
whether if, as it seems likely to happen, we should be obliged to break 
off all connection with Britain, and declare ourselves an independent 
people, there is any state or power in Europe who would be willing to 
enter into an alliance with us for the benefit of our commerce, which 
amounted, before the war, to near seven million sterling per annum, 
and must continually increase, as our people increase most rapid- 
ly, (Franklin, quoted in Callendar 1965: 163) 

Another letter, dated March 3 ,  1776, authorized an American who 
had been sent to Paris to take the following action: 

You will be able to make immediate application to Monsieur de Ver- 
gennes, ministre des affaires etrangeres . . I that you request an audi- 
ence.  . . and then acquaint him . , . that France had been pitched on 
for the first application [for arms and munitions], from the opinion that 
if we should, as there is great appearance we shall, come to a total 
separation from Great Britain, France would be looked upon as the 
power whose friendship it would be fittest for us to obtain and culti- 
vate. That  the commercial advantages Britain had enjoyed with the 
Colonies had contributed greatly to her late wealth and importance. 
That it is likely great part of our commerce will naturally fall to the 
share of France, especially if she favors us in this application, as that 
will be a means of gaining and securing the friendship of the Colonies; 
and that as our trade was rapidly increasing with our increase of people, 
and, in a greater proportion, her part of it will be extremely valuable. 
That the supply we at present want is clothing and arms for twenty-five 
thousand men, with a suitable quantity of ammunition, and one hundred 
field pieces. That we mean to pay for the same. (Franklin, quoted in 
Callender 1965: 164-65) 

And on January 5, 1777, Franklin wrote further to Vergennes 
himself: 

As other princes of Europe are lending or hiring their troops to Britain 
against America, it is apprehended that France may, if she thinks fit, 
afford our independent States the same kind of aid, without giving 
England any cause of complaint. But if England should on that account 
declare war, we conceive that by the united force of France, Spain, and 
America, she will lose all her possessions in the West Indies, much the 
greatest part of that commerce which has rendered her so opulent, and 
be reduced to that state of weakness and humiliation which she has, by 
her perfidy, her insolence, and her cruelty, both in the east and the 
west, so justly merited. . . , North America now offers to France and 
Spain her amity and commerce. . . . The interests of three nations are 
the same. (Franklin, quoted in Callender 1965: 166-67) 
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France did of course enter the war on the side of America, perhaps 
less from principles of humanity than from commonality of interest. 
Although Franklin’s promises proved to be exaggerated, British 
fortunes did indeed fall, obliging that country to cut its losses, 
acceding to A4merican independence after the battle of Yorktown. 
When Britain entered the Treaty of Versailles with France and 
Spain, although tactically strengthened by some last minute vic- 
tories elsewhere, it was strategically weaker than at any previous 
peace settlement of the eighteenth century. 

Paradoxically, though understandably, it was America’s allies 
who then sought to press their respective claims and to confine the 
new nation to the Atlantic seaboard; and it was the British secretary 
of state, the Earl of Shelburne, who, in the anticipation of a larger 
market for continued Anglo-American trade (an anticipation that was 
to be confirmed by history) challenged the territorial and strategic 
pretension of France and Spain, and insisted that ,American territory 
should extend to the ,Mississippi. The Americans, for their part, had 
to determine what economic and political organization to institute in 
their new country, or more accurately thirteen countries. Their 
ill-fated confederation lasted less than a decade and was replaced by 
the United States of America under the Constitution of 1787. I have 
no wish to participate in the still-ongoing debate that was launched 
by Charles Beard with the publication in 1913 of An Economic 
Interpretation of the Constitution, and will here merely register my 
agreement with Beard’s contemporary, Guy Callender, who ob- 
served: 

There has always been a disposition to hold the old confederation 
responsible for the economic difficulties of the time, and to give to the 
new government, which followed it, credit for the prosperity which 
came with its establishment. There is very good reason, however, for 
thinking that the causal relation between economic and political condi- 
tions is really the reverse of this. Economic conditions, over which 
government had little or no control, wrecked the old confederation; 
while a prosperity, slowly prepared by influences that were for the 
most part independent of politics, smoothed the way for the establish- 
ment of the new government and insured it extraordinary success. T h e  
reasons for this view may be briefly stated. From an economic point of 
view, the decade following the Revolution represents one of those 
cycles of commercial speculation, crisis, hard times and gradual return 
to conditions of prosperity, which has been repeated so often in our 
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history. . . . It was well recognized that prosperity depended upon 
foreign trade, and large imports were made in the expectation that even 
larger markets for exports would be opened than had been enjoyed in 
colonial times. But these markets were not opened; the expectations of 
the merchants were not fulfilled; and a crisis followed. . . . It is 
difficult to see how the old confederation, if it had possessed all the 
efficiency which had been given to the new government, could have 
done anything to remedy the situation. The root of the difficulty was 
the dislocation of our commercial relations with the rest of the world 
[which was in the throes of recession]. . . . T h e  defects of the old 
confederation were then in no way responsible for the hard times. It 
had not produced them, nor could the best government in the world 
have removed them. It  could only have enabled the people to endure 
them with more equanimity. If it is impossible to connect the hard 
times of the early part of the period with the old confederation, so it is 
impossible to attribute the return of prosperity to the influence of the 
new government. Before it came into existence, the signs of improve- 
ment were plainly evident. . . . As has happened so often in our later 
history, the foundation of returning prosperity was laid before political 
action was taken. The  new government came into existence just in time 
to receive the credit for improved economic conditions and to be floated 
into power and popularity by that prestige. (1965: 180-82) 

Curtis Nettels seems to agree, and in his recent book, The 
Emergence of a National Economy, 1775-1815, devotes two chapters to 
“Postwar Trade and Depression” and “Depression Remedies .” 
Nonetheless. he states: 

the men who deplored the weaknesses of the postwar economy ascribed 
them to certain features of the central government under the Articles of 
Confederation. Congress lacked the power to tax and therefore suffered 
the inadequacies of poverty. Since the states could levy duties on 
imports and exports, Congress could not create a national free trade 
area or put pressure on foreign powers by means of concessions or 
reprisals. The  states possessed the decisive powers over money and 
credit and did not use them to provide the country with a uniform and 
stable currency. The  Articles did not equip the Union with the money 
or the authority essential for sustaining a national army. Lack of mili- 
tary force and of diplomatic prowess enfeebled Congress in its efforts to 
deal with the formidable problems of the West. (Nettels 1962: 90) 

These were not abstract weaknesses in general, but institutional, or 
rather political, limitations that made themselves concretely felt 
precisely during the depression years, in which internationally the 
American balance of trade was suffering-exports had declined by 
half-and the Western frontier required defense, or at least dissuasive 
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power, against the Spaniards and the French. At the same time 
internal state governments, under the pressure of popular discontent 
and rebellions such as Shays’ in 1786 in Massachusetts, continued 
to issue paper money, thereby favoring the numerous debtors 
against the fewer richer lenders and merchants. A brief partial 
recovery before the middle of the decade, reminiscent of the years 
just preceding the revolution itself, had reduced political agitation 
from below and the interest of the propertied groups in more 
effective-and more repressive-state institutions. But the more 
acute economic downturn of 1785-1786 and the massive popular 
political movements, such as Shays’ Rebellion in 1786, renewed and 
increased political support for the federalists (Wright 1941: 230-40). 

Writing “beyond Beard” (Staughton Lynd’s term), who partially 
confused agriculturalists, the poor, and southerners in lumping them 
into the opposition, and beyond Robert Brown, who, in criticizing 
Beard, went to the extreme of assigning middle-class status to almost 
everybody in a supposedly classless society, Nettels summarizes: 

The  men who wished to strengthen the central government and who 
took an active part in the movement for the Constitution were desig- 
nated in 1787-1789 as both “nationalists” and “federalists.” . . . The  
original aim of the nationalists was to provide for the payment in specie 
of the wartime debts of the Union. T h e  depression of 1785-1787 then 
emphasized other interests. These included the creation of a single, 
stable, national currency based on coin-a reform that called for the 
surrender by the states of their power to issue paper money. The  
nationalists also wished to deprive state legislatures and state courts of 
their then uninhibited power of favoring debtors at the expense of 
creditors. In addition, the nationalists desired to make the central 
government equal to the task of enlarging foreign markets for the 
exports and the shipping of the Union. A comparable interest was that 
of enabling the central authority to foster domestic manufactures. Also, 
many nationalists regarded a strengthened Union as essential to the 
defense of the West and to the effective development of its resources. 
Finally, the social unrest of the 1780’s convinced apprehensive men that 
a potential national government was needed for the suppression of 
domestic insurrections that might menace the owners of private prop- 
erty. . . . The  nationalists anticipated that such powers might be used 
both to stimulated economic activity and to protect established inter- 
ests. . . . The  program of the nationalists was defensive in several 
respects. It aimed to protect creditors and investors from hostile acts of 
state governments. It also promised to safeguard maritime trade, as in 
the i\/lediterranean, by means of an adequate navy. T o  the West, the 
program offered security from attack by the Indians and from the 
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encroachments of foreign powers. New bulwarks would guard prop- 
erty owners if imperiled by insurrections such as Shays’ Rebellion. The 
underwriting of property would reinforce slavery and assure federal aid 
to slaveowners when threatened by revolts too formidable to be put 
down by local authority. (Nettels 1962: 90-92) 

Staughton Lynd adds: 

the upper-class leaders of the Re\ olution were themselves divided into 
two basic groups, Northern capitalists and Southern plantation own- 
ers, and the Constitution represented not a victory of one over the other 
but a compromise between them. , . . In the 1790’s . . . the coalition of 
sectional leaders which had directed the Revolution and then the 
movement for the Constitution almost at  once broke down. Thus (as in 
most colonial independence movements) a first revolution for national 
independence was followed by a second revolution which determined 
what kind of society the independent nation would become. (Lynd, in 
Bernstein, ed. 1968: 50-51) 

6. The French Revolution 

Another product of the general 1762-1789 depressive cycli- 
cal downswing, it may be said with certainty, was the French 
Revolution of 1789, despite the fact that after nearly two centuries 
argument may still continue about the relative economic position 
and political participation of the various social classes and sectors. 
During much of the eighteenth century, France had achieved sub- 
stantial economic and industrial growth, often at a rate exceeding 
that of Britain (see Chapters 3 and 6). Despite its worldwide defeat at 
the hands of Britain in the Seven Years War, France and its Carib- 
bean colonies enjoyed golden years of prosperity in the decade 
following the Peace of Paris in 1763. Yet exports already had begun 
to stagnate during that decade (Labrousse 1958: 65); and the earlier 
war (or wars) laid the seeds for the renovation (in connection with 
the American Revolution) of Franco-Spanish warfare against the 
British, which together with other factors assumed a critical impor- 
tance in creating the conditions for the French Revolution, namely, 
“distinct . . . prolonged stagnation” in trade and industry begun in 
France by 1772 and “outright recession during the .\merican wars” 
(Crouzet 1967: 148, 153). 
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By 177’8 France was in full and long general economic depression, 
and by 1780 agricultural depression as well. A weak recovery in 
1786-1787 was followed by a renewed downswing beginning in 
1788, lasting until 1791, and marked by the crisis of 1789. Already 
marked by nearly a decade of depression, France now experienced a 
sharp decline in profits and wages; in some sectors production and 
employment fell to 50 percent of 1787 and predepression levels 
(Labrousse 1958: 68). Moreover, the revolution was born in the 
midst of a government financial crisis which was itself the result of 
the debt contracted to carry on the American War of 1777-1783. 
C. E. Labrousse goes so far as to assert that “without the hmericaii 
War there would have been no financial crisis of the government, no 
convocation of the Estates General and no Revolution-at least at 
that time and in the form in which it actually broke out” (Labrousse 
1958: 68). Georges Lefebvre makes a similar assessment: 

We now are well aware that the Revolution of 1789 came to pass only as 
the result of a truly extraordinary and unforeseen coincidence of a 
whole series of immediate causes: a financial crisis of exceptional grav- 
ity stemming from participation in the war of the -\merican colonies; a 
crisis of unemployment engendered by the treaty of commerce of 1786 
with England and war in Eastern Europe; and finally a crisis of rising 
prices and misery provoked by the bad harvest of 1788 and by the edict 
of 1787 which, by authorizing the export of grain, had emptied the 
storehouses. But these are not all the factors. (Lefebvre 1947: 74; see 
also Lefebvre 1958: ch. 2) 

Labrousse summarizes: 

Thus, the revolutionary events themselves, as well as some of the 
important economic policies and institutions which emerged from the 
Revolution, had their origin in large part in the decline in profits and 
wages, in the strained circumstances of the industrialist, the artisan, the 
tenant farmer, the small owner, and the distress of the wage earner and 
the day laborer. An unfavourable concatenation of events brought 
together in a common opposition the bourgeoisie and the proletariat. 
(Labrousse 1958: 72)  

7 .  Invention and Enlightenment 

One Sunday afternoon in the spring of 1765 whilst James kf’att, 
mechanical instrument maker, aged twenty-nine, was taking a walk on 
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Glasgow Green . . . there flashed across his mind the solution of a 
problem that had long troubled him: how could the cylinder of a 
steam-engine be both hot and cold at the same time? His solution, 
known as the device of the separate condenser, made it possible to 
employ steam as the motive power for industry. Watt’s first patent 
applying his Sunday inspiration was taken out in 1769; his first success- 
ful engine was finished in 1776; by 1800, when the patent expired, his 
engine, improved in several respects, was in use in mines and foun- 
dries, in textile and paper mills, and great columns of smoke from 
innumerable chimneys spoiling the light and colour of the skies de- 
clared the triumph of industry and the glory of man. (Hammond and 
Hammond 1966: 110) 

Before Watt’s inspiration could become a material reality, IVatt 
himself had ‘to turn to John Roebuck, of the Carron Iron Works, for 
financial help (in exchange for which Watt sought to pump out by 
steam power Roebuck’s mines which were full of water), until 
Roebuck went bankrupt in the 177211773 depression. \Vatt then 
formed a partnership with Matthew Boulton to assure himself of a 
source of capital. However, this capital (initially f20,000 declined by 
f11,000 between 1762 and 1780 in Boulton’s Soh0 works (Ham- 
mond and Hammond 1966: 116-30). 

Watt’s case was not an isolated one. The number of patents issued 
in Britain had doubled from 92 in the years 1750-1759 (and less 
before that) to 205 between 1760 and 1769, rising to 294 in the 
decade of the seventies and 477 in that of the 1780s (Musson 1972: 
50). .Among these were the inventions and innovations that revo- 
lutionized the cotton industry and the world: James Hargreaves’ 
spinning jenny in 1764, Richard hrkwright’s spinning water frame 
in 1769, Samuel Crompton’s spinning mule in 1779, and Edmund 
Cartwright’s power loom in 1785, which permitted the industrializa- 
tion of cotton textiles in England. In 1793, Eli Whitney invented the 
cotton gin, which permitted the efficient separation of the cotton 
seed from the fibre, and which would make &American cotton grow- 
ing competitive and the continuation of southern slavery profitable. 
It has often been observed, of course, and was emphasized by Joseph 
Schumpeter that there is a distinction between invention and its 
application, or innovation; and that there tends to be a time lag 
between the two. Trevor Lhhton,  commenting on the evidence for 
this alleged time lag, writes: 
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Kondratieff has argued (though without much supporting evidence) 
that most major inventions are made during periods of recession and 
applied during the ensuing periods of recovery. But, at least, the fact 
that so many patents were taken out in years of prosperity, and so few 
in years of depression (such as 1775, 1778, 1793, 1797, 1804, 1817, 
1820, and 1826) suggests that it was the hope of gain, rather than 
avoiding loss, that gave the impulse. (hshton 1972: 118) 

Musson (1972: 52- 53) casts doubt on “Bshton’s theory” by point- 
ing to the lag between the patenting of an invention and its innova- 
tion; a position given some support by the fact that so many of the 
“significant peaks in the [patent] figures for 1766, 1769, 1783, 1792” 
(Ashton 1972: 117) as well as the nonpeaks and the gestation times of 
the inventions were in this generally depressive period. The hope of 
gain does not preclude loss of the attempt to avoid it. 

“The [economically depressed] decade of 1760-70 is, on the other 
hand, a turning point in technical and scientific history” (Bernal 
1969,II: 506). The end of the eighteenth century was a time not only 
for invention, but also for the flowering and fruition of the En- 
lightenment. By mid-century David Hume had already made his 
mark in England and Montesquieu and Abbk Reynal had already 
called for greater libertarianism in France. Voltaire wrote Candide in 
1759 and the first volume of the Encyclopedie had appeared in 1751, 
But the most earnest work of the middle-class French philosophe:; 
and encyclopedistes-Denis Diderot, Paul Holbach, Jean Jacques 
Rousseau (who wrote The Social Contract in 1 7 6 2 t d i d  not begin 
until the 1760s and its growing influence did not make itself felt until 
still later. In Germany, Immanuel Kant reacted with The Critique o j  
Pure Reason in 1781. With the pens of Edward Gibbon in England 
and the Marquis de Condorcet in France, the writing of history 
became a call to optimistic rationality. Baron Turgot, Jules Ques- 
nay, and the physiocrats called for economic liberalism in France as 
a crisis remedy. Adam Smith followed up The Theory of Mora,! 
Sentiments with the publication in 1776 of The Wealth ofNations. In 
Spain, economists like Pedro Rodriguez Campomanos, Bernardo 
Ward, and Caspar de Jovellanos influenced the liberalization of tradt: 
in the empire. Some, like Benjamin Franklin, combined scientific 
discovery with progressive politics. The Lunar Society of scientists 
and radicals sought to institutionalize them both in England; and 
Joseph Priestly practiced near-atheism as a clergyman, advanced the 
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study of chemistry and electricity, and supported the increasing 
radicalism of the French Revolution (Bernal 1969, I: 531- 33). 

The  connexion betu een these different aspects of social change cannot 
have been a chance one. Indeed, the more closely they are examined the 
more intricate appear the threads knitting science, technique, econom- 
ics, and politics together at this time into one pattern of transformation 
of culture. The  period is a crucial one for the development of humanity. 
(Bernal 1969, I: 518-19) 



Chapter 6 
The Eighteenth-Centzkry 
Commercial Revohtion 

in Accz~muhtion 

The discovery of America, and that of a passage to the 
East Indies by the Cape o f  Good Hope, are the two 
greatest and most important events recorded in the history 
o f  mankind. Their consequences have already been very 
great. . . . One of the principal effects o f  those dis- 
coveries has been to raise the mercantile system to  a degree 
ofsplendour andglory which it could never otherwise have 
attained to.  , . . The countries which possess the colonies 
o f  America, and which trade directly t o  the East Indies, 
enjoy, indeed, the whole shew and splendour o f  this great 
commerce. . . , Europe, however, has hitherto derived 
much less advantage from its commerce with the East 
Indies, than from that with America. . , . By opening a 
new and inexhaustible market to all the commodities of 
Europe, it gave occasion t o  new division of labour and 
improvements of art, which, in the narrow circle o f  
ancient commerce, could never have taken place for want 
of a market t o  take off the greater part o f  their produce. 
The productive powers of labour were improved, and its 
produce increased in all the different countries o f  Europe, 
and together with it the real revenue and wealth of the 
inhabitants. The commodities of Europe were almost all 
new t o  America, and many of those of America were new 
t o  Europe. A new set o f  exchanges, therefore, began to  
take place which had never been thought of before, and 
which should naturally have proved as advantageous to  
the new, as it certainly did to the old continent. The 
savage injustice of the Europeans rendered an event, 

2 1 3  
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which ought to  have been benejcial to all, ruinous and 
destructive to several of those unfortunate countries. 
--Adam Smith, An inquiry into the Nature and 

Causes o f  the Wealth o f  Nations (1 776) 

The colonies secured a market for the budding manufac- 
tures, and, through the monopolj of the market, an 
increasing accumulation. The treasures captured outside 
Europe by undisguised looting, enslavement, and murder, 
joated back to the mother-country and were turned into 
capital. . . . As a matter of fact, the methods ofprimi- 
tive accumulation are anything but idyllic. . . . i n  ac- 
tual history it is notorious that conquest, enslavement, 
robbery, murder, briejy force, play thegreat part. ~ . . 
In fact, the veiled slavery $the wage workers in Europe 
needed, for its pedestal, slavery pure and simple in the new 
world. . , . Capital comes [into the world] dripping 
from head to  foot, from every pore, with blood and dirt. 

-Karl hlarx, Capital (1 867) 

1. Expansion , Direction , and Composition 
of international Trade in the 

Eighteenth Century 

International trade expanded significantly and rapidly during the 
eighteenth century. Moreover, it changed in direction, composition, 
and structure. The slave trade and the triangular trade between 
Europe, Africa, and the Americas assumed particular importance; 
and the oriental trade underwent qualitative changes twice during 
the century. This international trade and the high profits derived 
from it made an important contribution to the process of capital 
accumulation in northwestern Europe, particularly England, and 
northeastern America; and the rapid growth of manufacturing ex- 
ports significantly facilitated and furthered the development of in- 
dustry and the Industrial Revolution. Trade and war were 
intimately-and reciprocally-related to each other and to the pro- 
cess of capital accumulation and economic development as a whole. 
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These aspects of international trade in the eighteenth century may 
be examined in turn. 

In Britain domestically produced exports increased fivefold during 
the eighteenth century, compared to a threefold increase of national 
income. As a percentage of national income, domestic exports rose 
from 5-6 percent in 1688, to 9-11 percent in 1700-1750; and 
reached 14 percent by the end of the eighteenth century (Deane ant1 
Cole 1967: 28-29). British exports doubled between 1720 and 1760, 
and again between 1760 and 1795 (Heaton 1967: 36). This expan- 
sion of British exports, at first slow7 and then faster, is further 
reflected in the three-year moving average of British exports (appar- 
ently including re-exports). In 1701, this average was f 6  million; it 
gradually increased to f9  million in 1741. After 1741, this increase 
accelerated to f 13 million in 175 1, f 16 million in 177 1, f 2  1 million in 
1791, and f36 million in 1801 (Deane 1967: 86). Over this same 
period (1 70 1- 180 l), British imports increased from f5 million to f20 
million. Thus throughout the eighteenth century, Britain main- 
tained an almost constant export surplus (Heaton 1967: 86). The 
exports and trade of France, the other large trading nation, increased 
even faster than those of Britain, by five times from 17 15 to 1789 (the 
French Antilles’ exports increased eight times between 1716 to 1787) 
so that in 1789 they were even greater than those of Britain abso- 
lutely, though they remained smaller relative to France’s much 
larger population (Deane 1967: 36; Vilar 1969: 313). 

British foreign trade, and international trade generally, under- 
went a significant and substantial redirection from Europe to the rest 
of the world, that is, Asia, Africa, and in particular the ,4mericas, 
during the first seven decades of the eighteenth century. This redi- 
rection was associated with a change in the commodity composition 
of British foreign trade: the export of woollen manufactures was 
increasingly matched by that of an ever wider variety of other 
manufactures; and among British imports, manufactures lost and 
foodstuffs correspondingly gained in relative importance. Thew 
and other changes are summarized in the accompanying Tables 6.1 
and 6.2. 

The growth of commercial ties between Britain and the colonial 
world of ,Asia, -4frica, and the Americas-and the further integra- 
tion of the colonial world into the process of world capital 
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Table 6.1 
British Foreign Trade, 1700-1 773 

Changes in Direction and Composition 
(in percentages) * 

1700a 1773a 

To Asia, To Asia, 
Africa, Q Africa, & 

Totalb the Americas Totalb the Americas 

Total Exports 
Domestic exports 

Woollen manufactures 
Other manufactures 
Food & raw materials 

Re-exports 

Total Imports 
Manufactures 
Raw materials 
Food 

100 
69 
47 

8 
1 3  
3 1  

100 
3 2  
35 
34 

15 
10 
4 
5 
1 
5 

3 2  
9 
4 

18 

100 
63 
27 
27 
9 

37 

100 
17 
32 
5 1  

38 
3 1  
8 

21  
1 
7 

53  
6 
7 

39 
____ ~~ ~ 

SOURCE: R. Davis, in Minchinton 1969: 109. 
a 1700 means 1699-1701 average; 1773 means 1772-1774 average. 

Differences between “Total” and “To Asia, Africa, & the Americas” columns 
represent trade with Europe, including Ireland and Turkey. 

* In interpreting this table, it should be noted that some countries in Europe, 
notably Spain and Portugal, in turn re-exported to their colonies in Latin America 
a significant proportion of their imports from Britain. Hence the real share of Asia, 
Africa, and the Americas in Britain’s exports was higher than that indicated. For 
example, about 10 percent of Britain’s exports and 20 percent of manufacturing 
exports went to Portugal alone, and much of this went from there to Brazil (Fisher 
1971: 126; see also Chapter 3, section 2 of this volume). 

accumulation-is reflected in Table 6.1 by the increase from 10 
percent to 3 1 percent of domestically produced exports and from 15 
percent to 38 percent of total British exports absorbed by these 
regions of the colonial world. This represents a significant relative 
re-direction of British foreign trade away from Europe and toward 
the rest of the world; and, since total exports more than tripled over 
this period, it reflects a still more substantial increase in the absolute 
quantity of British exports taken by these colonies. 

Furthermore, among domestically produced exports, manufac- 
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Table 6.2 
British Foreign Trade in the Eighteenth Century 

by Major World Regions 
(in percentages of total in each year) 

1700lI 17SOII 177213 1797IP 

Domestic Exports to: 
Europeb 85 77 49 30 
North imerica 6 11 25 32 
ITest Indies 5 5 1 2  25  
East Indies & Africa 4 7 14 1 3  

Re-exports to: 
Europeb 85 79 82 88 
North .\merica 5 11 9 3 
West Indies 6 4 3 4 
East Indies & ;I\frica 4 5 6 4 

Imports from: 
Europeb 66 55 45 43 
North America 6 11 12 7 
West Indies 14 19 25 2 5  
East Indies & Africa 14 15 18 2 5  

SOVRCE: Deane 1965: 56; for details see Deane and Cole 1967: Table 22 .  
a 179718 percentages are for Great Britain; 1700-1773 percentages are for England 
and Wales. 

Europe includes Spain and Portugal, a share of whose imports from Britain went on 
to their colonies in &%merica and a larger share whose exports to Britain came from 
those colonies. 

tures other than woollens increased their share of total British exports 
from 8 percent to 27 percent, and from 5 percent to 2 1 percent of the 
exports to the colonial world. This change reflected the growing 
production and export of “nails, axes, firearms, buckets, coaches, 
clocks, saddles, handkerchiefs, buttons, cordage and a thousand other 
things; a variety of goods becoming so wide that the compilers of 
Customs records tired of further extending their long schedules of 
commodities and lumped an increasing proportion of these exports 
under the heading ‘Goods, several sorts’ ” (R. Davis 1969: 106). 

The bulk of these growing exports went to the West Indies and, 
after mid century, increasingly to North ,America. The exports to the 
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M-est Indies rose from 2205,000 in 1700 to 2450,000 in 1750 and to 
21,168,000 in 1772; and those to North A\merica from f256,000 in 
1700 to 2970,000 in 1750 and to 22,460,000 in 1772-out of a total of 
f4,461,000 in 1700 and 29,739,000 in 1772 (Deane and Cole 1967: 
87). Davis summarizes: 

;\I1 this time, at England’s doorstep there lived a population of 
200,000,000 Europeans (as compared with 3,000,000 .Americans across 
the Atlantic). They were England’s traditional customers, and until 
recently their only ones. Yet it was only the old woollen industry that 
seriously carried on-as it had alu-ays done-the “hard sell” on the 
continent; the newer industries cut their teeth on easier, privileged 
markets, mostly far away. (R. Davis 1969: 117)  

During the final decades of the century, this u as even more the case, 
particularly of the new cotton textiles industry, so that by the end of 
the eighteenth century, only one-fifth of Britain’s exports went to 
Europe and four-fifths went to the rest of the world (Deane and Cole 
1967: 86). In other words, as European (especially French) economic 
rivalry and political-military opposition increasingly closed the 
European market to British exports and manufactures, the colonial 
world and North America were persuaded or obliged to fill-and 
overfill-the gap. 

British imports (i.e., other countries’ exports to Britain) also 
underwent significant modifications during the first seven decades of 
the eighteenth century, and still more important ones during the last 
three decades. British imports of manufactures from Europe, except 
for oriental textiles, experienced a decline from 32 percent to 17 
percent of total imports (see Table 6.1). They were increasingly 
replaced by raw materials, especially iron and timber but also wool, 
imported from Southern Europe and especially from the Baltic 
region, which tended to replace northwestern Europe as Britain’s 
European trading partner. This tendency reflected British manufac- 
turing rivalry, especially with France, as Lvell as its manufacturing 
de\ elopment, which already in the eighteenth century was partly 
dependent on the import of raw materials. In trade v4th the world as 
a whole, howex er, the share of rau. materials in Britain’s import bill 
remained at roughly one-third until 1773, and did not increase 
significantly until the advent of the cotton industry, which \vas 
entirely dependent on imported raw materials. U p  until 1773, the 
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declining relative share of manufacturing imports was replaced by 
the absolute and relative increase in the import of foodstuffs, largely 
from the colonial regions, which rose from 34 percent to 5 1 percent 
of total imports (see Table 6.1). For agricultural and continental 
France, the other major European trading country of the eighteenth 
century, this trend was probably less marked. The major trading 
nation of the eighteenth century, Holland, maintained the absolute 
quantity of its exports during the eighteenth century, and hence fell 
increasingly behind in its relative share. 

A further feature of this expansion of international trade and 
British exports was that at the end of the eighteenth century and 
again during the third quarter of the eighteenth century British 
re-exports of goods, previously imported primarily from the colonial 
regions, increased more than domestically produced exports (and 
therefore more than total exports). Thus, the share of re-exports in 
total exports rose from 3 1 percent in 1700 to 37 percent in 1773 (see 
Table 6.1). Of these re-exports, only about one-sixth were reshipped 
to the colonial areas, and the remainder were sold in Europe. Thle 
already significant British export surplus to Europe in the eighteenth 
century was further increased by these re-exports and was used to 
finance, through multilateral settlements, Britain's deficit with thlc 
rest of the world, a deficit that was principally incurred by excessivie 
imports from the Baltic region and India (Saul 1960: 5 ) .  Deane (1965: 
58) estimates that between one-half and three-quarters of the final 
value of the reexports accrued to the original producers in their 
countries of origin, but that means that one-quarter to one-half of thje 
same accrued to the British, without counting the profits remitted to 
Britain by those original producers. The original producers in the 
colonial areas therefore made a not unimportant contribution to 
British capital accumulation through their supply of re-exported 
goods, quite apart from their contribution through multilateral set- 
tlements to the process of capital accumulation as a whole. 

2 .  Triangular and Slave Trades 

The fivefold expansion of trade during the eighteenth century 
commercial revolution turned on the axis of the so-called triangular 
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trade, and this, in turn, turned on the axis of the slave trade. The 
pattern of this multilateral trade and settlements system of the 
eighteenth century is illustrated by the accompanying diagram, but 
it was in fact very much more complex than this diagram suggests. A 
classic summary of the triangular trade can be found in Eric 
M’illiams’ Capitalism and Slavery: 

In this triangular trade England-France and Colonial ;\meria 
equally-supplied the exports and the ships; Africa the human mer- 
chandize; the plantations the colonial raw materials. The slave ships 
sailed from the home country with a cargo of manufactured goods. 
These were exchanged at  a profit on the coast of Africa for Segroes, 
who \yere traded on the plantations, at  another profit, in exchange for a 
cargo of colonial produce to be taken back to the home country. . i s  the 
volume of trade increased, the triangular trade \$‘as supplemented, but 
never supplanted, by a direct trade betLveen home country and the 
\Vest Indies, exchanging home manufactures directly for colonial pro- 
duce. (E. LVilliarns 1966: 5 1- 5 2 )  

The  kingpin in the triangle of European manufactures, ‘African 
labor, and American colonial produce was the supply, transport, 
sale, exploitation, and replacement of the black slaves, whose work 
ultimately supported the entire system. The  most widely cited 
estimates of the number of A4frican slaves imported into the 
A4mericas are 900,000 in the sixteenth century, 2 .75 million in 
the seventeenth century, 7 million in the eighteenth century, and 4 
million in the nineteenth century (Fage 1962: 83; Sheridan 1969: 13). 
Philip Curtin’s estimate for the eighteenth century is 5.5 million 
(Bohannon and Curtin 1971: 269).* The  number of -Africans who 
were forced to leave their homes in the course of this trade was much 
higher, since it is often estimated that half of them died in the slave 
wars or during their transport to and confinement at the African 
coast, and another half of the remaining ones died on the “middle 
passage” across the .Atlantic. T h e  total number of Africans so af- 
fected by the slave trade has been estimated, perhaps exaggeratedly, 
at as high as 100 million. The trade, which was initially in Portuguese 
and Dutch hands, passed increasingly into the hands of the French 
and British, especially after the 1713 grant ofasiento to England. By 

* T h e  complete recent and lower estimates in Curtin (1969) Lvere not available to 
the writer at the time of writing. 
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Multilateral Trade in the Eighteenth Century 

LEGEND: 
hlanufactures: especially textiles, not necessarily self-produced or consumed 
Food: including tobacco and fish 
Sertices: especially shipping 
Money: in coin, bullion, and drafts 
Ra\r materials: especially timber and other natal stores, and iron (from Baltic) 
SOURCE: adapted from Mauro (1961). 
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all accounts, the slave trade was the most profitable business of the 
eighteenth century. 

The slaves were purchased on the coast of AAfrica (see Chapter 3,  
section 4) by first European and then increasingly also North Ameri- 
can traders who paid primarily with firearms and rum, both of 
which u ere essential instruments of the intra-&African slave business, 
and secondarily with cotton textiles (provided by .4sia) and trinkets. 
In the Americas, the slaves were sold to planters or miners for their 
products, sugar and its derivatives especially, but also gold and silver 
coin and bullion or letters of credit on London, Liverpool, Bor- 
deaux, Nantes, Boston, etc. The L4merican products were sold in 
Europe, which in turn exported its manufactures (and re-exports 
derived from Asia) to the colonies throughout the .Americas. Only 
the U'est Indies, and to some extent the southern plantation colonies 
of North America, could pay for their manufacturing imports 
through production of exportable nonmonetary commodities, even 
though these were produced by alien labor and the import of this 
labor absorbed the major part of their import capacity. The Latin 
American mining colonies of Spain and Portugal, of course, paid for 
most of their imports with the money they mined. Much of this 
money reached northeastern Europe through Spain and Portugal, 
who remitted it to settle their own merchandize trade deficits. The 
A4sian and Baltic regions, on the other hand, maintained a merchan- 
dize trade surplus with northeastern Europe, much of which was in 
turn settled by the shipment of money to them. 

New England and the Middle Atlantic colonies of r o r t h  ,America 
were in a special intermediary position, which had an important 
bearing on the course of their future development (see Chapter 5 ,  
section 5). They both engaged in and profited from the slave trade as 
well as their own triangular trade among Africa, the West Indies, 
and America. 

The oriental trade, which in a sense had been the prime cause of 
all these developments in the fifteenth and sixteenth centuries and 
which had declined in importance during the seventeenth-century 
depression, revived during the eighteenth century, but on new 
bases. The ancient spice trade with the East Indies, particularly the 
Dutch islands of Indonesia, continued. During the eighteenth cen- 
tury, the spice trade was supplemented by sugar, cotton, and espe- 
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cially coffee, all of which were grown in the islands on Dutch 
command, often with the specialization of one island-one cro‘p, 
either by local growers or Dutch plantations. In the last decades of 
the eighteenth century, the Dutch East India Company ran into 
increasing economic difficulties at home and in Java; and these 
difficulties were further aggravated by domestic and international 
political problems at home and by the British threat in Batavia, 
which the British ultimately conquered. The Manila Galleon trade 
from China through the Philippines to Mexico and Spain also 
revived and attained a scope beyond that of earlier times. But the 
most important development occurred in the trade in oriental tex- 
tiles, particularly from India but also from China, for sale in Europe 
and for re-export to ..\frica and the Americas (and, in the case (of 
Britain, for re-export to the European continent). The essentials o f  
this trade-with India until about 1760 and with China on into the 
nineteenth century-may be gleaned from the letter from the ecn- 
peror of China, Ch’ien Lung, saying that country possessed all things 
(quoted on p. 160 above) and from the comments ofvoltaire, who 
incidentally was a great admirer of China but also of slave colonies; 

People ask Lvhat becomes of all the gold and sill-er which is continually 
flowing into Spain from Peru and Mexico. It goes into the pockets of 
Frenchmen and Englishmen and Dutchmen, who carry on trade in 
Cadiz, and in return send the products of their industries to America. A 
large part of the money goes to the East Indies and pays for silk, spices, 
saltpetre, sugar-candy, tea, textiles, diamonds, and curios. (Quoted in 
Starrianos 1966a: 169) 

Between 1733 and 1766, 65 percent of all English exports to Asia 
was silver (Vilar 1969: 343), required to pay for Asian exports. This 
mercantile inconvenience was not remedied until the political power 
which Clive acquired for the East India Company at the Battle of 
Plassey in 1757 and in subsequent conquests increasingly permitted 
the unilateral transfer of Indian production through simple pillage. 
The British could then also “afford” to accelerate this transfer up to a 
much higher annual rate. In this way, reminiscent of the Spaniard’s 
plunder of sixteenth-century America, was initiated the “drain” of 
India and its real incorporation into the process of world capital 
accumulation, to the acceleration of which India thus contributed 
significantly (see Chapter 4, especially section 8). 
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3 .  Do Colonies Pay? War and Accumulation 

In connection with several stages of the process of capital accumu- 
lation, the question has often been put: “DO colonies pay?” Adam 
Smith is frequently cited (see, for instance, Thomas 1968: 32) in 
support of the thesis that they do not. But Smith’s argument was 
principally directed against monopoly trade with the colonies, and he 
insisted that a distinction be drawn between the effects of the co- 
lonial trade and the effects of the monopoly of that trade: “The for- 
mer are always and necessarily beneficial; the latter are always and 
necessarily hurtful” (Smith 1937: 573). The main thrust of Smith’s 
whole work kvas, after all, against monopoly. -Although he com- 
plained about the military expenses of defending the British colonies 
against France and, to a lesser extent, the administrative expenses of 
the colonies, for which the colonists themselves were loath to con- 
tribute taxes (Smith was writing just as the North American colonies 
were going to war against “taxation without representation”), never- 
theless he devoted long pages to detailing the advantages Europe had 
derived from the colonial trade (see Smith1937, chapter “On Col- 
onies”). Yet R. P. Thomas seeks Smith’s authority in arguing against 
R. B. Sheridan and others: 

R. B. Sheridan maintains that the British !Vest Indies made a substan- 
tial contribution to the economic development of Great Britain before 
the end of the eighteenth century. A careful examination of the evi- 
dence presented by Sheridan does not support his contention. . . . 
The  possession of the byest Indies actually had the effect of retarding 
the growth of Great Britain. , . . The  income of Englishmen would 
have been at least f500,000 higher in the absence of the West Indies 
from the Empire. . . . Suppose the N’est Indies did not belong to the 
empire and the capital actually invested there had been invested instead 
in England. LVhat would this amount of capital have earned under this 
hypothetical alternative?. , . For the year 1773 the income of Eng- 
lishmen would have been at least 5631,750 higher had the West Indies 
not been part of the empire. It appears from the preceding that Adam 
Smith was correct, (Thomas 1968: 30, 39) 

Sheridan, in his reply to Thomas, disputes his calculations, and 
points to the fundamental daw in his argument: 

R. P. Thomas is, in effect, speculating about what would have hap- 
pened in the e\-ent that something else had happened which could not 
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have happened. . . . Rather than the hypothetical alternative posed by 
R. P. Thomas, a more fruitful question is whether or not Great Britain 
would have had sufficient base for her Industrial Revolution in the 
absence of tropical colonies. . . . Colonial development contributed 
much to the English “take-off.” (Sheridan 1968: 60-61) 

In any case, the Industrial Revolution and colonial development 
were historically quite inseparable. 

The exact extent of the contribution that the colonial trade made 
to the commercial revolution of the eighteenth century will never be 
known, and it is impossible to calculate the size of the contribution 
of the colonial trade and the commercial revolution to the process (of 
capital accumulation, industrial revolution, and economic develop- 
ment. But, perhaps more important than how much, is the question 
of how, directly and indirectly, international and especially colonial 
trade contributed to this process of accumulation, transformation, 
and development. Thus, despite his opposition to the mercantilist 
system, Adam Smith himself was not blind to all the facts. H e  noted 
that the “profits of a sugar-plantation in any of our West Indian 
colonies are generally much greater than those of any other cultiva- 
tion that is known either in Europe or America” (Smith 1937: 36611. 

In 1798 the prime minister of England, William Pitt, assessed the 
annual income from the West Indian plantations alone a t  24 million, 
as compared with f l  million from the rest of the world. E. M’illiams 
(1966: 53) writes: “According to Davenant, Britain’s total trade at the 
end of the seventeenth century brought in a profit of f2,000,000. 
The plantation trade accounted for f600,OOO; re-export of plantation 
goods fX20,OOO; European, African and Levant trade f600,OOO; East 
India trade f500,OO; re-export of East India goods f180,OOO.” Ernest 
R/Iandel expands on this account, in an effort “to estimate the most 
important amounts of this direct robbery, slave trade and ‘normxl’ 
trade between 1500 and 1750”: 

a) E. J. Hamilton estimates in 500 million gold pesos the value of the 
gold and siker that the Spaniards took to Europe between 1503 and 
1660. 
b) Colenbrander calculates 600 million gold florins for the treasure that 
the Dutch East India Company took out of Indonesia between 1650 and 
1780. 
c) Father Rinchon estimates as almost 500 million gold florins the profit 
on only the slave trade of French capital during the eighteenth century, 
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without counting the profit obtained from the work of the slaves in the 
plantations of the LVest Indies, which was several times this amount. 
d) .iccording to H. \Viseman and the Cambridge History of the British 
Empire, it is considered that the earnings obtained with the work of the 
slaves in the British \Vest Indies were at least some 200 to 300 million 
gold pounds. 
e) Finally, in the pillage of India in the period of 1750 to 1800 only, the 
ruling class in Great Britain obtained between 100 and 150 million gold 
pounds.” If these sums are added up, we get more than 1,000 million 
gold pounds, that is, more than the value of all of the capital invested in 
all of the steam-operated industry of Europe around the year 1800. 
(hiandel 1968: 119-20) 

Mandel does not suggest, nor does anyone else, that all of this capital 
flowed directly into European industry or industrialization. How- 
ever, Marx, recalling that “Liverpool waxed fat on the slave trade 
. . . its method of primitive accumulation” and that “the cotton 
industry introduced child-slavery in England,” observed that “in 
fact, the veiled slavery of the wage workers in Europe needed, for its 
pedestal, slavery pure and simple in the new world” (Marx 1954, I: 

The argument has been made, hoxvever, that international trade 
played a minimal role in the process of capital accumulation. R. M. 
Hartwell, in his introduction to a volume on The Causes of the Zndus- 
trial Revolution in England, states: 

O n  capital accumulation, the crucial fact is that there \$.as at no time in 
the eighteenth century a marked rise in the rate of in\-estment out of 
national income. Foreign trade, although expanding, absorbed in- 
sufficient a proportion of national output to have been more than a 
contributing factor to growth. , , , P. Deane and LV. A .  Cole reckon 
that net capital formation was about 5 percent of the national income in 
1688, no more than 6 percent in 1780, and perhaps 7 percent in 1800. 
(Hartwell 1967: 17) 

759-60). 

Hartwell correctly cites the figures of Deane and Cole, although 
Deane also comments that no\%rhere is there “evidence for a dispro- 
portionate increase in the rate of national investment in the first three 
decades of the nineteenth century” (Deane 1965: 154; see also Deane 

* It must be noted that these sums omit such significant major capital flows as those 
represented by Spanish ’American silver and Brazilian gold after 1660, the British, 
Dutch, Portuguese, and S o r t h  .American slave trade, etc. 
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and Cole 1967: 304-5). Deane and Cole recognize that there was “a 
slow acceleration of industrial growth beginning in the 1740’s arid 
reaching a crescendo in the last two or three decades [of the 
eighteenth century]” (Deane and Cole 1967: 304), but Hartwell 
concludes that P. Deane and If,’. ‘4. Cole, however, reject increasing 
international trade as the promoter of growth, and find rather th,at 
agricultural change and population growth play the vital roles in the 
“mechanics of eighteenth-century growth” (Hartwell 1967: 63). 

Phyllis Deane herself, however, writes elsewhere: 

In sum, and in conclusion, the six main ways in which foreign trade can 
be said to have helped to precipitate the first industrial revolution are 
listed below: (1) First of all it created a demand for the products of 
British industry. . . . Specialization, as Adam Smith recognized in the 
1770’s, depends on the extent of the market; without specialization it is 
not possible to obtain the economies of scale and experience which can 
lolver costs and prices sufficiently to bring a product within the reach of 
the mass of the population. This is the vicious circle of a closed 
economy. . . . It was access to a world market that broke this vicious 
circle for Britain. (2)  International trade gave access to raw materials 
which both widened the range and cheapened the products of British 
industry. M’ithout access to raw cotton Britain could not have shifted 
from dependence on an industry with a relatively inelastic demand 
(wool) to a technologically similar industry with a relatively elastic 
demand (cotton). Unless they had been able to import Swedish bar- 
iron, Sheffield cutlers could never have built up the trade in quality 
steel which survived into the period when British bar-iron became good 
enough to serve their purpose. (3)  International trade provided poor, 
underdeveloped countries with the purchasing power to buy British 
goods. . . . (4) It provided an economic surplus which helped finance 
industrial expansion and agricultural improvement. The  profits of trade 
overflowed into agriculture, mining and manufacture. Without them 
the innovators would have found it difficult to convert the new ideas 
and rotations and machines into productive enterprise. , . . ( 5 )  It also 
helped to create an institutional structure and a business ethic which 
was to prove almost as effective in promoting the home-trade as it had 
been for the foreign trade. T h e  elaborate network of commercial in- 
stitutions in the city. , . . The  systems of orderly marketing, insur- 
ance, quality-control and standardization of product which grew up out 
of the needs of foreign trade were important aids to improving produc- 
tivity at  home. . . . (6) Finally, it is worth noting that the expansion of 
international trade in the eighteenth century was a prime cause of the 
growth of large towns and industrial centers. . . . the spectacular 
expansion of Liverpool and Glasgow was almost entirely a function of 
foreign trade. (Deane 1965: 66-68) 
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And in the chapter entitled “In Retrospect: A Summary of Conclu- 
sions” of the same book cited by Hartwell, Deane and Cole them- 
selves state: 

Throughout the past t\vo and a half centuries international trade has 
been a strategic factor in British economic growth. Overseas markets 
gave an outlet to industries ahich would have operated far less 
efficiently within the confines of domestic demand: imported raw mate- 
rials provided bases for innovation and specialisation: foreign invest- 
ment offered profitable employment to capital which found home pros- 
pects unattractive. . . . It is not too much to say that the foreign-trade 
sector kvas setting the pace for British economic groath.  , . , Even in 
the eighteenth century when the absolute weight in the pre-industrial 
economy of her transactions mith the rest of the world was less than 
half of what it has generally been in the industrialised economy of the 
past hundred years, it is probable that about a third of British industrial 
output n a s  exported. The  profits earned by the merchants carrying 
trade between the .%mericas, the Far East and Europe were a source of 
finance for investors in British agriculture and industry. The existence 
of exploitable international markets at the end of the eighteenth and 
beginning of the nineteenth centuries was probably crucial in initiating 
the process of industrialisation and the growth in real incomes which 
was associated with it. (Deane and Cole 1967: 309-12) 

Finally, on the very pages that Hartwell cites to advance his conclu- 
sion, Deane and Cole write: 

There can, of course, be no doubt of the central importance of overseas 
trade in the expansion of the economy during this period. . . . it is 
clear that the major export industries, and those domestic industries 
which supplied them with some of their raw materials, such as coal- 
mining and soap-making, enjoyed higher rates of growth than most 
other branches of economic activity. This does not necessarily mean 
that the quickening tempo of economic expansion in the second half of 
the eighteenth century can be directly attributed to the accelerated 
growth of foreign trade during that period. Indeed, examination of the 
evidence suggests that, if there was a causal relationship between the 
growth of foreign trade and the growth of national income, it was of a 
more complex character and operated in a different direction than has 
usually been supposed. We shall argue here that the expansion of the 
British export trade was limited by the purchasing power of Britain’s 
customers, and that this in its turn \vas limited by what they could earn 
from exports to Britain. (Deane and Cole 1967: 83) 

To this may be added two observations. First, the relationship be- 
tween Britain’s export trade and the purchasing power of Britain’s 
customers kvas always true. Moreover, the earnings of Britain’s 
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customers were augmented by multilaterally settled world trade, as 
Benjamin Franklin, for instance, explained. Second, the relationship 
between trade and income is not as crucial for the process of capit:il 
accumulation and development as that between either trade or in- 
come and investment. Deane and Cole continue: 

An outstanding feature of British trade during the eighteenth century 
was its increasing reliance on colonial markets. In 1700, over four-fifths 
of English exports went to Europe and only a fifth to the rest of the 
world. By the end of the century, on the other hand, this relationship 
was almost exactly reversed. Even in absolute terms, British goods 
made little headway in the protected markets of her European ri- 
vals. . . . Hence the increase in British exports in the course of the 
century was almost entirely due to the expansion of trade with the 
new, colonial markets in Ireland, America, Africa and the Far East. 
The  most important of these markets from the standpoint of the British 
manufacturer were North America and the \Vest Indies. (Deane and 
Cole 1967: 86) 

For the process of world capital accumulation, the standpoint of 
the British manufacturer turned out to be most important. Like the 
British manufacturer, such analysts of this process as Adam Smith, 
Friedrich List, and Karl Marx have made the same connection 
between the expansion of colonial trade and the development (of 
British industry. As already noted, Smith observed that even before 
1776, there were “new divisions of labour and improvements of art, 
which in the narrow circle of ancient commerce, could never have 
taken place for want of a market to take off the greater part of their 
produce.” He  added that Britain had become “the manufacturers for 
the numerous and thriving cultivators of hmerica and the carriers, 
and in some respects the manufacturers too, for almost all the 
different nations of Asia, -4frica and ,America” (Smith 1937: 416, 
591). 

Friedrich List (1856: 114-20) commented favorably on the success 
of British commercial policy, as he summarized it, “to buy raw 
materials and sell manufactured products.” Karl .Marx noted in 
Capital that “the colonies secured a market for the budding manufac- 
tures, and, through the monopoly of the market, an increased ac- 
cumulation. The treasures captured outside Europe by undisguised 
looting, enslavement, and murder, floated back to the mother- 
country and were there turned into capital” (Marx 1954, I: 753-54). 

But perhaps the most forceful argument has been made by Eric 
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Williams, now prime minister of Tr in idad  and  Tobago ,  i n  his 
Capitalism and Slavery. 

The  triangular trade thereby gave a triple stimulus to British industry. 
The  Negroes were purchased with British manufactures; transported to 
the plantations, they produced sugar, cotton indigo, molasses and other 
tropical products, the processing of which created new industries in 
England; while the maintenance of the Negroes and their owners on the 
plantations provided another market for British industry, New Eng- 
land agriculture and Newfoundland fisheries. By 1750 there was hardly 
a trading or manufacturing town in England which was not in some 
way connected with the triangular or direct colonial trade. The  profits 
obtained provided one of the main streams of that accumulation of 
capital in England which financed the Industrial Revolution. . . . This 
external trade naturally drew in its wake a tremendous development of 
shipping and shipbuilding. Not the least of the advantages of the 
triangular trade was its contribution to the wooden walls of Eng- 
land. . . . The  development of the triangular trade and shipping and 
shipbuilding led to the growth of the great seaport towns. Bristol, 
Liverpool and Glasgow occupied, as seaports and trading centers, the 
position in the age of trade that hlanchester, Birmingham and Sheffield 
occupied later in the age of industry. . . . It was the slave and sugar 
trades which made Bristol the second city of England for the first 
three-quarters of the eighteenth century. . . . \Then Bristol was out- 
stripped in the slave trade by Liverpool, it turned its attention from the 
triangular trade to the direct sugar trade. Fewer Bristol ships sailed to 
Africa, more went direct to the Caribbean. . . . \.That the \\'est Indian 
trade did for Bristol the slave trade did for Liverpool. . . . T h e  ship- 
ping entering Liverpool increased four and a half times betLveen 1709 
and 1771; the outward tonnage to six and a half times. The  number of 
ships owned by the port multiplied four times during the same period, 
the tonnage and sailors over six times. . . . I t  was estimated in 1790 
that the 138 ships which sailed from Liverpool for r\frica represented a 
capital of over a million pounds. . . , Not until the Act of Union of 
1707 was Scotland allowed to participate in colonial trade. That permis- 
sion put Glasgow on the map. Sugar and tobacco underlay the prosper- 
ity of the town in the eighteenth century. Colonial commerce stimu- 
lated the growth of new industries. . . . It is necessary now to trace 
the industrial development in England which was stimulated directly or 
indirectly by the goods for the triangular trade and the processing of 
colonial produce. , . , wool was the spoiled child of English manufac- 
tures. . . , The  cargo of a slave ship was incomplete without some 
woollen manufactures. . . . But cotton later superseded wool in colonial 
markets. . . . What the building of ships for the transport of slaves did 
for eighteenth century Liverpool, the manufacture of cotton goods for 
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the purchase of slaves did for eighteenth century Manchester. The  first 
major stimulus to the growth of Cottonpolis came from the African and 
\Test Indian markets. T h e  growth of llanchester was intimately as- 
sociated w4th the growth of Liverpool, its outlet to the sea and the 
world market. The  capital accumulated by Liverpool from the slave 
trade poured into the hinterland to fertilize the energies of Manchester; 
Manchester goods for Africa were taken to the coast in Liverpool slave 
vessels. Lancashire’s foreign market meant chiefly the West Indian 
plantations and Africa. The  export trade Lvas f14,000 in 1739; in 1759 it 
had increased nearly eight times; in 1779 it was f303,OOO. Up to 1770 
one-third of this export went to the slave coast, one-half to the Ameri- 
can and West Indian colonies. It was this tremendous dependence on 
the triangular trade that made Manchester. . . . llanchester received a 
double stimulus from the colonial trade. If it supplied the goods needed 
on the slave coast and on the plantations, its manufactures depended in 
turn on the supply of the raw material. Alanchester’s interest in the 
islands was twofold. T h e  raw material came to England in the seven- 
teenth and eighteenth centuries chiefly from two sources, the Levant 
and the U’est Indies. , . , But in the early eighteenth century England 
depended on the West Indian islands for bet\veen two-thirds and 
three-quarters of its ra\v cotton. . . . Sugar refining. . . . Rum distil- 
lation. . . . Pacotille. . . . The  Xletallurgic Industries. . . . Guns 
formed a regular part of every ‘ifrican cargo. Birmingham became the 
center of the gun trade as Manchester Lvas of the cotton trade. . . . 
Along with iron went brass, copper, lead. . . . The needs of ship- 
building gave a further stimulus to heavy industry. (E. \Yilliams 1966: 
S 2 ,  5 7 ,  60-61, 64, 68, 70-73, 78, 81-84) 

,Another side of the question is posed by David Landes, in his 
essay devoted to “Technological Change and Industrial Develop- 
ment in \Yestern Europe, 1750-1914,” in the Cambridge Economic 
History o f  Europe, specifically: “Hou. much of the increase in demand 
and the trend toward mass production of cheaper articles is to he 
attributed to the expansion of home as against foreign markets is 
probably impossible to say.” His ansver is rather equivocal: 

One may perhaps attempt this kind of comparison for the .ivool indus- 
try: at the end of the seventeenth century English exports of wool cloth 
probably accounted for upwards of 30 per cent of the output of the 
industry; by 1740, the proportion had apparently risen, possibly to 
o\er  half, and in 1771-2, something under a half. In this important 
branch, then, the major impetus seems to have come from the export 
trade, and the most active exporting area in the industry. . . . Yet the 
anslver is not so simple. (Landes 1966: 287-88) 
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But later Landes continues: 

The commercial frontier of Britain lay overseas-in America, Africa, 
south and east Asia. The first was by far the most important: the West 
Indies and mainland colonies together bought 10 per cent of English 
domestic exports in 1700-1, 37 percent in 1772-3, about 57 percent in 
1797-8. Wool had played a big part in these gains: the sale of cloth in 
the new -Wantic market (.America and <lfrica) grew sixfold from the 
beginning of the century to the eve of the American Revolution. S o w  it 
was cotton’s turn. (Landes 1966: 313-14) 

Thus, as Deane and Cole also note and even Hartwell recognizes, 
to understand the contribution or relation of this international and 
colonial trade to the process of world capital accumulation we must 
go beyond the statistical correlations between growth of trade and 
growth of income, beyond even the relationship between the growth 
of trade and the growth of industry in general, and inquire into the 
role of particular parts of this trade. This means an examination of 
particular colonies-their productive forces and their relations of 
production-and their contribution to the development of particular 
industries at particular historical junctures and places. The impor- 
tant role of the expansion of world trade during the commercial 
revolution of the eighteenth century in creating the conditions for the 
Industrial Revolution at the end of that century has also been ob- 
served by, among others, J. L. and Barbara Hainmond (The Rise of 
Modern Industry), Paul Mantoux (The Industrial Revolution in the 
Eighteenth Century), and Arnold Toynbee (The Industrial Revolution). But 
perhaps the most important recent research into the issue is Deane and 
Cole, British Economic Growth 1688-19J9. Their findings are sum- 
marized in Table 6.3. 

On the basis of these and other data Christian Palloix concludes: 
One of the fundamental lessons to be drawn from these facts is the 
marked acceleration of the growth rates from 1780 to 1 8 0 0 4 . 6 %  for 
exports, 2 .1% for national product-at a time when 70% of British 
exports went to the third world, here defined as the territories that were 
politically and economically dominated. . . . lye  may note . . . the 
particularly high annual rates of grouth in the period 1780-1800 for 
cotton textiles (14. I%) ,  iron and steel ( 5 .  I % ) ,  and other metal working 
(5% on the average). Reliance only on the internal market, an agricul- 
tural market at the time, a.ould not have allowed such a development of 
the productive forces. This constraint imposed by the internal market is 
shown in Table 3 [partially reproduced here in Table 6.31, where the 



Eighteenth-Century Commercial Revolution 2 3 3 

Table 6.3 
Development of Export and Other Production 

Compared, 1700-1 800 

Export Internal market Agricultural National 
Years industries industries production income 

1700 100 100 100 I00 
1760 2 2 2  114 115 147 
1780 246 1 2 3  126 167 
1800 544 152  143 251  

SOURCE: Deane and Cole 1967: 7 8 .  

growth rate of agricultural output . . , is effectively imposing strict 
limits on the growth rate of the industry that is oriented exclusively to 
this market. (Palloix 1969: 183) 

The Industrial Revolution, first in Britain and later in other 
metropolitan countries, of course involved far-reaching transforma- 
tions of the metropolitan economy, polity, society, and culture that 
are beyond the scope of this book. The associated technologica’l 
revolution and innovation, which has received so much attention,, 
cannot be realistically understood in isolation from this process of 
capital accumulation and market expansion. For as Eric Hobsbawrri 
(1964a: 47) has pointed out: “Whatever the British advance was due 
to, it was not scientific and technological superiority.” It is at least: 
symbolic that, as Eric Williams recalls, “it was the capital accumu-. 
lated in the West Indian trade that financed James Watt and the 
steam engine. Boulton and Watt received advances from Lowe. 
Vere, Williams and Jennings.” Williams adds that Boulton wrote 
Watt that “Lowe, Vere and Company may yet be saved, if ye West 
Indian fleet arrives safe from ye French fleet . , . as many of their 
securities depend on it” (E. Williams 1966: 102-3). 

The authoritative Cambridge Economic History of Europe concludes: 
The  British case is the classic prototype of an industrial revolution 
based on overseas trade. . . . The  growth of English commerce in the 
eighteenth century provided a large part of the accumulated wealth 
necessary to finance nascent industry in the last quarter of the century. 
The  opportunity to buy raw materials and sell finished products in 
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foreign markets vastly extended the range of economic opportunity to 
British industry. (Cambridge Economic Historjl of Europe 1965, 1-1: 5 1 )  

The  simultaneous importance of trade and war-or of trade 
war-in the eighteenth century is evident and undeniable. Ques- 
tions may arise, therefore, about the possible relations, or even 
causative relations, between them. One may seek, with T. S. Ashton, 
“the answer to the question whether war increased or decreased 
economic activity in the nation” (1955: 64) and advanced or retarded 
the process of capital accumulation and development in the \n.orld as 
a uhole. I agree with .Ashton that “it admits of no simple answer.” 

The  gains and losses arising from war were distributed unevenly. Some 
industries and regions benefited from government orders Lvhile others 
suffered from a decline in civilian demand. Some prospered because of 
the protection from foreign competition afforded . . . others declined 
because of curtailment of imports of raw materials or of shrinkage of 
markets abroad. Enough has been said to indicate that war Lvas an 
important cause of instability in eighteenth-century commerce. . . . 
T o  sum up: the lvars of the eighteenth century led to the acquisition of 
nea. territories and new- markets. They may ha\-e created employment 
for men who lvould otherwise have been idle or engaged in anti-social 
activities. They stimulated some branches or production and drew 
remote communities into the main currents of national life. It is possi- 
ble to point to a few-very few-technical inventions to \vhich they 
gave rise. O n  the other hand, they involved many losses in men and 
ships, and in intangible human qualities. If there had been no wars the 
English people would have been better fed, better clad, certainly better 
housed, than they \%.ere. \Tar deflected energies from the course along 
\vhich-so it seems in retrospect-the permanent interests of England 
lay. At this stage of development the chief need of the country was an 
efficient netxvork of main roads and inland xvaterways; and, as Lvill be 
seen, Lvar tended to retard the creation of this. If England had enjoyed 
unbroken peace the Industrial Revolution might have come earlier. 
These assertions and conjectures will not today find universal ac- 
ceptance. (.khton 1955: 68, 83) 

They certainly will not, nor should they! 
To begin lvith, LAshton’s analysis of the superficial relations be- 

tween war and trade is equivocal, and the explicit and implicit 
conclusions that he derives from them are still more so. .Although 
Ashton observes a varied and complex relation between the military 
and commercial ups and douns and although some periods of war 



Eighteenth-Century Commercial Revolution 2 3 5 

coincided with some phases of general cyclical upswing, the domi- 
nant impression is one of coincidence between war and downswing. 
Ashton, as well as other writers, translates this coincidence into a 
unidirectional causation to the effect that war interrupts interna- 
tional trade and economic development of progress generally (see 
also John L. Yef [ 19631 for a more general argument on the relation- 
ship between war and progress). But one could equally well argue 
that the causation runs the other way: cyclical downswings help to 
generate or accentuate (the causes of) war, or at least of some kinds of 
war. This certainly seems to have been the case for the War of 
Jenkins’ Ear/Austrian Succession and for the “Third” English- 
French war associated with the hmerican Revolution, as well as for 
the Revolution itself. This cyclical downswing marked the defensive 
attempts to eliminate the opponent’s competitive power, as opposed 
to the expansive and acquisitive aims of at least Britain in the Seven 
Years War, the beginning of which coincided with a cyclical up- 
swing. 

More important is 4shton’s contention that war deflected energies 
from the course or direction in which England’s permanent interests 
lay and that in their absence the Industrial Revolution would have 
come earlier. This implies a judgment of what these permanent 
interests comprised as well as what the necessary and sufficient 
conditions for the Industrial Revolution comprised. *Ashton writes 
as though these could be summarized (or symbolized) by better 
domestic transportation facilities and higher domestic consumer in- 
comes. This judgment may be challenged. Certainly it was by the 
leading statesmen of the time, such as Pitt in England and Choiseul 
in France. For each, the chief obstacle to national development was 
the economic and political power of the other; and therefore the chief 
political objective was the elimination or at least limitation of that 
power. In retrospect, this objective may be said to be more than just 
a short-term tactic. Rather it was consistent with the permanent 
interests of the sector of the ruling class represented by these minis- 
ters in their respective countries (against those of the “little England- 
ers” and the continental French), if Hobsbawm is correct in 
suggesting that “under pre-industrial conditions there was probably 
room for only one pioneer national industrialization (as it turned out 
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the British), but not the simultaneous industrialization of several 
‘advanced economies,’ consequently also-at least for some time- 
for only one ‘workshop of the world’ ” (Hobsbawm 1969: 4%). I believe 
the evidence on the expansion of foreign trade confirms this argu- 
ment even more strongly than it confirms the argument about the 
importance of the export relative to the home market. I thus agree 
with Hobsbawm when he adds: 

This brings us  to the third factor [after domestic and export markets] in 
the genesis of the Industrial Revolution, government [or rather, the 
state]. Here the advantage of Britain over her potential competitors is 
quite evident. Cnlike some of them (such as France) she was prepared 
to subordinate all foreign policy to economic ends. Her  war aims were 
commercial and (what amounted to much the same thing) naval. 
(Hobsbaam 1969: 49) (Emphasis in the original) 

Even if it is perhaps exaggerated to say all foreign policy was 
subordinated to economic ends, of the occasional replacement of the 
Pitts by Walpole and Bute, for example, the relative dominance of 
imperial interests in Britain and the relative advantage of Britain in 
imperial competition are evident. One might think that the integral 
role of war in imperial strategy and the process of world capital 
accumulation should be as evident today as it was then. .Adam Smith 
recalled in 1776 that the last war [of Seven Years] was undertaken 
altogether on account of the colonies. . . . The Spanish war of 1739 
was principally undertaken on their account . . . and in the French 
war that was a consequence of it . . . a great part of which ought 
justly be charged to the colonies” (Smith 1937: 899). (It is true that 
Smith supposed that the wars were also fought for the benefit of the 
colonists and that they should therefore justly be made to pay for 
some of the costs of these wars; but this does not diminish his 
testimony that war was fought on account of colonial trade and for 
commercial benefit.) L h d  Romesh Dutt writes: 

“I am sure that I can save the country, and that no one else can.” So 
spoke the great William Pitt, afteraards Lord Chatham, not boastfully, 
but with that consciousness of power, and that clear prevision of great 
events, which sometimes come to men inspired by a lofty mission. 
LVilliam Pitt more than redeemed his pledge. H e  directed the adminis- 
tration of his country from 1757 to 1761, and, singularly enough, these 
five years mark the rise of the modern British Empire. England’s ally, 
Frederick the Great, won the battle of Rossbach in 1757,  made Prussia, 
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and humbled France. IVolfe took Quebec in 1759, and the whole of 
Canada was conquered from the French in [ 17601. Clive won the battle 
of Plassey in 1757, and Eyre Coote crushed the French power in India 
in 1761. R’ithin five years England’s greatness as a world power was 
assured; France was humbled in Europe, and effaced in Asia and 
America. (Dutt 1970, I: 1) 

Of course, although these years of the Seven Years War may have 
been decisive, they were not unique. They were, as we have seen, 
one in a series of such contests, and the French would again try to 
recoup their losses in the war against England associated with the 
ilmerican War of Independence and in Sapoleon’s conscious at- 
tempts in the wars that carry his name, after which France lacked 
the strength ever to try again. 

The Hammonds write: 

The  wars of economic nationalism, which succeeded to the \van of 
religion of the sixteenth century, have to be considered in two aspects. 
In the first place they determine which of the states of Europe should be 
the predominant power in parts of the world which had great economic 
importance; they decided between England, France and Holland as 
competitors for ascendancy in India and North America. In the second 
place the strain of these wars told more severely on industry and 
commerce in some countries than in others, and thus affected their 
relative material progress. In  both these respects England [an island on 
whose territory no war was fought and whose navy and commerce were 
ultimately strengthened by this fact] gained at the expense of her 
neighbors. (Hammond and Hammond 1966: 38-39) 

Hobsbawm agrees: 

British policy in the eighteenth century was one of systematic 
aggressiveness-most obviously against the chief rival, France. Of the 
five great wars of the period, Britain Lvas clearly on the defensive in 
only one. T h e  result of this century of intermittent warfare was the 
greatest triumph ever achieved by any state: the virtual monopoly 
among European powers of overseas colonies, and the virtual monopoly 
of world-wide naval power. (H0bsbau.m 1969: 59-60) 

The Hammonds conclude that “if the wars of the seventeenth and 
eighteenth centuries helped to determine the time, place, and courst: 
of Industrial Revolution, they were themselves effects, rather than 
the cause, of the changes that came over Western Europe between 
the discovery of the new world and the establishment of a series of 
independent American states (Hammond and Hammond 1966: 50). 



Chapter 7 

c 0 nclus i o  ns: 
On So-Called 

Primitive Accu mu lu t i o  n 

I have not answered all the questions that my readers will 
pose themselves at the end of this excessively long trip that 
I have imposed on them. But in history the perfect book, 
the book that never again shall be written, does not exist. 
On the contrary, history is an ever changing interrogation 
of the past, inasmuch as it must adapt itself to the neces- 
sities and sometimes the anxieties of the present. History 
offers itselfas a means for the knowledge of man and not as 
an end in itself: I do not know what, in this context, the 
reader will be able to  get out of a book like this one; 
everyone has his own way ofdialoging with a book. Asfor 
me, this Mediterranean, magnijcent and charged with 
the ages of the sixteenth century, today buried in the world 
of shadows, has made me pass over many paths, pursuing 
many problems that are problems of today, and not of 
yesterday or the day !?$ore. . . . 
-Fernand Braudel, La Miditerranie et le Monde 

mtditerranien a I’Epoque de Philippe 11 

The process of capital accumulation is a, if not the, principal 
motor of modern history and constitutes the central problem exam- 
ined in this book. Yet capital accumulation, and its treatment here, 
poses a number of fundamental theoretical and therefore also empir- 
ical questions that remain largely unresolved. These questions fall 
into four related categories: (1) primitive, primary, and capitalist 
capital accumulation; (2)  the unequal structure and relations of 
production, circulation, and realization in capital accumulation; (3) 
uneven transformation of capital accumulation through stages, cy- 
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cles, and crises; and (4) unending class struggle in capital accumula- 
tion, through the state, war, and revolution. Insofar as one single 
and continuous process of capital accumulation has existed in this 
world for several centuries, this heuristic division of the problem 
into unequal structure, uneven process, and so on is necessarily 
arbitrary. The structural inequality and temporal unevenness of 
capital accumulation, on the other hand, are inherent to capitalism. 

1. On Primitive, Primary, and Capitalist 
Accumulation 

A major open question concerns the basis and modalities of 
capitalist accumulation of capital itself, and particularly the transi- 
tion to this process through “so-called primitive accumulation”-as 
well as the transition again from capitalist to “socialist accumula- 
tion.” Insofar as I argue that during the past few centuries the world 
has experienced a single, all-embracing, albeit unequal and uneven, 
process of capital accumulation that has been capitalist for at least 
two centuries, it is necessary to inquire how this process began, on 
what bases it developed, and to what extent it has undergone impor- 
tant changes. 

hlarx wrote, “employing surplus-value as capital, reconverting it 
into capital, is called accumulation of capital” (Marx 1954, I: 579). 
Marx broke down surplus value as follows: “The surplus-value 
reproduced by prolongation of the working-day, I call absolute 
surplus-value. On the other hand, the surplus-value arising from the 
curtailment of the necessary labour-time, and from the correspond- 
ing alteration in the respective lengths of the t u o  components (neces- 
sary and unnecessary for reproduction) of the working-day, I call 
relative surplus-value” (1954, I: 3 15). Although absolute surplus value 
has certainly been important for accumulation, the most important 
recent capitalist accumulation, and Alarx’s analysis of it, has been 
based on the increasing production of relative surplus value. How- 
ever, although hlarx mentions it “only empirically”4n five lines as 
“one of the most important factors checking the tendency of the rate 



240 Andre Gunder Frank 

of profit to fall” (1962, 111: 230) and in four pages as among the 
“circumstances that . . . determine the amount of accumulation” 
(1954, I: 599-602), he also wrote: “in the chapters on the production 
of surplus-value it was constantly pre-supposed that wages are at 
least equal to the value of labour-power. Forcible reduction of wages 
below this value plays, however, in practice too important a part, for 
us not to pause upon it for a moment. It, in fact, transforms, within 
certain limits, the labourer’s necessary consumption-fund into a 
fund for the accumulation of capital” (1954, I: 599); and: “The part 
played in our days by the direct robbery from the labourer’s neces- 
sary consumption-fund in the formation of surplus-value, and, 
therefore, of the accumulation of the accumulation-fund of capital, 
the so-called domestic [or putting-out] industry has served to show” 
(1954, I: 602). That is, capitalist accumulation of capital is also based 
on a superexploitation of labor pou’er through excess-surplus value, 
which often-and not only in British domestic industry-denies the 
laborer even the minimum necessary for subsistence by any defini- 
tion and which, at some times and places, prohibits even the repro- 
duction of labor power. Moreover, this less-than-subsistence 
superexploitation occurs both through wage labor and through other 
relations of production, as well as through the connection between 
the two. 

A related question refers to the kind or modality of capital ac- 
cumulation, In one sense, capital accumulation is by definition 
“capitalist” and has been defined and analyzed by Marx and Marxists 
in terms of the creation of a free labor force through the separation of 
previous owners from their means of production, the production of 
absolute surplus value and (through technological innovation and 
increasing organic composition of capital) of relative surplus value, 
the reproduction of this cycle through the realization of surplus 
value and its application in new production and innovation, the 
concentration and centralization of capital, etc.-that is, in terms 
which define industrial capitalism and imperialism. But before this 
industrial capitalist process of capital accumulation became, and 
could become, self-sustaining, apparently around 1800, there was a 
long period of so-called primitive accumulation, prior t o  “capitalist” 
accumulation and importantly based on precapitalist relations of 
production and/or their transformation into capitalist ones. The 
meaning of this “so-called primitive accumulation” that occurred in 



Conclusions 24:L 

the several centuries prior to 1800 bears further consideration. Dur- 
ing this period ofprevious, prior (in German, urspriingliche), original, 
precapitalist accumulation, in precapitalist times and based on pre- 
capitalist relations of production, these relations and the mode of 
production they formed were, in that sense, also noncapitalist. Ac- 
cumulation, then, could not be said to have been directly based on 
surplus value, insofar as it was not produced by free wage laborers 
Nonetheless, the value that the producers received was, in some 
sense, less than that which they produced, or no accumulation 
would have been possible. The consumption that producers were 
allowed may or may not have been equal to, greater than, or lesser 
than their needs for subsistence and the requirements for the repro- 
duction of the productive force. 

If precapitalist means previous to capitalist, then, by definition, il 
is also noncapitalist. If precapitalist means the beginning of 
capitalist, then it is part capitalist, part noncapitalist. But in either 
event, noncapitalist need not be precapitalist, since it can also be 
simultaneous with capitalist accumulation or even postcapitalist. 
Thus, insofar as primitive accumulation refers to accumulation on 
the basis of production with noncapitalist relations of production, it 
need not be prior to, but can also be contemporary with capitalist 
production and accumulation. Such noncapitalist production, and 
the accumulation based on it, may be calledprimary accumulation, to 
distinguish it from precapitalist primitive accumulation and produc- 
tion (Roger Bartra calls it permanent primitive accumulation). Such 
primary accumulation, based in part on production through non- 
capitalist relations of production, has been a frequent, if not con- 
stant, companion of the capitalist process of capital accumulation 
even in its developed stages of the dominance of wage labor and later 
of relative surplus value. Indeed, such primary accumulation has 
made a substantial, if not essential, contribution to capitalist ac- 
cumulation of capital. Such primary accumulation of capital may or 
may not also imply superexploitation of the non-wage labor pro- 
ducer beyond his or her needs for minimum subsistence and repro- 
duction. It implies superexploitation of wage labor insofar as its 
consumption fund and the reproduction of its labor pou.er draws 
directly on this noncapitalist production. 

DraLving on these conceptual distinctions, we may pose a series of 
further questions that arise out of our examination of the genesis, 
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bases, and modalities of capital accumulation and especially of the 
“so-called primitive accumulation” that Marx discusses in Volume 1 
of Capital. If this process of “so-called primitive accumulation” oc- 
curred in the three or more centuries prior to the capitalist process of 
capital accumulation that began with the Industrial Revolution, in 
what sense did it involve any accumulation of capital? In what sense 
was it “so-called primitive?” In what sense did it lead and/or con- 
tribute to the later capitalist process of accumulation? And in what 
way is the earlier process (or processes) similar to or different from 
the later process of capital accumulation? 

hlarx made the following argument about “the secret of primitive 
a ccu mu 1 at ion”: 

But the accumulation of capital pre-supposes surplus-value; surplus 
value pre-supposes capitalistic production; capitalistic production pre- 
supposes the pre-existence of considerable masses of capital and of 
labour-power in the hands of producers of commodities. The  whole 
movement, therefore, seems to turn in a vicious circle, out of which we 
can only get by supposing a primitive accumulation (previous accumu- 
lation of Adam Smith) preceding capitalist accumulation; an accumula- 
tion not the result of the capitalist mode of production, but its starting 
point. . . . The  so-called primitive accumulation, therefore, is nothing 
else than the historical process of divorcing the producer from the 
means of production. It appears as primitive, because it forms the 
pre-historic stage of capital and of the mode of production correspond- 
ing with it. (Marx, 1954, I: 713-14) 

But this formulation raises more questions than it answers. Two 
of these questions, to begin with, are: How does the amassing of 
considerable masses of capital take place, and what bearing on this 
has the process of divorcing the producers from their means of 
production? A4arx himself argues that a considerable mass of the 
capital amassed in the prehistoric stage of capital before the Indus- 
trial Revolution was produced with relations of production that did 
not imply, require, or even permit the wage labor divorce of produc- 
ers from their means of production. variety of noncapitalist and 
precapitalist relations of production-colonial, slave, second serf, 
but also first serf and feudal-both inside and outside Europe and 
Western Europe, contributed to this amassing of capital before the 
Industrial Revolution. 

Marx’s rhetorical observation that “the veiled slavery of the 
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wage-workers in Europe needed, for its pedestal, slavery pure and 
simple in the new world” and that “capital comes [into the world] 
dripping from head to foot, from every pore, with blood and dirt” 
(1954, I: 759-60) suggests not only that these “noncapitalist” sources 
and relations of production were essential to capitalist accumulation 
of capital, but that they implied the forcible robbery of parts of these 
producers’ consumption fund for the accumulation of capital. Thc 
seven “useful” years of a slave’s life in many parts of the New world, 
the decline in Indian population in Mexico from 2 5  million to 1. i 
million (and the rise in labor costs for mining) in little more than a 
century after the Conquest, not to mention the total decimation of 
the indigenous population of the Caribbean in half a century, the 
increased incidence and depth of famine in Bengal after its rape by 
the British, and many less massive failures of the population to 
reproduce itself after being incorporated into the process of capital 
accumulation, all testify to the superexploitative character of these 
relations of production, social formations, and the process of ac- 
cumulation in its preindustrial stage. 

Many of these same relations of production, and the production 
deriLed from them, continued to be and are still important for the 
capitalist process of capital accumulation. An important question, 
for then and now, is exactly how production under noncapitalist 
relations of production contributed to or was transformed into 
capitalist accumulation, both previous to its beginning per se and 
simultaneously with it since. The insistence on the importance of 
these relations and the surplus value ultimately produced by them 
both previous to the Industrial Revolution and since (during the 
period of classical imperialism studied by Rosa Luxemburg and 
Lenin, for instance), does not, of course, deny the importance of the 
historical process of divorcing producers from their means of pro- 
duction and their transformation into wage earners. Indeed, this 
process underlay the development not only of capitalist relations of 
production, but part of the process of accumulation also, in that the 
producers’ divorce from their instruments of production also con- 
tributed to the concentration of capital. Moreover, it may be argued 
that the divorce of many producers from their means of production 
in the Third World during the imperialist period and the denial of‘ 
the minimum means of subsistence to either the resulting wage 
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laborers or the remaining non-wage producers (obliging one to sub- 
sist with the support or at the expense of the other) or both, made a 
material contribution not only to the accumulation of capital but also 
to the elevation of the wage rate in metropolitan countries.” 

Thus, the process of divorcing owners from their means of pro- 
duction and converting them into wage laborers was not only primi- 
tive, original, or previous to the capitalist stage, but also continued 
during the capitalist stage, as it still does. And so primary non- 
capitalist accumulation also continues, feeding into the capitalist 
process of capital accumulation. But the latter continues not simply 
because capitalist development of wage labor divorces producers 
from their means, but also despite this divorce through the mainte- 
nance and even re-creation of not strictly wage labor relations. The 
question of how and why this so-called primitive, nondivorcing, 
primary, noncapitalist accumulation has taken place and continues 
long after the Industrial Revolution is still the subject of considerable 
debate. But the problem of the relation and contribution of primary 
accumulation to capitalist accumulation of capital is similar to and 
brings us back to the question of the relation and contribution of 
primitive, precapitalist accumulation to capitalist accumulation it- 
self: How do we escape from the vicious circle around the starting 
point of capitalist capital accumulation by supposing a primitive 
accumulation (previous accumulation) preceding capitalist accumu- 
lation? \Then, then, was the starting point of the capitalist mode of 
production? How did the precapitalist (and therefore noncapitalist) 
primitive original accumulation take place and amass capital, if there 
was no capitalist-expanded reproduction? h n d  how did this previous 
accumulation fulfill a necessary, if not sufficient, condition for the 
starting point of capitalist accumulation of capital? Indeed, when 
was the starting point, not of capitalist accumulation, but of pre- 
capitalist accumulation that materially and economically contributed 
to real capitalist accumulation? 

Marx seems to exclude the fourteenth- and fifteenth-century “be- 
ginnings of capitalist production” from the beginning of the “modern 
history of capital” which dates from “the creation in the sixteenth 

* For estimates of unequal exchange, see .Amin (1974) and for estimates of the 
underdeveloped countries’ excess of merchandise exports over imports between 1880 
and 1930, see Frank (1978, ch. 7 ,  and in press). 
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century of a world-embracing commerce and a world-embracing 
market. , , . The colonies secured a market for the budding man- 
ufactures, and, through the monopoly of the market, an increasing 
accumulation. The treasures captured outside Europe by undis- 
guised looting, enslavement and murder, floated back to the 
mother-country and were turned into capital” (1954, I: 146, 7 5 3 -  
54). But the production and the concentration of productively based 
merchant capital in the Italian cities was essential to the voyages of 
discovery and the early creation of a world-embracing commerce. 
Then, how were the treasures turned into capital? And how impor- 
tant in this process was the unrequited loot and how important the 
market sale of manufactures? How, specifically, did the digging-out 
of silver in the Americas and its transport to Europe contribute to 
amassing capital in Europe? One answer, examined in this book, i s  
that this silver and gold financed the purchase of use value and 
exchange value from the Orient and Eastern Europe. (But what did 
the countries of the latter, in turn, do with the precious metals, apart 
from partially sterilizing them, in other words, using some measure 
to keep the increase in the supply of money from circulating and 
raising prices?) Another answer is that the resulting inflation, insofar 
as the precious metals were not sterilized, led directly and indirectly 
to the concentration of capital, the divorce from means of produc- 
tion, and the increase in exploitation of more, and less well-paid, 
labor. How did the looted and slave-produced, as well as European 
wage labor- and non-wage-labor-produced, use values and their con- 
version into exchange values contribute to amassing and concentrat- 
ing capital? How was the capital that was amassed in the sixteenth, 
seventeenth, and eighteenth centuries then reproduced-in the ab- 
sence of developed capitalist relations of production-and then 
finally converted into capital that was able to reproduce itself a t  least 
partly through wage labor industrial production and reproduction? 
The question of when and how original precapitalist, primitive 
accumulation of capital became (the starting point of) the capitalisr 
process of capital accumulation remains substantially open. 

A further question of immediate political and economic relevance 
concerns the possible persistence and importance of so-called primi- 
tive, or rather primary, accumulation today. Certainly the produc- 
tion of use values through noncapitalist and precapitalist relations of 
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production continues today and is still directly converted into ex- 
change value for the process of capitalist accumulation, though 
perhaps their importance is no longer so great. But we may inquire 
how important noncapitalist relations of production are for the 
capitalist process of capital accumulation today in terms of three 
functions: (1) the sustenance and, in time of need, provision of a 
potential reserve army of labor and pool of labor polver; ( 2 )  the 
contribution to the sustenance and the reproduction of wage labor 
pon.er for \vhich capital pays a less-than-subsistence wage that is too 
low for the wage laborer’s sustenance and reproduction; and (3 )  the 
use of noncapitalist “socialist” relations of production to produce 
value that enters into the world capitalist process of capital accumu- 
lation. 

The sustenance of a potential reserve army of labor through 
partially noncapitalist relations of production, which offers capital 
new labor power and, a t  the same time, helps to depress the wages of 
existing labor, can be observed today in the massive flow of “guest 
workers” from rural Southern to industrial Sorthern Europe, albeit 
by way of the southern regional centers, and in the increasing 
transfer from industrial to some underdeveloped countries of indus- 
trial production, or assembly, for export. The quantitative impor- 
tance of this set of relations for the accumulation of capital is difficult 
to define and estimate, but these relations are certainly significant. 

Noncapitalist village production contributes substantially to the 
sustenenace of labor power and the retirement of wage laborers, who 
receive literally less than a living wage, in *\frican and Xsian mines, 
plantations, and urban employments, as Meillassoux, Rey, and 
others have pointed out. Although the extended family members of 
these migrant and other wage laborers in Southern and Il’estern 
Africa may produce substantial use value that does not directly enter 
the process of circulation, part of this use value is consumed by those 
wage laboring family members who do directly produce exchange 
and surplus value (often excess surplus value and frequently for 
export), so that the nonexchanged, noncapitalist production indi- 
rectly contributes to the capitalist process of capital accumulation. 
Indeed, if these workers were dependent only on the share of their 
value production that capital returns to them in the form of wages, 
some of them would be unable to produce any surplus value for 
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capital at all, so that for the surplus value that they do produce. 
capital has their “noncapitalist” family members to thank. (Of 
course, far from doing so, it maligns them as a further “welfare” 
charge on capital.) The same principle of “noncapitalist” primary 
accumulation of capital is also partly at work in the situation of the 
European “guest workers,” insofar as they are reared and again 
received by communities in Southern Europe, Asia, or the Carib-. 
bean, where part of the production is through “noncapitalist” pro- 
ductive relations, Extending this argument to its logical conclusion. 
the most widespread and important incidence of this phenomenon 
(i.e,, the capitalist accumulation of capital partly on the basis of 
primary accumulation through “noncapitalist” relations of produc- 
tion) is the unrequited production and reproduction performed by 
the wife and mother within the bourgeois and working-class 
families! For, if capital had to pay the housewife for the total 
contribution she, like the family of the African migrant worker, 
makes to the ability of the worker to produce surplus value, and if 
capital did not have her as a further underpaid labor force and 
reserve army of labor to boot, capitalist accumulation of capital 
would be difficult, if not impossible. 

Finally, if precapitalist-noncapitalist relations of production pro- 
duce value that directly or indirectly enters the process of circulation 
in such a way as to permit or contribute to capitalist realization and 
accumulation, then does not production through postcapitalist- 
noncapitalist relations of production do the same? What else is the 
significance for the process of capital accumulation of imperialist 
capital’s current interest in cheap, well-trained, and disciplined labor 
in the socialist economies of the Soviet Union and Eastern Europe? 
Imperialist capital may have to directly or indirectly pay more than a 
subsistence income to the socialist countries’ producers, or the 
socialist state may subsidize their social consumption. But whether 
imperialist firms proceed through “contract processing” of industrial 
production for re-export from the socialist countries or simply buy 
their manufactures and raw materials, part of the value produced by 
work in these economies is transferred to the capitalists whose profit 
realization and accumulation is enhanced either by the goods they 
receive from the socialist countries or by the capitalist-produced 
goods they exchange for them, or both. At a time when this East- 
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West economic integration proceeds apace under the political um- 
brella of dttente, the question arises to what extent the social forma- 
tions with socialist, “noncapitalist” relations of production are or are 
not isolated from the single, capitalist process of capital accumula- 
tion. - h d ,  after the debates-between followers and opponents of 
L41thusser in France, between communists and the “new” left in 
Europe, Asia, -Africa, and Latin hmerica-about the ways and 
means of the transition from feudalism to capitalism and from 
capitalism to socialism, the question arises (or remains): ”hat do we 
mean by transition? transition between two transitions? And are 
transitions necessarily cumulative and unidirectional?* 

2 .  On Unequal Relations of Production, Circulation, 
and Resolution in Accumulation 

The extent of the single, worldwide process of capital accumula- 
tion and of the capitalist system it has formed over several centuries 
remains an important open question, Clarity in the debate is ren- 
dered difficult by what may be called the inherent structural in- 
equality in the pattern of capitalist development itself, which admits 
of varying interpretation. The question has had important theoreti- 
cal and political relevance for over a century. Marx distilled his 
theory of capital primarily from its most developed manifestation in 
England and left unelaborated how far the latter included the less 
developed and undeveloped sectors of Europe and the world, which 
he examined more through historical description than through 
theoretical categories (such as primitive accumulation, Asiatic mode 
of production, etc.). Moreover, in his newspaper accounts, of Brit- 

* .iddressing the Congress of the Hungarian Communist Party in Budapest on 
Alarch 19, 1975, the head of the Soviet party, Leonid Brezhnev, said that because of 
“broad economic links between capitalist and socialist countries, the ill effects of the 
current crisis in the \Vest also had an impact on the socialist world.” This impact, 
moreover, Mas neither casual or unintentional: in its 1966 resolution the Central 
Committee of the Hungarian party said “the new economic mechanism should 
establish a close relationship between internal and external markets. I t  should increase 
the impact of influences originating in foreign markets on domestic.” 
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ain’s role in India, the Mexican-American War, and the American 
Civil War, among others, Marx thought that the extension of the 
process of capital accumulation and of its most developed social 
formations to these sectors was progressive and held out the hope 
that Britain presented them with the mirror of the their own future. 
Rosa Luxemburg regarded the incorporation of seemingly external 
noncapitalist and precapitalist economies into the process of capital 
accumulation as necessary for the resolution of its internal problems 
of realization. For Lenin, Trotsky, and Stalin, Asia, ,Africa, and 
Latin America, not to mention non-European Russia, were object’s 
of imperialist expansion which generated immediate nationalities 
questions for the continuing and uninterrupted revolution. The 
Third International subordinated both the theoretical elaboration 
and the political solution of these questions to the construction of 
socialism in one country, and some of its heirs still seek to do so 
today. In recent years, after the replacement of colonialism by 
neocolonialism, struggles for national liberation, and, in some coun- 
tries, the construction of socialism, questions relating to the extent of 
capital accumulation and the structure of the capitalist system are 
increasingly expressed in the following terms: (a) the “primacy” of 
“internal” “productive” relations rather than “external” “circula- 
tion,” or commercial, relations, and (b) supposing the former, the 
nature, extent, and combination of capitalist and noncapitalist rela- 
tions of production, modes of production, and social formations, and 
their ripeness for socialist revolution. 

If capitalist production is the production of exchange value, then i t  
also involves the circulation or exchange of use value. Capitalist 
accumulation involves the expanded re-production of exchange value 
through the cycle of realization of exchange value through the ex- 
change of use value. “Circulation is itself a moment of production, 
since capital becomes capital only through circulation” (Marx 1973: 
520), and circulation can continue to produce exchange value only 
through continued production of use value. Thus, however central 
the production of exchange value (not simply of use value, which i’ j  

equally essential to any productive system) may be to capitalist 
accumulation of capital, the realization of capital through the ex- 
change of use and exchange values in the process of circulation is also 
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an essential part of the process of capitalist production and 
accumulation-and should be an essential part of its definition. 
Therefore, neither the relations of the production of use value nor 
the production of exchange value through wage labor can be in and 
of itself a sufficient criterion for the existence or nonexistence of 
capitalist production and accumulation, since each leaves out of 
account other relations that are essential to the realization and re- 
production of capital, and therefore to the accumulation of capital. 

The reaches of the capitalist system or the extent to which particu- 
lar economic activities or social formations are incorporated in the 
capitalist process of capital accumulation may and must then be 
examined in terms of the relations of production, exchange, and 
realization of capital that contribute to this process of accumulation. 
T o  identify the reaches of capitalist accumulation and the capitalist 
system, the relevant question is not simply the existing relations of 
production per se, and still less the existence of wage labor (since the 
latter can exist in isolation without contributing to the reproduction 
and accumulation of capital, while production with relations of 
production other than wage labor can be and is exchanged and 
realized as capital, and therefore can and does contribute impor- 
tantly to the accumulation of capital throughout its history). Inso- 
far as relations of production-in relation to exchange and 
realization-are the significant criterion, it is the transformation of the 
relations of production, circulation, and realization through their 
incorporation into the process of capital accumulation that is, in 
principle, the relevant criterion of the existence of capitalism. (This 
is so, even though the far-reaching transformation of preexisting 
relations of production was not necessary in parts of India and China 
to permit some of their production to contribute to capital accumula- 
tion elsewhere for a time-until these areas too had to undergo 
transformation in order to continue their contribution.) In historical 
practice, however, participation in the world process of capital ac- 
cumulation and the transformation of the relations of production 
have gone together, each being necessary for the other, although the 
transformation of preexisting relations of production does not neces- 
sarily entail the establishment of wage labor everywhere. Instead, 
incorporation into the worldwide process of capital accumulation 



Conclusions 2 5 1 

may entail transformation of relations of production from one “non- 
capitalist” form to another or the utilization of preexisting forms of 
production to contribute to capital accumulation in combination 
with different circuits of circulation. 

The formulation of this theoretical approach to the diversity of 
forms in the process of capital accumulation and the inequality in the 
structure of the capitalist system, as well as the considerations below 
about the uneven process of accumulation (and the use of this 
approach in the examination of the worldwide process of capital 
accumulation until 1790 undertaken in the text) may help to resolve 
some controversies about the extent of capitalism. 

Most easy to resolve, in principle, is the question of the extent of 
the global system as an alternative to the ideal and often idealized 
units of analysis that are so widely used in social and historical 
studies, such as the village, tribe, nation (state), or (European) conti- 
nent and their supposed past or present defining characteristics. It 
may easily be argued that most of these do not exist in the past or 
the present, and cannot be understood in isolation from each other 
and from the process of world history as a whole.* 

However difficult it may be in practice to demonstrate exactly the 
mutual and determinant relation of any or each of these to the 
process of world history, it may be argued that the existence, the 
essential characteristics, and much of the recent development of 
most of these social “units” has been substantially shaped by their 
participation in the worldwide process of capital accumulation and 
in the world capitalist system. The early history of such participa- 
tion is painted with broad brush strokes in the text of the book. From 
this account it would appear that capital has not so much trans- 
gressed state boundaries to become international in recent times, as 
that the nation-state itself was formed long ago as a byproduct and 
servant of capital, whose existence and accumulation had already 
been “international” from its inception, before the nation-state was 
born. Turning to the present, it is clear that there still exists no 
independent international socialist economy, market, or accumula- 

* I have previously argued as much under the titles “Sociology of Dcvclopment and 
Cndcrdevelopment of Sociology” and “Functionalism and Dialectics” (Frank 1969) 
and “On Dalton’s ‘Theoretical Issues in Economic Anthropology’ ’’ (Frank 1970a). 
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tion, as Stalin, for one, had anticipated. What remains open to 
question is to what extent the socialist countries are in or out of 
capitalist accumulation and world capitalism. 

More difficult is the question posed by those who argue that 
relations of production are “internal” and therefore determinant, while 
exchange relations or circulation are “external” and superficial, or 
virtually irrelevant to capitalist accumulation and its definition. Is 
capitalism, and still more the transition to capitalism and the deter- 
minants of its development, confined to certain centers of economic 
activity, leaving most of the world for a long time and still much of 
the world today outside the capitalist system (with, at most, some 
exchange relations with the centers of capitalist production that 
are external to both the capitalist and the noncapitalist relations of 
production)? Not in my opinion. Without necessarily implying such 
a formulation, the question of production vs , circulation emerges 
from Marx’s priority in the analysis of the determination of and 
determinant role of the relations of production (but of exchange 
value) that underlie capitalist accumulation, as against the more 
superficially visible relations of exchange. The issue of the determi- 
nant priority of the relations of production over the relations of 
exchange also arose in Lenin’s critique of the populist Narodniks in 
tsarist Russia. In the debate about the transition from feudalism to 
capitalism, A4aurice Dobb subscribed to the determinant role of 
production relations that were supposedly “internal” to the declining 
feudalism and the emerging capitalism and “internal” to some parts of 
Western Europe. Paul Sweezy was ascribed a “circulationist” posi- 
tion that supposedly interpreted the transition as arising from ex- 
change relations that were “external” to both feudal and capitalist 
productive relations and supposedly “external” to Europe in that they 
stressed the importance of the commercial expansion of Europe and 
the productive incorporation, particularly of the mining economies of 
the New World, into the process of accumulation. The debate has 
often been regarded as a chicken-and-egg one, in which Dobb was 
said to argue that the transformation of European “internal” produc- 
tive relations (in the “center”) caused its commercial expansion, kvhile 
Sweezy was supposed to ha\ e argued that Europe’s “external” com- 
mercial expansion (in the periphery) determined the transformation of 
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the relations of production from feudalism to capitalism in Europe. 
Toshio Takahashi is regarded to have attempted a resolution which 
leaned toward Dobb’s analysis, if only because, in Alarxism and in 
fact, internal contradictions determine external ones. (Thus, in his 
essay On Contradiction, 12/Iao Tsetung illustrated this principle by 
recalling that u.ith equal external heat applied to an egg and a stone, a 
chicken emerges from the former and nothing from the latter-- 
because of their different “internal” compositions .)* 

The analysis of a single process of accumulation and the develop- 
ment of a single world capitalist system renders the question of the 
internality or externality of the determination, at least of this process 
itself, irrelevant and unanswerable. The determination is, of course, 
geographically and sectorally internal to where this process takes 
place, and it must scientifically be sought internally to the human 
activities-including population changes-and their relations which 
give rise to and participate in this process, although climatic or other 
physical circumstances may be contributory factors.** The predomi- 
nance of “internal” relations of production over “external” relations 
of exchange is rendered more questionable, in turn, if we consider 
the necessary connection of both of these relations for the realization 
of, and therefore for the expanded reproduction and accumulation 
of, capital, with successive relations and modes of production. 

The debate about the capitalist and other modes of production and 
their relations has recently assumed new vigor in many parts of the 

* The present author has frequently been criticized as a “Narodnik” circulationis.:, 
who, in the tradition of such less guilty parties as Baran and Sweezy, has supposedly 
confused capitalism with exchange to the total or virtual exclusion of production and 
for mistakenly arguing that external relations in or with the periphery are determinant 
instead of internal ones in the center. A citation, classification of, and partial answer 
to some one hundred critiques was attempted in an answer to critics (Frank 1977). 
Though I admit having examined relations of exchange, perhaps overly so, I have re- 
jected the contention that I entirely neglected relations of production, in the prefaces 
to the revised edition of Capitalism and Underdevelopment (1969) and to Lumpenbo-urgeois,;e 
(1972). 

**This book is intended as a step toward the internal explanation of this worldwide 
process. Another major step is Immanuel Wallerstein’s The Modern World-System. Vol. 
I (of four planned volumes): Capitalist Agriculture and the Origins of the European 
World-Economy in the Sixteenth Century (1974a). 
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world.* The result is the agreement that Stalin’s formulation of 
universally progressive transition from communalism to slavery, to 
feudalism, to capitalism, must be abandoned as schematically un- 
Marxist and altogether out of keeping with historical reality. There 
is increasing, but not entire, agreement that the precapitalist modes 
and relations of production that remain, and many that existed until 
not long ago, are neither “feudal” nor “L4siatic,” and certainly need 
not be so. There is a variety of modes or, a t  least, of relations of 
production and of combinations among them and between them and 
the capitalist mode of production. Many of them are preserved or 
even created by the incorporation into the capitalist process of 
capital accumulation of the production that is organized through this 
variety of “noncapitalist” relations or modes of production. Though 
there is substantial agreement that only one mode of production can 
be dominant a t  one time and place, there is some disagreement as to 
whether here or there the dominant mode of production is indeed 
the capitalist one. Perhaps because the question is related to political 

* In India, the Economic and Political Weekly has carried an ongoing debate on modes 
of production in Indian agriculture and colonial modes of production since 1971 
(summarized in hlavi 1975; Cleaver 1976) and theJournalfor Contemporary Asia has done 
so for other areas. In France, Recherches Internationales i la Lumiere du Marxisme 
and the Centre dEtudes et de Recherches hlarxistes have published collective vol- 
umes on the second serfdom in Eastern Europe and on feudalism, respectively, \vhile 
La Pensie carries occasional individual articles, and Amin, Meillassoux, Rey and others 
have published major books advancing my analysis, especially for Africa, of the 
problem of modes of production. Ahlers et al. in \Vest Germany and Kossok in East 
Germany have prepared new analyses of modes of production in Latin America. In 
Latin ;\merica itself, Cuadernos del Pasado y Presente in Buenos Aires, Cuardernos de la 
Realidad Nacional in Chile before the coup, Estudios Centroamericanos in San Jose, Costa 
Rica, Historia y Sociedzd in its new series in Mexico, and Ciencias Economicas y Sociales in 
Caracas have, over the past four or five years, devoted well over a thousand pages of 
analysis by Laclau, Sempat, Cardoso, Cordoi-a, Semo, Cuevas, Bartra and others to 
colonial and other modes of production and social formations in Latin America and 
the Caribbean. The  more or less common denominator of terminological use in this 
discussion, which I shall adopt here, is that “relations of production” concretely 
refer to these in the narrower sense; “mode of production” is a more abstract concept 
referring to ideal type combinations of one or more relations of production with forces 
of production, and therefore sometimes also of extraction of surplus and the related 
superstructure; and “social (and economic) formation” refers to a particular concrete 
combination of relations of modes of production and superstructure in a particular 
time and place. Though of these, “mode of production” has the most currency in the 
discussion, I prefer whenever possible to refer to the more concretely identifiable 
“relations of production.” 
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strategy for national liberation and democratic or socialist revolution, 
there is more disagreement about which regions, productive arid 
exchange activities, and relations of production or social formations 
do and do not form part of the capitalist system and its process o f  
capital accumulation, or, to put it the other way around, how f,ar 
capitalism extends today or extended at particular times and plaws 
in the past. arguing that capitalism can only be said to exist where 
production is entirely or predominantly undertaken by wage labor, 
and denying that category to hundreds of millions of people em- 
ployed in agriculture in India and Latin America, despite the exis- 
tence of nearly half of these without land ownership and often 
even without tenancy, some conclude that Indian agriculture or 
entire countries in Latin America are feudal. Patnaik (1971, 1972), for 
example, takes this position regarding India, while Raul Fernandez 
and Jose Ocampo (1974) claim the same for Latin America, though, 
at the same time, they ascribe this circumstance to the existence arid 
predominance of imperialism. In terms of the criteria proposed 
above, this conclusion is, of course, entirely unacceptable. The 
argument is an extreme version of a tendency to regard the past and 
present relations of production of particular parts of the world in 
isolation from the worldwide capitalist process of capital accumula- 
tion and to take account of only part of the capitalist process of 
re-production of capital. 

In other words, without denying or neglecting the importance of 
the detailed analysis that others make of the transformation of pro- 
ductive relations in Europe in the past, or in other parts of the world 
more recently, I argue that their analysis as part of a singlle 
worldwide process of capital accumulation also requires more atten- 
tion. Most economic histories of the “world” not only omit most 
extra-European production and exchange (even most of that outsidle 
West Europe or even northwest Europe); they neglect the participa- 
tion of the productive and exchange activities of extra-European 
countries in the European, not to say world, process of accumulation 
and development. R/loreover, they disregard the part that these 
productive and exchange relations played in the developing world 
system. The argument here is that, whatever the answer to these 
questions, it must be sought where the world process of accumula- 
tion took place, in the colonial periphery of the world system as well 
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as in the metropolitan center. Indeed, as this review of the early part 
of this process indicates, particular peripheries and particular parts 
of the metropolis have participated differently in this process. 
Moreover, I agree with Wallerstein that the role and changing par- 
ticipation of various “intermediate” mediating “semiperipheries”- 
once the Iberian peninsula and Eastern Europe, later the United 
States and perhaps Russia, now possibly the emerging “subim- 
perialist” centers and/or the Soviet Union and the socialist 
economies of Eastern Europe-has received particularly little atten- 
tion and remains very inadequately understood. 

The attempt to examine the process of reproduction and accumu- 
lation of capital “on a world scale,” to use the terminology of Amin’s 
title, and to inquire into “the origins of the European world- 
economy,” to cite Wallerstein’s subtitle, is the purpose of this book. 
It leads to the following further questions and possible answers 
about the extent and structure of capitalist production, exchange, 
and realization. 

Where and when is capitalism to be found? More precisely, what 
parts of the earth (or which productive activities and social forma- 
tions) participated in the single worldwide capitalist process of capi- 
tal accumulation? Marx can be considered to have identified the 
existence of capital (if not capitalism) in “the creation of a world- 
embracing commerce and world-embracing market” dating from the 
sixteenth century, “although we come across the first beginnings of 
capitalist production as early as the fourteenth and fifteenth century, 
sporadically, in certain towns of the Mediterranean” (1954, I: 7 15, 
146); in “the transition from feudal to capitalist mode of production” 
in the sixteenth and seventeenth centurie (1962, 111: 327-30); or in 
the development of industrial capital in En k land and parts of Europe 
in the first half of the eighteenth century. Some would interpret him 
as claiming that large parts of Asia, Africa, and Latin America are 
still untouched by capitalism today. Slavery, for instance, is not 
wage labor. Does this justify interpreting Marx as saying that the 
slave plantations in the U.S. South and the Caribbean were not 
capitalist? What use is such an interpretation? \4’e must reject as 
misleading at best, if not altogether useless, a criterion that does not 
lead us to recognize that the sugar slave plantations of Brazil in the 
sixteenth century, those of more and more Caribbean islands in the 
seventeenth and eighteenth centuries, and the cotton slave planta- 
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tions of the U.S. South in the nineteenth century were essential 
parts of a single system and historic process in which they contrib- 
uted materially to the primitive and then industrial accumulation of 
capital concentrated in particular parts of the system and times of the 
process. Does this mean that the escaped black slaves and small 
yeoman farmers practicing subsistence agriculture at the margin of 
plantations were “outside” of the capitalist system? If the slave-using 
economies of the A4mericas were integral parts of the system arid 
essential contributors to its development, then were the “single 
export” slave-producing societies of ,Africa not equally essential parts 
of and participants in a process of accumulation? Of course they 
were. But exactly how far into the interior of Africa did the slave 
trade and slave wars extend to incorporate precapitalist societies into 
the world process of accumulation? Irrespective of which “colonial” 
mode of production was generated in or imposed on the mining 
activities of Mexico, Peru, and Minas Gerais, and through them on 
the surrounding areas, peoples, and their social formations, the latter 
also participated materially in the same system and process. 
Does this mean that all of Mexico, Peru, and other surrounding areas 
and peoples were integral parts of the worldwide, if not all- 
embracing, system by colonial times? Were the mining and even 
backward-linked argicultural and other supply-producing activities 
metropolitan overseas enclaves? If so, when, if ever, did these en- 
claves and activities impose the process of their development on the 
others and/or begin to generate a process of accumulation that carne 
to be partially autonomous, if not independent of accumulation 
elsewhere in the world? 

The Ottoman Empire was instrumental in the long-distance orien- 
tal and African trade, and this trade encouraged the expansion of 
the Ottoman Empire, which, in the fifteenth century, led to the 
discovery of America; both were intimately related to the transition 
from feudalism to capitalism in Western Europe. In the fifteenth and 
particularly sixteenth centuries, the regions bordering the Mediter- 
ranean on the north also became prominent in this trade and als- 
sociated activities. In the seventeenth century, the entire Mediterra- 
nean area and its peoples bordering it in Southern Europe, Sor th  
Africa, and the Middle East or Western Asia again lost this pron-ii- 
nent place and participation. If Southern Europe’s participation in 
capitalist development was then slowed down, was the Ottoman arid 
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Arab people’s place in the system eliminated entirely? More likely, 
one might argue that they experienced an involution, differing ac- 
cording to differences in their internal structure (as suggested by 
Amin), not unlike that of other areas in recent history. The same 
increase of production and expansion of trade thus visited upon the 
productive activities and social formations in the aforementioned 
regions nonetheless did not require, induce, or impose a far-reaching 
transformation of the mode of production in South and Southeast 
Asia until the second half of the eighteenth century and later, despite 
the active participation in this same process of substantial productive 
activities of large regions in these subcontinents, or in China and 
Japan, which remained wholly or substantially isolated from this 
process until the mid-nineteenth century. These major regions of the 
world long remained unincorporated, or only marginally incorpo- 
rated, in the process of capital accumulation, even though some, 
particularly parts of India, contributed to the process before their 
incorporation. We may ask to what extent and how the sacrifice of 
Indian labor in the silver mines of Mexico and Peru or of African 
labor in the slave plantations of the Caribbean (and the transforma- 
tion and formation of productive relations there) for a time 
postponed-but ultimately made all the more necessary-the trans- 
formation of “Asiatic” modes of production and the sacrifice of 
Indian labor in India. 

Beginning in the sixteenth century, Eastern Europe experienced a 
“second serfdom” at the same time that Western Europe increasingly 
freed itself from its first. Through the production and export of 
cereals and raw materials (for which Western Europe paid the East- 
ern European landlords partially with silver and sugar imported 
from the Americas and spices from the Orient) the “second serfs” of 
Eastern Europe helped Western Europe overcome its shortage of 
grain. This shortage had in turn been caused by the enclosure of agri- 
cultural land to graze sheep (who therefore were said to “eat 
men”) to produce wool for textiles (which were also in part exported 
to Eastern Europe), thus promoting the migration of former peasants 
and serfs to the towns (whose “air makes free”) in the transition from 
feudalism to capitalism in Western Europe. Russia did not seem to 
be part or participant yet a t  all, until Peter the Great opened a 
window in Petrograd. Can we account for all of this content and 
extent of capitalist, albeit protocapitalist, development? 
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Then there is the ethnocentric question: “\Vhy didn’t ‘they’ col- 
onize ‘US’?’’ n’hy did the Chinese, who sent merchant fleets of 200 
ships, each one larger than any the Europeans would have until 
years to come, to the coast of East Africa in the fifteenth century, not 
develop and dominate a long-distance trade? Instead, they hemmed 
the trade and bridled their merchants-for “internal” reasons. \Thy 
did the Indians, whose cotton textile technology was the world’s 
most advanced and whose export of textile production was by far the 
greatest until 1800, not carry through the Industrial Revolution? 
Ernest Mandel (personal communication, February 19, 197 5 )  writes: 
“You know my answer: because the more advanced agriculture in 
the East led to a bigger increase in population, which made irrigation 
works imperative; therefore, centralization of the agrarian surplus; 
therefore, political weakness of the bourgeoisie; therefore, discon- 
tinuous process of primitive accumulation. In the IVest, the louer 
labor productivity in agriculture, with more limited population, 
made possible fragmentation of political power, thereby enabling the 
rise of a politically more powerful bourgeoisie, and a big reverse 
from discontinuous to continuous accumulation of capital in the 
fifteenth century.” Howeter that may be (and the question remains 
open despite the answers of Mandel, Barrington Moore, Xmin, and 
others), even Max \l.’eber recognized, through his comparative study 
of oriental and Western society and religion, that the answer lies riot 
in the realm of “ethics” or “spirit,” but in the forces and relations of 
production and exchange, as well as in the associated political or- 
ganization of society. These same circumstances, which impeded 
prior capitalist development and expansion in the East, also offered 
it the strength for a long time to resist substantial incursion from the 
West and/or to render \Vestern and capitalist geographic, economic, 
and politico-military incursion beyond isolated spots on the coast 
and, of course, structurally different parts of Southeast ,Asia too 
costly and unattractive before the late eighteenth and the nineteenth 
centuries. 

3 .  On Uneven Stages, Cycles, and Crises 
in Accumulation 

Another set of questions concerns the temporal unevenness of the 
process of capital accumulation and capitalist development. We fa.ce 
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again the question of distinguishing phases, stages, or epochs in this 
process and the problem of the transition from one to another. 
Related to these difficulties is the problem of observing and analyz- 
ing the fluctuations or cycles, short, medium, and long, in the 
process of accumulation. If in the centuries prior to the Industrial 
Revolution there was a previous so-called primitive accumulation 
during the prehistory of capital, how were the starting point of this 
precapitalist history, its own phases of transition, and its transition 
to capitalist accumulation and development related to observed fluc- 
tuations or perhaps even cycles in this so-called process of primitive 
accumulation? 

Along with some students of history, I suggested in Chapter 1 that 
there may have existed a long “up-and-down-swing,” not to call it a 
wave, fluctuation, or cycle, which manifested itself in the expansion 
associated with the crusades of the twelfth and part of the thirteenth 
centuries, followed by a long downswing in the fourteenth and part 
of the fifteenth centuries, which brought in its train the Black Death, 
among other socioeconomic and demographic convulsions. -4ppar- 
ently, there was an economic recuperation in parts of Europe, be- 
ginning at the end of the fifteenth and running through much of the 
sixteenth century, of which the discovery, conquest, and exploita- 
tion of America was but a part. Can these hypotheses be sustained, 
and if so, do they imply that so-called primitive accumulation began, 
in some sense, as early as this time? 

If there were such precapitalist and even pre-precapitalist eco- 
nomic fluctuations, in what sense were they related to the 
process-not to say cycles-of accumulation, at a time when there 
was no industrial capitalist cycle of capital accumulation? Were these 
ups and downs totally random fluctuations or reflections of climati- 
cally generated and/or demographic fluctuations that should not be 
called “cycles” in that the germ of the downswing was not already 
contained in the upswing, and still less vice versa? Insofar as these 
long swings were reflected in prices, were they, as Braudel and 
Spooner (1967) seem to argue, only variations in price (and below 
them of agricultural and money supply) or were they more than that, 
as is suggested here? And what more? Can we distinguish long 
swings in production or in rates of growth of production? Can we go 
further and find fluctuations in investment and even in profitability, 
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which could be termed cycles, in that the downswing is caused by the 
upswing itself? In that case, is it valid to suggest that these were 
up-and-down cycles in the process of accumulation or so-callled 
primitive accumulation of merchant capital? Did the downswings, 
and especially the crises, bring with them disadjustments that per- 
mitted and/or obliged readjustments in economic (including pro- 
ductive) relations so that even during the prehistory of industrial 
capital the economic crises played an essential cathartic role in the 
development of the process of accumulation through transformations 
in productive and exchange relations? In sum, even though tine 
reproduction cycle of industrial capital was not yet developed, is it 
legitimate to argue that the process of accumulation had begun 
already prior to the Industrial Revolution? In that case, how did thlat 
process of accumulation compare with or differ from the cycle of 
industrial capital? 

The historical process of capital accumulation and capitalist de- 
velopment has occured in phases or stages. Of course, these phases 
do not have an existence independent from the process itself, nor 
does the process exist without its phases. Similarly, the process of 
accumulation and its phases of development have been temporally 
uneven, in that they have had expansive upswings and contractive 
downswings, which are also integral parts of the process. It is 
apparently possible to distinguish so-called long economic up-and- 
down-swings; but the process of accumulation is also marked by 
“medium” and short fluctuations and cycles. Of course, these latter 
are also integral parts of the longer swings, as daily and momentary 
events are also integral aspects of these and of the whole historical 
process, That is, history and its cycles do not have a reified existence 
apart from the multiple events that compose them, and the events 
and their uneven occurrence do not take place outside of history.” -- 

* Thus, Pierre and Huguette Chaunu (1974) observe in their classic study of the 

The economy of the Spanish-.4merican Atlantic . . . is thus an economy of long 
phases, those long phases so dear to the hearts of French historians. It is, 
however, possible to discern within these great movements-first the rise, then 
the leveling-off or decline-a series . . of short-term cyclical fluctuations in 
sixteenl-h-and seventeenth-century economies: fluctuations which in the ab- 
sence of statistics can be guessed at rather than perceived. Cyclical fluctuations 
ripple through . , . from 1504 to 1650. From 1590 to 1650, a cycle of about 10 to 

Atlantic economy: 
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This obliges us to ask which events, which regularities and which 
patterns of unevenness, and which economic cycles to select for 
observation and study. The choice depends, of course, on the pur- 
pose. -4 short-term speculator may be most interested in the 
minute-to-minute fluctuations of the stockmarket. During the so- 
called inventory cycles, inventories are built up and run down. In 
the classical Juglar eight-to-ten-year business cycles, investment is 
accelerated and decelerated, but using essentially the same technol- 
ogy and productive relations. Construction varies in the eighteen-to 
twenty-year Kuznets cycles. The major changes and transforma- 
tions in the process of capital accumulation include all of these, of 
course, but seem to be particularly related to the innovations in 
technology or productive forces and the transformations in produc- 
tive relations associated with the so-called fifty-year-long a’aves 
sometimes associated with the name of Kondratieff (u ithout im- 
plying acceptance of his theory of cycles, however) or \vith sets of 
them and with the transformation of the mode of production from 
one stage of development to another. It is these latter, and within 
them the periods of economic and political crisis, which receive 
preferential attention in this book. But this raises the threefold 
question of whether these long waves exist at all, inasmuch as their 
very existence has been challenged e\ en for our times; whether they 
existed (and hokv they could exist) before the adkent of industrial 
capitalism; and how they can supposedly be identified to be a 
century or more long during the prehistory of capital. 

More concretely, we should ask: In what sense was there a seven- 
teenth-century depression? Chapter 2 documents that beginning late 
in the century, the expansion of the sixteenth-century let-off. Com- 
pared to the previous uneven expansion, much of the seventeenth 
century witnessed, most visibly, a decline in the production of silver 
and in the growth of the money supply, long periods of deflation, 

11 years may be clearly distinguished, lagging slightly behind the decade-the 
declining phase corresponding roughly to the first half of the decade, the rising 
phase to the second half. It remains to be seen what these short fluctuations 
imply. . . . h-or is it impossible that between the 10-11 year fluctuations and 
the centennial ones (rising phase 1508-1620, declining phase 1620-1680) we may 
be able to discover intermediate fluctuations known to historians of the French 
school as “interdecennial fluctuation.” . , , To sum up, there is no golden rule 
for determining short- and medium-term fluctuations in the Spanish-htlantic 
economy from 1504 to 1650. (1974: 122-23) 
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very much reduced transatlantic trade, less or slower expansion of 
oriental trade, and perhaps lower production or a slower rate of 
growth. Certainly, there were more, longer, and more severe em- 
nomic and political crises. The Mediterranean area, Portugal, Spain, 
Italy, and the Ottoman Empire, which had been in economic ascen- 
dency in the sixteenth century, suffered a decline which was in 
many respects absolute (and until today permanent) and also relative 
to the Northwest of Europe.” 

Why then did the Mediterranean decline? Some suggestions are 
offered in Chapter 2 ,  but they do not go very far. Did the Mediter- 
ranean regions become less competitive? Were they, in response to a 
general decline in demand, at least in internationally traded goods, 
less able to reduce costs of production and to undertake the social 
changes in productive relations and/or technological changes in pro- 

=+ On the other hand, the Chaunus also write: “Nor is there asingle economic cycle 
for the Spanish Atlantic. . . . There are several economic cycles, of which that of the 
Spanish Atlantic is at most a resultant. The economic space of the sixteenth century, 
and even more that of the seventeenth, was certainly much more partitioned than that 
of the twentieth, and aforteriori the nineteenth” (1974: 1 2 3 ) .  And the student of the 
French Languedoc region, Le Roy Ladurie objects: 

Is it correct, in connection with such a period, to employ catch-all phrases like 
‘the crisis of the seventeenth century’ or to speak of the ‘reversal of the con- 
juncture’ beginning in the early decades of the century? Such expressions are 
perfectly valid in regard to the Spanish-colonial conjuncture, to Ibero 
America. . . . They are equally valid in regard to Castile and Italy; and a few 
decades later could be applied to Germany and neighboring Burgundy devas- 
tated by the Thirty Years War. But outside these geographical limits, vast as 
they are, simple extrapolation is impossible. One cannot even assert that the 
‘Mediterranean conjuncture,’ as a whole, supports the thesis of a change of 
direction around 1620: some violent short-lived crises, yes; a demographic slow- 
down (beginning in the last third of the sixteenth centur ), without a doubt; a 
universal secular depression, n e a t  least not yet; because f’rovence, Languedoc, 
and Catalonia-all of the considerable Mediterranean Littoral of the Gulf of 
Lion, from Tarragona to Toulon-escaped the radical reversal of the economic 
conjuncture which assumed henceforth a southern, peninsular, and from a 
European point of view, almost marginal character. On the northernmost shores 
of the Mediterranean, the conjuncture subsided; it changed pace; it grewsluggish; 
it did not yet reverse itself. (Le Roy Ladurie 1974: 146) 

I would, on the contrary, argue that Le Roy Ladurie’s own account suggests that the 
conjuncture was not so “marginal” after all, and still less so if we observe that it also 
appeared in England, Portugal, and the Eastern Mediterranean, as well as parts of 
Eastern Europe. It is inherent in this process that crises affect different sectors and 
regions unequally and even unevenly, permitting some of them relative-and eventu- 
ally some of them also absolute-advantages over others. 



264 Andre Gunder Frank 

ductive forces necessary to remain competitive? In the Italian cities, 
it has been suggested, the effective opposition of the guilds pre- 
vented such changes. What prevented them in Spain and Portugal, 
where the state was relatively strong? In Portugal this relative 
strength perhaps uas canceled out by the economic concessions 
made to Britain in return for political protection against Spain. ’And 
in the latter? Some of Spain’s economic weakness and “antinational” 
economic policies, dating from the sixteenth century may be traced 
to the Habsburg emperors, who were in permanent debt to foreign 
bankers to finance their European wars. 

Returning to the question of international competitiveness, were 
costs of production, in textiles for instance, higher in the South than 
in the North of Europe? The sixteenth-century inflation had been 
more severe in the South (which was closer to the source of money) 
than in the North, raising prices more in the former than in the 
latter, and encouraging exports from the Sor th  to the South. But 
insofar as the inflation was an important instrument in the decline of 
real wages, had they not declined more and perhaps farther in the 
South of Europe than in the North? W’hat accounts for the increas- 
ing differentiation of Sorthern Europe during the seventeenth cen- 
tury as well? Germany was effectively taken out of the running by 
the Thirty Years War.” But was this war a cause or, as we may 
suspect, a result of this German decline? Holland enjoyed its 
“golden seventeenth century,” but it was based on commerce: Dutch 
expansion in the Orient was more at the expense of Portugal than 
representative of a net growth of European trade, partially also at the 
expense of Britain and northern Germany, and did not last beyond 
the century. Why was this commerce, as well as Dutch finishing of 
raw British cloth, not translated into productive development, tak- 
ing advantage also of the textile productive capacity and experience 
in the Flemish regions (of present-day Belgium)? Why, finally, was 
Britain, which at the beginning of the century was uncompetitive 
even with Holland, by the end of the century able to challenge the 
much larger France, and go on in the eighteenth century effectively 
to win out over its French rival? 

* Yet it has been claimed that the “Thirty Years War . . . did not entail long- 
lasting economic decline in the countries in which it was waged. . . . . In Germany, 
too, industry recovered quite rapidly , , , but rather industry modified its organiza- 
tion by returning to more primitive forms” (Topolski 1974). 
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The development in Britain of the “new draperies” through the 
putting-out system was a factor, as were the associated “bourgeois” 
revolutions of 1640 and 1688, and the intervening anti-Dutch Navi- 
gation -4cts. That is, British manufacturing and overseas commerce 
could count increasingly on the effective support of a growing state. 
But did not Louis XIV’s “l’itat-c’est-moi” France also have a strong 
state? Was not Colbert the archetype of overseas state-supported 
mercantilism? One answer is that Colbert nevertheless represented 
only the relatively weak merchant and manufacturing interesi-s 
against the stronger, landed, continent-oriented interests defended 
by Louis XIV’s minister of war. And if in England the merchant and 
manufacturing interests (and we must ask what were the conflicts of 
interest between these) so effectively gained the upper hand undcr 
Cromwell after 1640, then why was the bourgeois Glorious Revolu- 
tion of 3688 necessary? 

Returning to the question of long cyclical swings in silver and gold 
production, prices, and production or even investment in general, 
was the decline in silver production and in the growth of the money 
supply the “cause” of the depression, or were they rather the conse- 
quences of an already existing cycle of over-and-under accumulation 
that was determined otherwise, but still within the process of ac- 
cumulation itself? And why was recovery uneven in the eighteenth 
century? If there was an “investment cycle,” how so? A4nd in that 
case, how did the process of so-called primitive accumulation differ 
from that of capitalist accumulation? 

Skipping over the first half of the eighteenth century (dealt with in 
Chapter 3 and elsewhere), u e  may turn to some major questions 
raised by the treatment in Chapter 5 of the period 1762 to 1789 as 
a long crisis-ridden downswing, which brought with it not only 
the American and French, but also the Industrial revolutions. ‘4 
first question, of course, is whether it can be satisfactorily estab- 
lished that there was an economic downturn (from what?) during 
these three decades. Was there a slowdown in production as well :is 
in productive or at least commercial investment? There is evidence 
that there was a decline, at least, in profitability in the British-related 
world economy, and that an attempt was made to counteract this 
decline through measures such as paper increases in the supply of 
money by the Bank of England and the establishment of country 
banks. The production of gold fell off, and toward the end of the 
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century the production and supply of silver began to rise sharply 
again. 

One of the hypotheses of this book is that in each major economic 
crisis the process of accumulation turns to depend significantly and 
critically on a sharp increase of superexploitation and so-called 
primitive accumulation. This apparent tendency seems to have been 
reflected after 1760 in the sharp acceleration of the enclosure move- 
ment in Britain, which inspired Oliver Goldsmith’s “Deserted k’il- 
lage,” and by the plunder of Bengal after the Battle of Plassey of 
1757 in India. Both represent sharp increases of primitive accumula- 
tion, but the former also generated wage labor and the latter did not. 
Can we say that these and other changes in the relations of produc- 
tion and in the amount of capital that was amassed represent the 
crisis-generated adjustment in the process of capital accumulation 
that followed upon a previous overaccumulation through other 
means? If the previous (mid-century and earlier) accumulation had 
“run out of steam” and led to declining rates of profitability, had this 
been in the realm of merchant capital only? Or  is it more likely that 
European productive capital (invested, for instance, in overseas 
sugar plantations, domestic agriculture, and certain lines of man- 
ufacturing) was also affected by a crisis of profitability? (There is no 
doubt that the British-owned sugar plantations in the Caribbean 
began their decline after 1763, but the French plantations at the 
same time began their “golden age,” only to sink into oblivion by the 
revolution in Haiti in 1794. This was perhaps the consequence of 
overexploitation by the French, after they had lost all further oppor- 
tunities in India, North AAmerica, and Africa bvith the Peace of Paris 
in 1763). Again, if these events already represent cyclical fluctua- 
tions in productive investment, how did this prehistory of capital 
differ from its history, which began with the Industrial Revolution? 
And what were “the causes of the Industrial Revolution”? Chapter 5 
explores the possiblity that part of the causes lie in this post-1762 
economic crisis. But it may be, and has been, objected that even if all 
the other questions about this post-1 762 period could be satisfactor- 
ily answered, so momentous a transformation in world history as 
the Industrial Revolution cannot be ascribed solely to a supposed 
thirty-year economic crisis. Perhaps; but I am suggesting only that 
the crisis accelerated and made definitive a transformation that was 
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already underway earlier in the eighteenth century, and before, as 
Chapter 6 makes clear. A4oreover, neither I nor anyone else, as that 
chapter also suggests, has yet been able to offer a complete or wholly 
satisfactory explanation of the causes of the Industrial Revolution. 

4. On Unending Class Struggle in Accumulation 

“The history of all hitherto existing society is the history of class 
struggle,” Marx and Engels wrote in The Communist Manifesto. 
Nonetheless, notwithstanding numerous studies of various of its 
aspects and despite the prevalence of schoolbook “political” history, 
a real history of the class struggle remains one of the least developed 
of Marxist, let alone other, social and economic historiography. 
Particularly weak is the analysis of class formation and struggle in 
relation to the process of capital accumulation as a whole, a weakness 
reflected in this book. Here I shall confine myself to a few isolated 
and superficial observations and questions about capital accumula- 
tion, class formation and composition, and class conflict and struggle 
as manifested through the state, warfare, and religious or ideological 
and political conflict, or revolution. 

The unequal and uneven process of accumulation was both cause 
and consequence of increasing differentation of productive force$# 
and relations, and these of differences in class composition and! 
interests. For instance, as Chapter 1 tries to demonstrate, relatively 
minor variations in productive and social circumstances between, 
Eastern and Western Europe in the late Middle Ages nonetheless 
permitted, through the sixteenth-century economic expansion, the 
decline of serfdom and the development of manufactures in some 
parts of the West, while generating or reinforcing a class of land- 
owners in the East whose interests were opposed to a similar de- 
velopment and were tied instead to the production of staples for 
export. For the production of these, in the absence of sufficient 
urban opposition, they successfully forced the peasantry into a 
second serfdom, In the S e w  World also, and through the slave trade 
in AAfrica, the place of the local organization of production in the 
international division of labor generated the development of power- 
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ful classes of productive, commercial, political, and military entre- 
preneurs and officials (the distinction was often hard to make) whose 
immediate economic interests were tied to production for and trade 
with Europe at the expense of the masses of the local population and 
consequently these regions did not experience any autonomous de- 
velopment and suffered the development of undevelopment in much 
the same way as did Asia and other parts of Africa later. Less clear is 
how and why these metropolitan and local interests were so success- 
fully able to impose themselves and their economic, social, and 
political order, despite the frequent, if not constant, opposition of 
the oppressed and exploited sectors of the population. (Their pas- 
sive, active, and violent opposition has, with some exceptions, gone 
largely unrecorded by the ruling groups who have written history.) 
In Europe itself, the process of differentation and generation of 
conflicting interests was, of course, also far from uniform and con- 
tributed to an agitated history of domestic and foreign conflict. 

As Marx observed, force and violence were the midwives of this 
process throughout. Much of this force and violence was organized 
and institutionalized by the state, whose principal raison d b e  it and 
the associated subsidy of one social class and sector at the expense of 
another has been and remains. Though perhaps still insufficiently 
studied, the importance of the state in the colonial system, both in 
the motherland and the colony, and in the associated mercantile 
system and the commercial wars is intuitively evident. But, as Adam 
Smith, if not all those who recognize him as the father of their 
discipline, emphasized and Marx again reiterated, the emergence 
and action of the state played an equally essential role in the de- 
velopment of “domestic” or “national” capitalism: by enforcing the 
separation of producers from their means of production and the 
provision of a labor force capable of producing surplus, not to say 
extra, surplus value, or through the provision of laws and measures 
that facilitate the realization of surplus value by capital. The de- 
velopment of the state, and particularly of the absolute state in the 
seventeenth century, did not take place until the attempts at empire 
building, especially of the Habsburgs had failed (Wallerstein 1974a: 
132 ff.). But insofar as this is the case, it may also be suggested 
(although Wallerstein says it was inherently impossible) that the 
failure of empire itself was in part immediately occasioned by the 
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end of economic expansion. Similarly, it may be suggested that thie 
rise of the strong state with more limited national sovereignty was 
the result of economic depression in the seventeenth, and in Franc(: 
already in part of the sixteenth, century. This imposed economic 
retrenchment and exacerbated economic, social, and political 
conflict within neighboring regions and socioeconomic groups a t  thlz 
same time that it made them rivals for more limited opportunities of 
those in other nations in formation. Louis XIV and Colbert on the 
one hand and Cromwell and the Long Parliament on the other 
represented results of the seventeenth-century depression, even if 
they did not represent the only possible solutions. The “nationalist” 
policies of their states were the response, in times of economic 
difficultiies, of compromise and arbitration between contending eco- 
nomic interest groups and the conversion of the winner’s interests 
into state and national policy. This was most clearly visible in the 
increasingly commercially motivated international alliances and 
Anglo-Dutch, Anglo-French, and Hispanic wars of the seventeentlh 
and eighteenth centuries. Chapters 2 and 3 distinguish among these 
between “offensive” wars, or military campaigns and international 
diplomacy during or immediately following periods of economic 
upswing, and “defensive” wars, during times of economic down- 
swing and depression. The place of “religious” wars and those of 
dynastic succession, as well as of all war, in the worldwide process of 
capital accumulation is, of course, in need of much more study. 

The relation of ideological and religious conflict to the process of 
capital accumulation, and to its unequal incidence and uneven 
tempo, also requires more systematic study. In the context of histor- 
ical materialism, R. H .  Tawney’s argument in Religion and the Rise ~ l f  
Capitalism (1947) that the conditions of the latter provide the context 
of the former, are more persuasive than Weber’s in The Protestant 
Ethic and the Spirit of Capitalism (1958) that the former generates the 
latter. I have argued (1974, 1978) how unsatisfactory this Weber 
thesis is in contrast to the analysis of relations of production and 
exchange in the process of capital accumulation. Thus, if Jews and 
Protestants were in Europe associated with economic expansion 
(albeit not for reasons of their “ethic”), their expulsion here and 
there, and the Counter-Reformation in one principality or another, 
would seem to have been immediately related to economic contrac- 
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tion andlor renewed dominance of landed interests andlor economic 
contraction. (For a related argument see \.Vallerstein 1974a.) That 
rebellion and revolution are related to alterations in class composi- 
tion arising out of changes in forces and relations of production, and 
particularly that they are often sparked by economic crises, is amply 
documented but not systematically analyzed in the context of the 
process of accumulation as a whole. The English, French, and 
American revolutions of the seventeenth and eighteenth centuries, 
analyzed in Chapters 2 and 5 ,  not to mention later and contemporary 
revolutions and counter-revolutions, are related to such economic 
and political crises. 

T o  observe and to argue that these political and ideological 
(“superstructural”) events are not arbitrarily or simply self- 
determined but have for centuries been determined parts of the 
unequal incidence and uneven tempo of the process of capital ac- 
cumulation, and this, moreover, not only on a local or national but 
on a world scale, is not to deny that they in turn exercise qualita- 
tively crucial and far-reaching influences on this process of accumu- 
lation and its “infrastructure.” On the contrary, although my 
analysis is particularly inadequate in this regard, the argument is 
that political and ideological, as well as cultural and scientific, 
movements are decisive for the “economic” process. 

One of my hypotheses in this regard (presented in Chapters 2 and 
5 )  is that the incidence of major scientific and technical invention, as 
well as of philosophical and artistic “revolution,” is coincident with 
and generated or accelerated by economic-and therewith 
political-crisis. Perhaps cumulative step-nise scientific and cultural 
advance is fed by and achieved during periods of economic expan- 
sion, to the continuance of which they may also help to contribute. 

But my hypothesis is that “Kuhnian revolutions” in scientific, 
philosphical, or cultural paradigms arise directly or indirectly out of 
economic crisis in which “necessity is the mother of invention.” In 
Chapters 2 and 5 I suggest that the seventeenth-century scientific 
revolution associated with Galileo, Leibniz, Descartes, and others 
and the late eighteenth-century technological revolution associated 
with U’att, Arkwright, Ely, and others were in part economic crises 
generated by attempts at reducing costs of production and expand- 
ing economic frontiers under economic limitations. Although there 
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is some evidence of state and other institutionally sponsored and 
financed technological research (and the establishment of scientific 
societies and institutes) associated with the crisis of the seventeenth 
century, the fact that many major scientific and technological ad- 
vances then and since came from extra-institutional outsiders or 
loners (EinzeZgunger, autodidacta) would seem to lend still more 
plausibility to my hypothesis since it is they who are particularly 
convulsed by the agitation of the times, and that is why they are 
outsiders. 

My hypothesis is that the economic crisis also becomes indirectly 
effective through the political crisis that it engenders and this effecl 
is particularly strong on those individuals (also loners or rebels) who 
suggest the revolutionary advances in philosophy and the arts, as 
well as in the sciences. Most of the Renaissance was coincident with 
the fourteenth- and fifteenth-century crisis or crises, and many of its 
most important figures were politically moved thereby (although the 
“High Renaissance” in Italy coincided with what was apparently 
already a period of economic upswing). But many of the leading 
figures of seventeenth-century philosophical and artistic renovation 
and of the late eighteenth-century Enlightment worked and gained 
acceptance in times of economic and political crisis. Similarly, scien- 
tific, philosophical, and cultural “revolutions” in the nineteenth and 
twentieth centuries may be said to have occurred during, or to have 
been generated by, periods of particular economic and political crises 
and through the mediation of minds that were particularly agitated 
by these crises. The work of such minds in turn has had far-reaching 
influence on the course of human history and on the process OF 

capital accumulation thereafter. To some extent even the “revolu- 
tionary” interpretation and writing of history thus has had and can 
have some influence on the course of history itself! 
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