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33 The combination of free trade and free capital flows: 
theoriess of imperialism 

Inn analyses and debates about whether economic globalization is an old or 
neww phenomenon, comparisons with the period 1870-1913 play an 
importantt role. Not only are those years closer in time than the preceding 
freefree trade era of laissez-faire, but this second period of free trade has more 
similaritiess with the current period. Then as now, international trade was 
increasingg and capital flows were internationalizing. 

Itt is rarely noticed that this comparison can be pushed even further. The 
combinationn of free trade and free capital flows is characteristic both of 
contemporaryy economic globalization and of the international regime 
beforee the First World War. The establishment of this even closer 
resemblancee seems at first to lend strength to claims that globalization is 

'nott at all a novelty, or even that it is a return to earlier modes of 
functioningg of world capitalism. 

Whilee the social, political and economic consequences of and driving 
forcess behind the increasing international interconnectedness of economies 
aree being debated heatedly today, the same was also true at the beginning 
off  the twentieth century. At the time, the causes, dynamics and possible 
futuree development of capitalism were broadly discussed in terms of 

11 Data about trade and financial flows now and at that time are often compared, and 
usedd to make the point that economic globalization is nothing new (see e.g. Hirst 
andd Thompson 1996; Kleinknecht and Ter Wengel 1998; Ruigrok and Van Tulder 
1995**).. But such aggregated data risk missing qualitative differences, such as the 
oness described by the IMF (1997a: 112): 'The process observed before 1914 could 
hardlyy be called "globalization," however, since large parts of the world did not 
participatee and also because the speed of transport and communication was such 
thatt it much less feasible than it is today to organize markets, or to operate forms, at 
thee global level. Furthermore, international financial markets today are 
characterizedd by much larger gross flows, with a much larger variety of financial 
instrumentss being traded across borders. Nevertheless, the trends we have been 
observingg in recent decades are in a sense taking us back to the future.' The 
problematicc character of these comparisons is further discussed in Went 1996 . 
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imperialism.. This chapter lays out similarities and differences between that 
periodd and today's globalization. 

3.11 Once again the combination 

Thee combination of free trade and free movement of capital is 
characteristicc of contemporary economic globalization. Even a cursory 
lookk at developments since the end of the 1970s shows how much the 
globall  economy has changed. Rodrik (1999: 8-9) argues that at the end of 
thee twentieth century 'we have the widest-ranging trade liberalization the 
worldd has ever witnessed', and that 'the volume of international trade 
increasedd at twice the rate of growth of world output from 1985 to 1994.' 
UNCTADD (1999: 7 and 55) points out that for 'the world as a whole, the 
ratioo of foreign direct investment (FDI) stock (inward plus outward) to 
GDPP has increased steadily since 1980', as more and more countries 'adopt 
FDI-specificc regulatory frameworks to support their investment-related 
objectives'.. Radice (1999: 20) notes that in Third World countries 'there 
havee been almost universal moves to liberalize controls on and trade and 
FDI,, including controls on foreign ownership of banks and other financial 
institutions,, and of minerals, energy, transport and communications 
companies.'' And Baker, Epstein and Pollin (1998b: 9-15) characterize the 
growthh of gross capital flows as 'dramatic', pointing to the 'great 
expansionn of international lending' and 'explosion of secondary market 
tradingg in stock, bond, foreign exchange, and derivative markets since the 
demisee of Bretton Woods and the emergence of deregulated domestic 
financialfinancial markets.' In their view two 'quite dramatic changes' stand out: 

Inn its 1999 - triennial - Central Bank Survey of Foreign Exchange and 
Derivativess Market Activity, the BIS (1999: 1) reports the growth of foreign 
exchangee operations. 'In terms of notional principal amounts, global turnover in 
traditionall  foreign exchange market segments (spot transactions, outright forwards, 
andd foreign exchange swaps) reached an estimated daily average of $1.5 trillion in 
Aprill  1998. This represented a growth of 26% in the three-year period since April 
1995,, an apparent sharp slowdown from the 45% rate of expansion of the 1992-95 
triennium.. However, adjusted for differences in the dollar value of non-dollar 
transactions,, growth accelerated between the two periods, from 29% to 46%. 
Forwardd instruments (outright forwards and forex swaps) consolidated their 
dominantt position with a market share of 60% (up from 56% in April 1995). At the 
time,, the market continued to be dominated by inter-dealer business (63%) and 
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'Thee first is the rise in the proportion of manufacturing exports among the 
less-developedd countries. The second is the explosion of short-term capital 
movements.' ' 

Thee rationale given in economic theory for financial deregulation is 
foundedd on a conception of how financial intermediaries and markets 
operate.. Coggins (1998: 35-62) shows that arguments in support of free 
capitall  flows are grounded in mainstream neoclassical analyses of the firm 
-- which are also presumed to hold for depository financial firms (DFFs) -
andd of the functioning of financial markets. He identifies twelve 
assumptionss behind this thinking, including: 'financial markets are robust 
andd stable', 'market signals are accurate and trustworthy', 'market 
participantss have adequate information', 'DFFs do not have extensive 
externalities',, and 'well-run DFFs operate with longer-run planning 
horizons.'' Alternative, heterodox perspectives pose challenges to all these 
assumptions.. Concretely: 'financial markets are fragile and unstable', 
'markett signals are often inaccurate and unreliable', 'market participants 
mustt cope with uncertainty, the unknowable, unpredictable future', 'DFFs 
havee extensive externalities', and 'because of competitive pressures, DFFs 
adoptt shorter-run planning horizons to succeed' (Coggins 1998: 63-127). 

Nott only is financial deregulation debatable in itself. In addition it is 
importantt to point out that an international regime characterized by the 
combinationn of free trade and free international capital mobility, which is 
currentlyy often presented as 'natural' or 'economically commonsensical', 
hass not always been the practice, and that its supposed merits have also 

cross-borderr transactions (54%).' 

33 This view of markets is basically 'in line with that espoused by Milton Friedman. 
Accordingg to Friedman, the voluntary exchanges, which take place under free 
markets,, provide both the cooperation of agents and the coordination of market 
activitiess because the resulting market prices of such exchange serve as signals 
whichh create both the incentive and the information need to act. (...) Under these 
conditions,, allowing all agents (individuals and institutions) a free pursuit of their 
ownn interest will optimize the institutional structures of society and maximize 
sociall  welfare. With such a view of markets, it is natural for the Deregulationists to 
arguee that free financial markets, through heightened market discipline, will deliver 
whatt is in both the individual and public interest - a safe and sound financial 
structure.. This view of markets can be seen in the Deregulationists' discussion of 
freefree markets and the efficiencies and discipline they generate' (Coggins 1998: 41). 
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beenn challenged within economic theory. As UNCTAD researcher  Felix 
(1995::  1) puts it: 

'I ss free international capital mobilit y compatible with free trade and 
stablee exchange rates? The answer  of the architects of the Bretton 
Woodss system, who filtered the inter-war  experience through the then 
burgeoningg Keynesian theoretical paradigm, was a fir m no. The current 
answerr  of the chief surviving Bretton Woods institution, the 
Internationall  Monetary Fund, and of the G-7 monetary authorities, who 
filterr  post-World War II  experience through the New Classical 
Macroeconomicss paradigm, is yes. Their  efforts to stabilize the volatile 
internationall  monetary system is premised on the compatibility , indeed 
thee desirability, of combining free international capital mobility with 
stablee exchange rates and free trade.' 

Itt  is no accident that Felix cites Keynes as describing 'proposals to 
stabilizee exchange rates and promote free trade without limitin g 
internationall  capital mobility '  as 'exercises in squaring the circle'. Keynes 
wouldd have looked at the offspring of the postwar  economy, 'the global 
financiall  markets and the theology of free trade, with a very cold eye', 
notess Longworth (1998: 47). He quotes Keynes' now famous passage: 

'II  sympathize, therefore, with those who would minimize, rather  than 
thosee who would maximize, economic entanglement between nations. 
Ideas,, knowledge, art, hospitality, travel - these are things which should 
off  their  nature be international. But let goods be homespun whenever  it 
iss reasonable and conveniently possible: and above all, let finance be 
primaril yy national.' 

Keyness was one of the principal architects of the Bretton Woods 
agreementt  of 1944. During the negotiations US representative White 
promisedd 'to respect the priorit y the British attached to full employment', 
althoughh controls on international capital movements were 'contrary to 
White' ss early vision of a world free of controls on both trade and financial 
flows'flows' (Eichengreen 1996: 96-8). Clearly the US did not subscribe to 'the 
darkerr  Keynesian view of the behavior  of financial markets, in which 
volatilit yy is largely endogenously generated because the bandwagon 
overbiddingg and herd-like dumping of financial assets results from rational 
individuall  behavior  under  uncertainty' (Felix 1998: 196). But the outcome 
off  Bretton Woods was explicit, as Boughton (1997: 10) notes: 

'(T)hee truth is that the founding fathers were downright bullish on 
capitall  controls. (...) As drafted at Bretton Woods, Section 1(a) of 
articl ee VI  read: "A member may not make net use of the Fund's 
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resourcess to meet a large or sustained outflow of capital, and the Fund 
mayy request a member to exercise controls to prevent such use of the 
resourcess of the Fund. If, after receiving such a request, a member fails 
too exercise appropriate controls, the Fund may declare the member 
ineligiblee to use the resources of the Fund.'" 

Afterr the Second World War, capital controls were broadly considered 
necessaryy as a means to give governments a degree of control over their 
nationall  economies and allow the implementation of national policy goals 
(Eichengreenn 1996). The background is the basic macroeconomic policy 
'trilemma'' that a country can only have two of the following three features: 
aa fixed exchange rate, full capital mobility and monetary policy 
independencee (Wyplosz 1998: 4). This means that countries combining a 
moree or less fixed (or pegged) exchange rate with free movement of 
capital,, as is common today and was common before the First World War 
underr the gold standard, are forced to give up control over domestic 
macroeconomicc objectives, such as full employment, thus either inducing 
capitall  formation or dampening inflation in developing countries (Bruton 
1998:: 907).4 Capital controls, Eichengreen (1996: 5) argues, 

'loosenedd the link between domestic and foreign economic policies, 
providingg governments room to pursue other objectives like the 
maintenancee of full employment. (...) By limiting the resources that the 
marketss could bring to bear against an exchange rate peg, controls 
limitedd the steps that governments had to take in its defense. For several 
decadess after World War n, limits on capital mobility substituted for 
limitss on democracy as a source of insulation from market pressures.' 

44 See for example Bordo and Schwartz (1997) and Eichengreen (1996) on the 
historyy of and conditions for the functioning of the gold standard. As they spell out, 
tradee and foreign borrowing were simplified when more and more countries 
adoptedd the same monetary standard. In the final years of the nineteenth century the 
systemm reached into Asia (Russia, Japan, India, Ceylon) and Latin America 
(Argentina,, Mexico, Peru, Uruguay), while silver remained the monetary standard 
onlyy in China and a few Central American countries (see also Eichengreen and 
Flandreauu 1996). It should not be forgotten, however, that the cooperation 
necessaryy to a gold standard functioned mainly to the advantage of North Central 
Europe,, led by England, the main economic power, and Germany, and that 
peripherall  countries' problems did not threaten systemic stability. Europe's central 
bankss were thus less inclined to come to the aid of a country in for example Latin 
America. . 
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Obstfeldd (1998: 8) argues that '(t)he broad trends and cycles in the world 
capitall  market over the last century reflect changing responses to the 
fundamentall  policy trilemma'. 

Theree is general agreement that the periodization of the level of 
internationall  capital mobility shows a U-shaped pattern: 

'Beforee World War I, controls on international financial transactions 
weree absent and international capital flows reached high levels. The 
interwarr period saw the collapse of this system, the widespread 
impositionn of capital controls, and the decline of international capital 
movements.. The quarter-century following World War II was then 
markedd by the progressive relaxation of controls and the gradual 
recoveryy of international financial flows. The latest period, starting with 
thee 1970s, is again one of high capital mobility' (Eichengreen 1996: 3).5 

Althoughh today national economies are increasingly linked and 
interwoven,, the idea that capital controls are an essential (though 
insufficient)) policy tool to safeguard economies from becoming a plaything 
off  financial markets has largely disappeared since the beginning of the 
1980s.. A real paradigm shift has taken place in major international 
organizations'' policy orientation. Writing from the inside about the IMF's 
history,, Boughton (1997: 8) notes that by 1994, 'the long-simmering 
debatee over the wisdom of capital controls has been completely overtaken'. 
Echoingg the often-heard argument that technological developments leave 
noo other choice, he infers that 

'noo country can share in the benefits of international trade unless it 
allowss capital to move freely enough to finance that trade, and modern 

55 See also Bordo and Schwartz 1997. 

Inn a typical editorial, the Financial Times (April 18, 1998) argues that everybody 
hass to understand that 'at the national level, the emerging global standard consists 
off  liberal trade and open financial markets'. This 'global standard' has been 
promotedd and imposed in all corners of the world by international organizations 
andd lobby groups, business elites, multinationals and traders on financial markets. It 
iss therefore hardly surprising that US Treasury Secretary Rubin urged for example 
'Africann governments to open goods and financial markets and embrace 
globalizationn even at the risk of political difficulties' (Financial Times, July 15, 
1998). . 
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financiall  markets are sophisticated and open enough that capital 
transactionss can no longer be compartmentalized as trade-related or 
speculative.' ' 

Thee IMF itself is of course the best example of how far this mutation has 
gone.. The Fund's Interim Committee decided unanimously in April 1997 
too amend the Fund's Articles so that capital controls would henceforth only 
bee allowed temporarily in exceptional situations (IMF Survey, May 12, 
1997).77 Nor is the IMF the only powerful international organization 
pushingg in this direction. After difficult negotiations and substantial 
pressuree on hesitant governments, more than a hundred countries signed a 
pactt under the aegis of the World Trade Organization (WTO) to liberalize 
tradee in banking, insurance and other financial services in December 1997. 
Andd secret negotiations by the OECD to formulate a Multilateral 
Agreementt on Investment (MAI) , which would have institutionalized the 
globall  right of capital to move freely in and out of countries, only failed 
becausee NGOs managed to mobilize broad resistance to such an agreement 
inn various parts of the world, and because doubts about such a far-reaching 
treatyy were present even in governmental circles in OECD member states 
likee France. 

Inn sum, a central feature of contemporary economic globalization is the 
combinationn of free trade and free capital flows as an international regime 
andd on the level of policy descriptions. Since a similar international regime 
wass characteristic of the decades before World War I, it may be 
illuminatingg to investigate that era's debates about the consequences of and 
drivingg forces behind the increasing international interconnectedness of 
economies. . 

77 Wade and Veneroso (1998b: 34) characterize this revision of the IMF's 
constitutionn - its articles of agreement - as one of the most irreversible measures to 
establishh free capital movement worldwide: 'The proposed revision of Article I, 
whichh describes the purposes of the Fund, says that promotion of the orderly 
liberalizationn of capital is one of the Fund's main purposes. The revision to Article 
VIII ,, which describes the jurisdictions of the Fund - and hence the matters subject 
too sanctions of a legal character - says that the Fund shall have the same 
jurisdictionn over the capital account of its members as it has over the current 
account.. This means, in effect, that the Fund shall oversee and approve any capital 
accountt restrictions. Moreover, the language requires countries to commit 
themselvess to open the capital account.' 
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3.22 Classical imperialism 

Att the beginning of the twentieth century an extensive discussion took 
placee about important changes that were taking place in the character and 
functioningg of capitalism. The emergence of big conglomerates and 
monopolies,, the increasing weight of finance capital, the importance of 
capitall  exports as a means of raising the profit rate in addition to 
internationall  trade, and the accompanying drive for - or inevitability of -
imperialistt policies by national states were recognized and discussed in 
differentt parts of the world, in different groups and milieux. This section 
reviewss some of these debates. 

Thee English sociologist and economist Hobson, who published his 
extensivee study of imperialism in 1902, was one of the first analysts to 
distinguishh imperialism from colonialism, a much older phenomenon: 

'Firstt - Almost the whole of this imperial expansion was occupied with 
thee political absorption of tropical or subtropical lands in which white 
menn will not settle with their families. Second - Nearly all the lands 
weree thickly peopled by "lower races." Thus the recent imperial 
expansionn stands entirely distinct from the colonization of sparsely 
peopledd lands in temperate zones, where white colonists carry with 
themm the modes of government, the industry and other arts of the 
civilizationn of the mother country. The "occupation" of these new 
territoriess was comprised in the presence of a small minority of white 
men,, officials, traders, and industrial organisers, exercising political and 
economicc sway over great hordes of population regarded as inferior and 
ass incapable of exercising any considerable rights of self-government, 
inn politics or industry' (Hobson 1902: 27). 

Forr Hobson (1902: 94-109), imperialism 'implies the use of the machinery 
off  government by private interests, mainly capitalists, to secure for them 
economicc gains outside their country'. The economic root of imperialism is 
'thee desire of strong organized industrial and financial interests to secure 
andd develop at the public expense and by the public force private markets 
forr their surplus goods and their surplus capital. War, militarism, and a 
"spiritedd foreign policy" are the necessary means to this end.' 

Forr  his classical treatise Imperialism, the Highest Stage of Capitalism 
(1917),, the Russian socialist leader Lenin made extensive use of Hobson's 
monumentall  work. Lenin came up with the following - now famous -
definitionn of imperialism: 
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'(W)ithou tt  forgetting the conditional and relative value of all definitions 
inn general, which can never  embrace all the concatenations of a 
phenomenonn in its full development, we must give a definition of 
imperialismm that will include the following five of its basic features: 
(1)) the concentration of production and capital has developed to such a 
highh stage that it has created monopolies which play a decisive role in 
economicc life; (2) the merging of bank capital with industrial capital, 
andd the creation, on the basis of this "financia l capital" , of a financial 
oligarchy;;  (3) the export of capital as distinguished from the export of 
commoditiess acquires exceptional importance; (4) the formation of 
internationall  monopolist capitalist associations which share the world 
amongg themselves, and (5) the territoria l division of the whole world 
amongg the biggest capitalist powers is completed. Imperialism is 
capitalismm at that stage of development at which the dominance of 
monopoliess and finance capital is established; in which the export of 
capitall  has acquired pronounced importance; in which the division of 
thee world among the international trusts has begun, in which the 
divisionn of all territorie s of the globe among the biggest capitalist 
powerss has been completed*  (Lenin 1917: 83). 

Forr  Lenin, domination by monopolistic associations of big employers is 
imperialism'ss principal feature. In its economic essence imperialism 'is 
monopolyy capitalism', he writes, identifying four  principal manifestations 
off  monopolies: 

'Firstly ,, monopoly arose out of the concentration of production at a 
veryy high stage. (...) Secondly, monopolies have stimulated the seizure 
off  the most important sources of raw materials. (...) Thirdly , monopoly 
hass sprung from the banks. (...) Some three to five of the biggest banks 
inn each of the foremost capitalist countries have achieved the "personal 
link-up ""  between industrial and bank capital. (...) A financial oligarchy, 
whichh throws a close network of dependence relationships over  all the 
economicc and political institutions of present-day bourgeois society -
suchh is the most strikin g manifestation of this monopoly. Fourthly, 
monopolyy has grown out of colonial policy. (...) To the numerous "old " 
motivess of colonial policy, finance capital has added the struggle for  the 

Inn describing imperialism interchangeably as the 'highest', a 'special', and 'the 
latest''  stage or  'epoch' of capitalism, Lenin's theory can be seen, as McDonough 
(1995)) shows, as ancestor  of later  theories of capitalist stages, such as the 
regulationn approach and long waves theories (see also chapter  5). 
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sourcess of raw materials, for the export of capital, for spheres of 
influence,, i.e., for spheres for profitable deals, concessions, monopoly 
profitss and so on, economic territory in general.' 

Ass the emphasis he puts on the increasing weight and power of finance 
capitall  shows, Lenin leans heavily on the famous 1910 study Das 
FinanzkapitalFinanzkapital by the German economist Hilferding, later finance minister 
underr the Weimar Republic. Industry's increasing dependence on bank 
capitall  means for Hilferding that the finance capitalist increasingly 
concentratess 'his control over the whole national capital by means of his 
dominationn of bank capital.' Capital export makes it possible for the first 
timee 'to overcome the harmful effects of a protective tariff on the rate of 
profit',, and the fact that new markets are no longer simply outlets for 
goodss but also spheres for the capital investment brings about a change in 
thee political behavior of capital-exporting countries. Direct rule over the 
areaa where capital is invested becomes more important, and capitalists with 
interestss in foreign countries therefore call for a strong state to protect their 
interestss all over the world 

'andd for showing the national flag everywhere so that the flag of trade 
cann also be planted everywhere. Export capital feels most comfortable, 
however,, when its own state is in complete control of the new territory, 
forr capital exports from other countries are then excluded, it enjoys a 
priviligedd position, and its profits are more or less guaranteed by the 
state.. Thus the export of capital also encourages an imperialist policy' 
(Hilferdingg 1910: 322). 

Bothh Hilferding and Lenin hold that capital, under the leadership of 
financefinance capital, has become the conqueror of the world, in an expansionist 
policyy to colonize new foreign markets. One of their main opponents on 
thiss issue was German socialist leader Kautsky. 

Likee Lenin, Kautsky originally considered war, militarism, imperialism 
andd capitalism as closely linked; but by 1912 his position had changed 
radicallyy (Geary 1987: 53). Kautsky then argued that imperialist expansion 
wass related to the interests of pre-industrial elites and high finance, and 
startedd defending the idea that finance capital only plays a secondary role 
inn the imperialist phase of capitalism. The most important fraction of 
capitall  became industrial capital for Kautsky. He argued that other options 
weree available to industry to guarantee the necessary agrarian hinterland 
forr raw materials and foodstuffs than colonization of agrarian territories 
andd war (Salvadori 1979: 187). 
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Laterr Kautsky concluded that the interests of all sections of capital 
wouldd be best served by free trade and improved communication, and 
thereforee not by colonial wars but by peace. He considered it likely that 
capitalistt nations would recognize this common interest, and therefore 
envisagedd in 1914 the possibility of a peaceful 'ultra-imperialism', in 
whichwhich capital based in different countries would cooperate to organize its 
worldwidee domination:9 

'Fromm the purely economic standpoint (...) it is not excluded that 
capitalismm may live through another new phase, the transference of 
thee policy of cartels to foreign policy, a phase of ultra-imperialism, 
whichh of course we must fight against just as energetically as we 
foughtt imperialism. Its dangers would lie in a different direction, not 
inn that of the armaments race and the threat to world peace' 
(Kautskyy 1915: 90). 

Kauskyy (1915: 90-1) maintained that imperialism is a 'political system', 
thatt is neither 'an economic phase' nor 'advanced capitalism of a higher 
stage',, but 'a particular kind of capitalist policy, just like Manchesterism, 
whichwhich it replaces.' There are clear similarities with the position of Hobson, 
whoo also maintained that imperial expansion is not indispensable to create 
thee necessary outlets for expanding industry, and argued for an alternative 
policyy on the basis of an underconsumptionist analysis: 

'Itt is not inherent in the nature of things that we should spend our 
naturall  resources on militarism, war, and risky, unscrupulous 
diplomacy,, in order to find markets for our goods and surplus capital. 
Ann intelligent progressive community, based upon substantial equality 
off  economic and educational opportunities, wil l raise its standard of 
consumptionn to correspond with every increased power of production, 
andd can find full employment for an unlimited quantity of capital and 
labourr within the limits of the country which it occupies. Where the 
distributionn of incomes is such as to enable all classes of the nation to 
convertt their felt wants into an effective demand for commodities, there 
cann be no over-production, no under-employment of capital and labour, 
andd no necessity to fight for foreign markets' (Hobson 1902: 86-7). 

Thiss theory of a peaceful imperialism, to be achieved by the workers movement in 
cooperationn with progressive elements of the bourgeoisie, was widely held within 
thee Second International. This is one reason why Kautsky and many others in this 
movementt were unprepared when war broke out in August 1914 (Geary 1987). 
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Kautsky'ss position faced harsh criticism from Lenin (1917: 85-6), who 
arguedd that Kautsky 'detaches the politics of imperialism from its 
economics''  and did not understand that imperialism 'strives to annex not 
onlyonly agrarian territories, but even most highly industrialised regions'. 
Contraryy to what Kautsky alleges, Lenin argues, the 'characteristic feature 
off  imperialism is not industrial but financial capital'. It is remarkable that 
nott  only Marxists made this analysis. Lenin quotes for  example a statement 
byy Cecil Rhodes, a British financial magnate who led colonial expeditions 
inn southern Afric a at the turn of the century: 

'II  was in the East End of London [a working class quarter] yesterday 
andd attended a meeting of the unemployed. I listened to the wild 
speeches,, which were just a cry for  bread! bread! and on my way home 
II  pondered over  the scene and I became more than ever  convinced of the 
importancee of imperialism. (...) My cherished idea is a solution for  the 
sociall  problem, i.e., in order  to save 40,000,000 of the United Kingdom 
fromm a bloody civil war, we colonial statesmen must acquire new lands 
too settle the surplus population, to provide new markets for  the goods 
producedd in the factories and mines. The Empire, as I have always said, 
iss a bread and butter  question. If you want to avoid civil war, you must 
becomee imperialists' (Rhodes, quoted in Lenin 1917: 74). 

Rhodess was far  from the only pro-capitalist defender  of imperialism. 
Conservativee and liberal advocates of imperial expansion such as Otto von 
Bismarckk and the French politician Jules Ferry also stressed its economic 
necessityy (Geary 1987: 47). 

Norr  were such insights limited to Europe. Parrini and Sklar  (1983) 
suggestt  that the 'Hobson-Lenin theory of imperialism' has 'pro-capitalist 
Americann origins', and that their  thinkin g was already published and in 
placee in the years 1896 to 1901 by 'some neglected turn-of-the-century 
Americann economists, who influenced or  participated in the formation of 
U.S.. foreign policy'. 

Arthu rr  Twining Hadley (Yale), Jeremiah W. Jenks (Cornell) and 
financiall  authority and journalist Charles A. Conant 'took the lead among 
Americann thinkers in laying the theoretical foundations for  the break with 
thee classical model of the competitive market'. They identified the role of 
monopoliess and international investment at an early stage and argued that 
'thee condition for  a viable national corporate investment was its 
globalizationn in an international investment system.' In their  view, the 
economic,, political, social, and cultural requirements for  such an 
internationall  system 'lay at the heart of modern capitalist imperialism, the 
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roott  cause of which was surplus capital in the highly developed industrial 
societies.''  According to Parrini and Sklar  (1983: 569), Conant held state 
interventionn to be necessary 'on behalf of an international investment 
systemm and imperialism in foreign affairs.'  He also 'frankl y affirmed' 
imperialistt  relations with the world' s non-industrial societies 'as necessary, 
unavoidable,, in the national interest, and, being developmental and 
"civilizing" ,, as enlightened and progressive'. 

Thesee ideas had a major  influence on US government policies. Conant 
andd Jenks served on the three-member Commission for  International 
Exchangee (CIE), established in 1903 by President Roosevelt to develop 
planss to integrate China and other  non-industrial countries on silver 
standardd currencies into an international investment system based on the 
goldd standard. This commission played an important role in formulatin g 
thee so-called Open Door  Policy, which was implemented by the McKinley -
Rooseveltt  and later  administrations. Pointing to capital seeking investment 
butt  failing to find a profitabl e rate, the CIE concluded that finding outlets 
forr  this capital was in some respects 'more important than increasing the 
annuall  exports of manufacturing countries'. It was therefore considered 
necessaryy to construct an international monetary and investment system, 
whichh was presented as providing 'common benefits for  all' . But this idea 
wass clearly based on the assumption 'that the stability, growth, and 
prosperityy of the American economy depended on its abilit y to expand 
freelyy into, and exercise a controlling voice in, the international economy'. 

Inn sum, at the beginning of the twentieth century, when free trade and free 
capitall  flows were characteristic of the international economic regime, the 
evolutionn of capitalism into an imperialist system was widely discussed in 
differentt  parts of the world by various groups and milieux. Important 
characteristicss that were being discussed were the emergence of big 
conglomeratess and monopolies, the increasing weight of finance capital, 
andd imperial policies by national states. As Kemp (1967: 165-6) argues: 

'Too claim that "imperialism "  was not a necessary stage in capitalist 
developmentt  is to imagine that the colossal development of the 
productivee forces which took place in the nineteenth century could have 
proceededd without the bringing into being of a world-wide economy 
dominatedd by the leading capitalist powers. It is to imagine that 
somehoww the characteristics of early industrial capitalism could have 
becomee permanent, without the growth of combines and monopolies, as 
ann atomized collection of owner-financed firms. It is to assert that there 
wass no relation between the politics of states and the dominant 
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economicc interests within them. It is to assume that the powerful 
economicc forces released by capitalism were kept in tow by old-line 
statesmen,, demagogues and ideologues. It is to argue (...) that the 
characteristicss of "imperialism" were atavistic survivals foreign to the 
truee nature of capitalism, adopted by the bourgeoisie only as the result 
off  a betrayal.' 

Financiall  capital was generally seen as the main driving force behind these 
imperialistt state policies. But there were major disagreements about the 
weightt of this sector within the whole of capital. Linked to that question, 
controversyy existed about the (im)possibility of capitalist development 
withoutt militarism and war, such as the ultra-imperialism suggested by 
Kautsky,, and the ideas about substantial equality of economic and 
educationall  opportunities propagated by Hobson. 

3.33 A return to classical imperialism? 

Forr both supporters and opponents of imperialism, free trade and 
internationall  capital mobility were essential instruments to stabilize and 
extendd worldwide capitalism at the beginning of the twentieth century. 
Sincee then many things have changed in the structure and organization of 
thee global economy, but after a long detour such policies are dominant 
againn today, and are strongly advocated by major international 
organizations,, university and think-tank figures, and OECD governments. 
Theree is littl e or no room left for any other policies. And as was recently 
demonstratedd again in Asia, globalized financial markets, the IMF and like-
mindedd organizations, and national business elites prevail on unwilling or 
hesitantt governments to comply with the dominant paradigm.10 

Thee way these policies are defended is also reminiscent of earlier times. 
Today,, free trade and free capital movement are supposed to lead to an 
optimall  allocation of capital, goods and services, and should therefore 
bringg about a better lif e for everybody. In a similar vein, classical 
economistss such as J.S. Mill , Torrens and Wakefield once advocated 
colonizationn 'based on the classical principles of free trade and the free 
movementt of resources' as a means 'to ensure continued improvements in 
livingg standards for all people, both at home and in the colonies' (Hodgart 
1977:: 3-4). As we have seen in the previous section, proponents of 

100 See e.g. Bello 1998; Bullard 1998; Wade 1998; Wade and Veneroso 1998a. 
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imperialistt policies as essential to guaranteeing capitalist stability and 
growthh also presented their policies at the beginning of the last century as 
beneficiall  for all, civilizing and progressive. 

Numerouss empirical studies nonetheless give cause for serious doubts 
aboutt such claims.11 As UNCTAD Secretary General Ricupero testifies in 
hiss overview of its 1997 Trade and Development Report (UNCTAD 1997: 
2-10): : 

'Thee big story of the world economy since the early 1980s has been the 
unleashingg of market forces. (...) The "invisible hand" now operates 
globallyy and with fewer countervailing pressures from governments 
thann for decades. (...) Since the early 1980s the world economy has 
beenn characterized by rising inequality and slow growth. Income gaps 
betweenn the North and South have continued to widen. (...) Polarization 
amongg countries has been accompanied by increasing income inequality 
withinn countries. (...) In almost all developing countries that have 
undertakenn rapid trade liberalization, wage inequality has increased. 

Ricuperoo notes that these facts fly in the face of the many optimistic 
commentariess about the prospects for faster growth and convergence of 
incomess and living standards that global competition should bring about: 

'Thesee trends are rooted in a common set of forces unleashed by rapid 
liberalizationn that make for greater inequality by favouring certain 
incomee groups over others. (...) Capital has gained in comparison with 
labour,, and profit shares have risen everywhere. (...) In the North there 
hass been a remarkable upward convergence of profits among the major 
industriall  countries. (...) A new rentier class has emerged worldwide 
withh the substantial expansion of international capital flows and the 
hikee of interest rates' (Unctad 1997: 6). 

Howw should this change in the prevailing view of the incompatibility of 
freee trade and free capital flows be interpreted? Not only empirical 
evidencee but also theoretical arguments for the gains from free trade and 
freee movement of capital are - to put it mildly - weak. Objections such as 
thee one expressed by Keynes in 1942 to Harrod still appear to be valid: 

111 See e.g. Galbraith, Darity and Jiaqing 1998; Galbraith and Jaiquing 1999; 
Pritchettt 1996; Rodrik 1999; UNDP 1997. 

122 As has been argued in our discussion of free trade, Ricardo himself argued that 
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'Freedomm of capital movement is an essential part of the old laissez-
fairefaire system and assumes that it is right and desirable to have an 
equalizationn of interest rates in all parts of the world. It assumes, that is 
too say, that if the rate of interest which promotes full employment in 
Greatt Britain is lower than the appropriate rate in Australia, there is no 
reasonn why this should not be allowed to lead to a situation in which the 
wholee of British savings are invested in Australia, subject only to 
differentt estimations of risk, until the equilibrium rate in Australia has 
beenn brought down to the British rate. In my view the whole 
managementt of the domestic economy depends upon being free to have 
thee appropriate rate of interest without reference to the rates prevailing 
elsewheree in the world. Capital control is a corollary to this' (Keynes 
1980:: 149). 

Inn fact, there is evidence that this criticism of freedom of capital movement 
iss even more cogent now than it was then. Calvo and Mendoza (1997: 
27-28)) conclude that 'the global economy is inherently more volatile than a 
worldd economy with limited capital mobility' and that this 'global market 
volatilityy can induce large social costs.' Wyplosz (1998: 2) argues that 
'financiall  market liberalization is the best predictor of currency crises. This 
hass been true in Latin America in the 1980s, in Europe in the early 1990s 
andd in Asia in 1997.' As for its social effects, research shows that 
'(d)evelopingg countries that liberalized and globalized were subject to 
largerr swings in inequality than countries that did not. (...) In most cases, 
identifiablee liberalizations are followed by rising inequality in wages' 
(Galbraith,, Darity and Jiaqing 1998: 6). One of the reasons for this, Felix 
(1998:: 209) says, is that 'liberalization of international capital movements 
hass forced macroeconomic policy to react primarily to signals from the 
financialfinancial rather than from the job market. (...) Economists defending the 
positionn that liberalizing and globalizing financial markets has improved 
economicc welfare now avert their eyes from the adverse real economic 
trends.'133 Finally, Obstfeld (1998: 1) notes that '(Regional financial crises 
seemm to have become more frequent, and the domestic impact of global 

capitall  immobility is a necessary condition for his theorem of comparative 
advantagee to work. See also Bhagwati (1998) and Rodrik (1998) on free capital 
flows,, and Bniton 1998 on import substitution policies and 'export fetishism'. 

133 See also e.g. Aglietta and Moatti 2000; Eatwell and Taylor 2000; Eichengreen 
1999. . 
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financialfinancial developments has grown - to the alarm of many private citizens, 
electedd officials, and even economists.' 

Onee of these economists is Bhagwati (1998), who calls the idea that full 
capitall  mobility is inevitable and desirable 'a myth'. He argues that 'claims 
off  enormous benefits from free capital mobility are not persuasive', and 
thatt 'none of the proponents of free capital mobility have estimated the size 
off  the gains they expect to materialize, even leaving out the losses from 
crisess that can ensue'. Bhagwati, former economic policy adviser to 
GATT'ss director general, also reminds us that countries as different from 
eachh other as China, Japan and those in Western Europe have all achieved 
theirr highest growth rates without capital account convertibility. In the 
samee vein, Rodrik (1998) finds, on the basis of data from almost 100 
countries,, that between 1975 and 1989 free capital mobility had no 
significantt impact on countries' economic fortunes. He concludes, 'The 
greatestt concern I have about canonizing capital-account convertibility is 
thatt it would leave economic policy in the typical "emerging market" 
hostagee to the whims and fancies of two dozen or so thirty-something 
countryy analysts in London, Frankfurt and New York.' 

Today'ss heavy-handed promotion of the combination of free trade and 
freefree capital flows cannot be attributed to demonstrated economic 
advantages.. Based on written commentaries and analyses produced by 
largee multinational banks and on interviews with major decision-makers at 
thesee and other private sector financial institutions, Rude (1998: 4) shows 
thatt since the East Asian financial crisis even participants in the financial 
marketss tend to agree: 

'Thee severity of the financial implosion that took place in East Asia has 
promptedd many market participants to question the stability of today's 
globalizedd financial system. Markett participants have not only lost faith 
inn the prospect of continued robust growth, therefore, but in the merits 
off  financial market liberalization and globalization, indeed, in the 
viabilityy of free, unregulated international capital markets as well.' 

Likee previous changes of monetary regimes, the most recent shift has to be 
interpretedd as the outcome of political changes. Eichengreen (1996: 42-43) 
arguess that the gold standard could only be maintained before World War I 
because e 

'thee insulation enjoyed by the monetary authorities allowed to commit 
too the maintenance of gold convertibility. (...) The extension of the 
franchisee and the emergence of political parties representing the 
workingg classes raised the possibility of challenges to the single-minded 
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priorityy the monetary authorities attached to convertibility. Rising 
consciousnesss of unemployment and of trade-offs between internal and 
externall  balance politicized monetary policy.'14 

Thee main factor in this most recent change is the global shift in the 
relationshipp of forces between capital and labor that has taken place since 
thee mid-1970s. The increase of unemployment in the OECD countries after 
thee long postwar expansion ended and the disappearance of full 
employmentt as a policy goal; a number of setbacks and defeats of national 
andd socialist movements and projects in Third World countries; and the 
collapsee of the former Soviet bloc in Eastern Europe have all worked to the 
benefitt of capital.15 

Thesee changes have resulted in a substantial increase in capital's share 
off  income in all parts of the world, and - more generally - in a political, 
sociall  and economic agenda in which the interests of capital take pride of 
place.. Bhagwati (1998) argues that the current myth of enormous benefits 
fromm free capital mobility has been created by 'the Wall Street-Treasury 
complex,, following in the footsteps of President Eisenhower, who had 
warnedd of the military-industrial complex'. Wade and Veneroso (1998 : 
35)) argue that the 'US has a powerful national interest in establishing the 
freee movement of capital worldwide - there is probably no more important 
foreignn economic policy issue for the US than this.' Go wan (1997) 
concludess that the 'new monetary and financial regime' is 'not in the least 
aa spontaneous outcome of organic economic or technological processes, 

Otherss have called this monetary laissez-faire, 'by which they mean limited 
governmentt intervention' (Flandreau et al. 1998: 129). 

155 The debt crisis in Latin America in the 1980s has been used to strangle import 
substitutionn strategies and open up debtor countries to international capital: 'In the 
terminologyy of Hyman Minsky, Volcker's monetary policy transformed Mexico 
intoo a Ponzi financial unit. This ushered in Mexico's debt crisis, and the subsequent 
demandss by the U.S. government, the Bretton Woods institutions, and their private 
sectorr allies among the multinational banks and corporations that Mexico undertake 
aa program of free-market restructuring. Two main tenets of the free-market 
restructuringg program were for the state to sell a substantial share of its assets to the 
privatee sector and to substantially reduce regulations on capital inflows and foreign 
directt investment' (Pollin 1998: 225-226). 
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butt a deeply political result of political choices made by successive 
governmentss of one state: the United States'. 

Inn sum, the break with the policies that prevailed during the first three 
decadess after World War II reflects a profound change in the relationship 
off  forces between capital and labor.1 Just as at the beginning of the last 
century,, the interests of First World capital can be identified as the motor 
forcee behind the current global drive towards free trade and unrestricted 
capitall  movement. 

Butt today's promotion of free trade and free capital flows, two important 
economicc arms of imperialism at the beginning of the last century, hardly 
provess that globalization is a mere repetition or continuation of this earlier 
periodd of capitalism. Although there are important similarities, significant 
changess have to be taken into account. They can be summarized in three 
points. . 

First,First, while Lenin, Hilferding and Hobson noted the existence of capital 
flowss from imperialist countries to other dominant countries, in their time 
suchh interpenetration of capital was a minor tendency.18 The main trend 
wass the centralization of capital on a national level, 'transforming 
thousandss and thousands of scattered economic enterprises into a single 
nationall  capitalist, and then into a world economy' (Lenin 1917: 32). At 
thee time there was a general consensus that - because the finance capitalist 
'increasinglyy concentrates his control over the whole national capital by 
meansmeans of domination of bank capital' - the struggle was intensifying 

Thee combination of free trade and free capital flows is a break with the Bretton 
Woodss regime for First World countries, while an orientation towards free trade 
andd export-led growth constitutes an additional break (with the import substitution 
strategy)) for the Third World. See e.g. Gowan 1998 and Rodrik 1999. 

Thiss time with even more pernicious consequences: 'Walter Wriston, ex-CEO of 
Citicorp,, chortles that the globalized financial markets now hold macroeconomic 
policyy in a tighter grip than under the gold standard', Felix (1998: 209) notes for 
example. . 

Ass to the earlier period Hilferding (1910: 326) noted for example that 'the 
Unitedd States exports industrial capital to South America on a very large scale, 
whilee at the same time importing loan capital from England, Holland, France, etc., 
inn the form of bonds and debentures, as working capital for its own industry.' 
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amongg nations on behalf of their respective capitals 'to incorporate parts of 
thee world market into the national market, through a colonial policy which 
involvess the annexation of foreign territories' (Hilferding 1910: 225 and 
325). . 

Thee structure of the world economy has changed considerably since 
then,, however, and inter-OECD investments have become much more 
important.. As early as the end of the 1960s Magdoff (1969: 62) saw that 
'thee internationalization of capital among the giant firms is of a much 
higherr order today than was the case fifty years ago when Lenin wrote his 
workk on imperialism.' Around the same time, Mandel (1972: 64) pointed 
outt that the rise of new industries in metropolitan countries and the fear of 
liberationn movements in the Third World had led after the Second World 
Warr to 'an abrupt change in the pattern of long-term capital export. In 
contrastt to the period from 1880-1940, capital now no longer mainly 
movedd from the metropolitan countries to the underdeveloped ones. 
Instead,, it chiefly went from some metropolitan countries to other 
imperialistt countries.' So what 'marks the post-war period is the 
predominancee of the interpenetration of trade and investment within the 
advancedd capitalist countries compared to the orientation towards formal 
andd informal colonies in the inter-war period' (Fine, Lapavistas and 
Milonakiss 1999: 68). These facts underscore the point made by Blaug 
(1968:: 271) in his discussion of Marxist theories of imperialism, that the 
ideaa that colonies are indispensable to advanced capitalist countries is a 

Blaugg (1968: 271) also argues that it is not helpful to cling to the myth 'that 
developedd countries are rich only because they plundered Asia and Africa' 
(emphasiss added). Stated like this not many Marxists - or others - will disagree, 
butt the opposite statement (which Blaug does not make) would not be correct 
either.. As Mandel (1972: 343-376) argues, differences between metropolitan and 
coloniall  rates of profit were a source of colonial surplus profits during the classical 
imperialistt period: 'International movements of capital constantly reproduce and 
extendd the international productivity differential which is characteristic of the 
historyy of modern capitalism, and are in turn further determined by this differential. 
Inn the closing decades of the 19th century there still existed large reserves of 
unutilizedd raw materials and labour-power not yet drawn into the production of 
surplus-value.. These reserves combined with the availability of substantial excesses 
off  capital in the earliest industrialized countries to create a growing export of 
capitall  from the metropolitan countries to the colonies and semi-colonies.' 
Subsequentlyy Mandel shows that colonial surplus profits were the chief form of 
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Thiss trend has only intensified in the ensuing decades, as can be seen 
amongg other things from the multiplication of regional trade blocs and 
customss unions since the beginning of the 1980s, most spectacularly the 
Europeann Union. Such developments are an important reason why critics 
off  globalization argue that regionalization (or triadization) is a better term 
too characterize the dominant trend in the world economy, because it 
expressess where the biggest share of trade and capital flows come from and 
goo to. It is, as Radice (1999: 5) points out, 'undoubtedly the case that trade 
andd investment flows are concentrated among the advanced industrial 
countries;; (...) this is hardly surprising, since they constitute the largest 
andd richest markets in a world where most economic activity is now based 
onn production for sale at a profit.' In a similar vein, it is 

'scarcelyy surprising that in the real world of transport and other distance 
costss - including those arising from cultural differences, protectionism, 
etc.. - businesses wil l look first to neighbouring countries for markets, 
labour,, capital, or production sites. Hence higher levels of trade, capital 
flows,, etc. wil l be found between adjacent territories such as Canada 
andd the USA. In the colonial era, trade and capital flows were less 
geographicallyy regional, simply because the political systems of 
colonialismm were designed to reduce those 'distance costs' for the 
merchantss and financiers of the colonial power (and greatly increase 
them,, of course, for those of other powers)' (Radice 1999: 4-5). 

Insteadd of the national cartels that competed for world markets at the 
beginningg of the last century, many types of international investors, 
alliancess and multinationals are now competing and cooperating with each 
otherr on the basis of various different strategies in both developed and 
developingg countries. At the same time, the number of international 
organizationss and panels charged with coordinating and regulating 
economicc policies has increased dramatically. In these organizations the 
bigg countries work together, particularly to open up developing countries to 
tradee and capital. None of this means that there is no longer any 
competitionn among imperialist countries; but such rivalries are fought out 
economicallyy rather than militarily.20 This can also be seen from the fact 

metropolitann exploitation of the Third World at that time, and unequal exchange a 
secondaryy form. The proportions changed after the Second World War; since then 
unequall  exchange has become the main form of colonial exploitation, while the 
directt form of colonial surplus profits now plays a secondary role. See also Frank 
1998. . 

200 The collapse of the former Soviet bloc facilitated this change, but steps in this 
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thatt the US, the world's main imperialist country, is no longer seriously 
preparingg for a possible war with Japan or Europe.21 

AA  second difference, linked to the previous one, concerns the role and 
structuree of finance capital. The national bank-dominated financial systems 
thatt Hilferding and Lenin studied in their time have made way for a much 
moree integrated worldwide financial system, where global norms are set 
forr profitability. Because of the disappearance of capital controls, 
globalizedd financial markets increasingly discipline investors and 
governments,, and space for national differences is narrowing. As Plender 
(1997:: 97) puts it: 

'Att the risk of some slight oversimplification, if a country tries 
artificiallyy to reduce the financial returns available to depositors and 
investors,, its exchange rate will collapse in the long run as domestic and 

directionn were already being taken after the Second World War, as Magdoff (1969: 
40-1)) argues: 'While the imperialist powers did not give up the colonies gladly or 
easily,, the main purposes of colonialism had been achieved prior to the new 
politicall  independence: the colonies had been intertwined with the world capitalist 
markets;; their resources, economies, and societies had become adapted to the needs 
off  the metropolitan centers. The current task of imperialism now became to hold on 
too as many of the economic and financial benefits of these former colonies as 
possible.. And this of course meant continuation of the economic and financial 
dependencyy of these countries on the metropolitan centers. Neither in the period 
rightright after the Russian Revolution nor in our own day does the central objective of 
extendingg and/or defending the frontiers of imperialism signify the elimination of 
rivalriess among the imperialist powers. However, since the end of the Second 
Worldd War this central objective has dominated the scene because of the increasing 
threatt to the imperialist system and because of the greater unity among the powers 
imposedd by United States leadership.' 

211 See Achcar 1998. 

Ass Plender (1997: 57) notes: 'Today the cost of capital will tend to equalize 
betweenn countries after allowing for risk, which means, among other things, that 
Germann and Japanese companies now have to meet a global profit criterion. If they 
faill  to do so, their stock markets will in the end fall, thereby raising the cost of 
equityy capital. Because of this they have already been forced to adopt more flexible 
labour-markett policies, including the Anglo-Saxon practice of downsizing'. On the 
consequencess for workers see e.g. Coutrot 1998; Moody 1997; Sennett 1998. 
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internationall  capital pours out in pursuit of higher returns elsewhere. 
Becausee governments and central banks wil l act to forestall the 
inflationaryy consequences of a collapsing exchange rate, they will , in 
normall  circumstances, raise interest rates, thereby bringing their 
industries'' cost of money back into line with the international norm. 

Forr some theoreticians this means that capitalism has entered a different 
phasee since the beginning of the 1980s. 

Theree is a third difference of a more political character. Dominant 
countriess no longer colonize parts of the world by military force, but 
promotee the combination of democracy and a market economy. In fact, 
accordingg to Robinson (1996a), it is polyarchy rather than democracy that 
iss being established: 'Promoting polyarchy and promoting neo-liberal 
restructuringg has become a singular process in US foreign policy'.24 

Robinsonn maintains that 'authoritarianism increasingly proved to be an 
untenablee mode of domination and an unpredictable means of preserving 
asymmetriess within and among nations as globalizing processes began to 

23 3 

Onee of the more prolific researchers defending such a position is the French 
economistt Francois Chesnais (1997: 62-3): 'For the time being I will designate this 
.... by the somewhat complicated name of "global accumulation regime dominated 
byy finance", or "financialized global accumulation regime", stressing its very 
markedd rentier characteristics. (...) Born from the impasses to which the 'thirty 
gloriouss years' of prolonged accumulation led (...) this mode is based on 
transformationss of the "wage relation" and a very sharp increase in the rate of 
exploitationn (...) but its functioning is governed mainly by operations and choices 
off  forms of finance capital that are more concentrated and centralized than in any 
previouss period of capitalism.' See also Chesnais 1994; Chesnais 1996a. 

Robinsonn (1996a: 49 and 112) argues: 'What US policymakers mean by 
"democracyy promotion" is the promotion of polyarchy, a. concept which developed 
inn US academic circles closely tied to the policymaking community in the United 
Statess in the post-World War II years. (...) Polyarchy refers to a system in which a 
smalll  group actually rules and mass participation in decision-making is confined to 
leadershipp choice in elections carefully managed by competing elites. (...) 
Democracyy is limited to the political sphere, and revolves around process, method 
andd procedure in the selection of "leaders". This is an institutional definition of 
democracy.. (...) A caveat must be stressed. US preference for polyarchy is a 
generall  guideline of post-Cold War foreign policy and not a universal prescription. 
Policymakerss often assess that authoritarian arrangements are best left in place in 
instancess where the establishment of polyarchic systems is an unrealistic, high-risk, 
orr unnecessary undertaking.' 
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assertt themselves.' He forcefully argues that this is a shift in the means of 
policy,, not in its ends, which are still 'defense of the privileges of the 
Northernn elites and their Southern counterparts in a highly stratified world 
system'. . 

Inn sum, as in the world economy at the beginning of the last century, which 
wass widely characterized as imperialist, the interests of First World capital 
aree the motor force behind the current global drive towards free trade and 
unrestrictedd capital movements. But that does not mean that economic 
globalizationn is just a repetition of this earlier period of capitalism. There 
aree significant changes in the functioning of the world economy that we 
havee to take into account, most importantly increased cross-border links 
andd internationalization of capital. There are also essential differences in 
imperialistt domination, which today is expressed mainly in economic and 
hardlyy at all in military rivalry among the main capitalist powers. 

Summaryy and conclusion 

AA key aspect of today's economic globalization is the emphasis on the 
combinationcombination of policies of free trade and free movement of capital, which 
seemss to signify a return to the similar international regime that existed 
beforee World War I. But despite many similarities, economic globalization 
iss not a repetition or continuation of this previous period of capitalism. 

Policiess in the pre-World War I era of imperialism were driven by the 
interestss of nationally centralized capital under the control of bank-
dominatedd finance capital, and resulted in national states' well-known 
imperiall  practices of incorporating foreign territories into their national 
marketss to make possible increased exports of goods and capital. The 
interestss of First World capital are also the driving forces behind the 
currentt economic globalization. But today's world economy is 
characterizedd by an increasing number of cross-border links among 
differentt countries, a higher level of internationalization of capital, an 
integratedd worldwide financial system, and a greater role for international 
organizationss and panels charged with coordinating and regulating 
economicc policies. Consequently, domination is expressed today mainly in 
economicc and hardly at all in military rivalry among the main capitalist 
powers. . 


