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CHAPTER 1 

INTRODUCTION 

Since Britain's imperial d evelopment i n the period 

1870 to 1914 is genera lly regarded as " economic i mperiali sm 

par excell ence", the purpose of t his Pa per is to examine the 

conf licting opinions concerning the causes and effects of 

Brit i s h economic i mperia li sm in tha t period and to question 

whe ther a n exclus i ve l y economic interpretation is either 

adequate or necessary . Chapter one defines economi c 

imperia l ism and introduces the three main theories of 

imperialism: chapters two and three out l ine the two classi c 

sta t ements of t h e economic causes of imperiali sm: chapters 

four, five and six present refutations of the fundamenta l 

concepts put forw~rd in chapt e rs two and three : chapter 

seven e xamines the apparent s pecia l features of the period 

\.\Ihich gave rise to the concept , and chapter eight attempts 

to draw conclusions from the facts . 

One should distinguish from the start between the economi c 
interpretation of i mperialism and economi c imperia li sm . The 
one is an e x planation , an ess entially monisti c exp l anation of 
an historica l phe nomenon. The l atter is a n aspec t of the 
phenomenon itsel f : if imperialism is the dominion of one 
group over a noth e r , economic i mperialism is the establi shmen t 
or exploitation of s uch dominion for continuing ma teria l 
advantage . 1 

1 D.S. Lan c:es " Som e Thoughts on the Nature of Economi c 
I mp e rialism" . J .E.H. 21 : 496-512. Dec. 1961. p. 496 . 
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Thus David Lan Ge s' d e finition of economic impe riali s m en com-

pa s s e s all volunta ry dominion, formal, semi-formal or informal, 

which is es t a bli s h ed or ma i n t a ine d in o r d e r to yi e ld "a 

recu rrent ha r v es t of profit".2 Ri c ha rd Ko e bner 3 examines the 

variou s mean i n g s given to the term "imper i a li sm" befo r e 1 902, 

wh en it wa s u sed in t wo ma in conno t a tions, the one i mply ing a 

conservationist a ttitude towards exi s ting settl ements, the 

ot h e r ind i cating a n expansioni s t movement into "uncivili zed" 

4 parts of the world. Th ere are as many defini t ions o f 

imper i a l ism as t h ere are ,-rriters on the subj ect. 5 

2 

3 

4 

5 

Lo c. cit. 

R. Koebner, " Th e Concept o f Economi c I mperia l ism". 
2nd ser e I I. No.l . 1 -2 9. 1 949. pp 2 - 3. 

E . H . R. 

C. A. Bodel s en comments upon the vagueness surrounding the 
word, and uses i t in one s ense on l y - na me l y , d enoting 
tha t specifically Bri t is h movemen t V\7hich aims a t preserving 
and conso l idating the unity of the Brit is h Empire . He 
traces t h e evo l ution of the i mpe ria l ist spirit, as ref l ected 
i n contemporary literature , in public debates and i n the 
pres s, from its origin t o t h e en d o f t h e l 89 0 s . Studies 
in Mid-Victorian I mperia l ism , HO\\lard Fert i g Inc. , New York , 
1 968 . 

H.M . Wright, in an att empt to bring order into s emant ic 
chaos, anal ys es the st r ucture of those t y pica l definitions 
of i mperialism which can be used g enera lly , in order t o 
deter mine what sort of restrictive clauses in each category 
of the structure \.vou l d be most useful to the historian. 
On t h e pr emise that the one e ss entia l characteristi c of 
i mp e ria l i sm is inequality and tha t " the inequality o f 
i mperialism should be consid e red basica l ly as a po l itica l 
mat t er - not e conomi c , intellectual, religious , socia l o r 
,.vhatever", - his synthesis p r oduces the follO\~7ing definition: 
" Imperialism is the deliberate act o r advocacy of extending 
or rna inti~ ining , for the primary purpose of a ggrandisement, 
a state r s dir e ct or indirect politica l contro l over any 
other inhabit e d territory which i nvolves treating the 
inhabitants inequitabl y in comparison \\lit h the norm fo r 
its olm citi z ens " . " I mperiali sm: t h e Wor d and i ts 
r·1 eaning", Socia l Reform . Vol. 34 . No.4 . 66 0 -6 74.196 7. p . 6 70. 



The concept of economic imperialism emerged in 1902 

with the publication of J . A. Hobson's Imperialism, a Study. 

The economic interpretation of imperialism derives from a 

number of separate sources , e labora ting on Hobson's ideas. 

3 

Koebner distinguishes thr e e groups 'vhich he cal ls the Marxian, 

the Fabian and the American. 6 
However, as Landes points out: 

they all agree on the essential: that the taproot of imperial­
ism is the appetite for materia l gain: that t his appetite 
grew apprec iably in the nin e t eenth century as a resul t of 
structura l changes in the industrial economi e s of Europe, 7 
and that mo dern i mperialism is the work of mono poly capitali sm. 

The economic int erpretation explains imperia l expansion in the 

context of a capitalist economy, in terms of the need for new 

markets to a bsorb surplus manufactured goods , the need to 

invest surpl us or profi t capital in underdeveloped areas and 

the nee d to secure suppli es of key rmv materia ls f or industria l 

growth. 

Hobson's work was precipated by his experiences in 

Africa during the freneti c expansion of the l880s and l 89 0s; 

he 'vas the first critic o f imperiali sm t o attribute the cause 

to economic factor s, but his interes t lay mainly in the socia l 

" 1 " . " 8 
~mp lcaL~ons. The a lt ernat i ve , a nd mos t influential economic 

interpretation 'va s put fonvard by Lenin in 1916; 1'1arx died 

in 1 88 3 b efore the new i mperiali sm had reached its zenith 

6 

7 

8 

Koebner, Ope cit. pp.3-4 

Landes , ~p. ci t. p. 497. 

J . A. Hob son, _Imperia1i s~~_a_Stu.-9:.Y London. G. Allen and 
Urnvin. 1902. Revised ed.1938 . Se e chapter t,,70 be10'v . 
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)(the fif t een yea r period s tarting in 1884) and it was left to 

Lenin to voice the Marxist criticism. 9 A third mainstream 

theory of i mperia li s m, Schumpeter 's sociRlogical theory 

propounded in 1919, s t ands apart from the economic inter­

pr etation wh i l s t showing awareness of it.
10 

· Schumpeter d ef ines imperiali s m as the " obj e ctless 

d isposit ion on the part of a sta te to unlimited forc ible 

. ,,11 
expans ~on. Hoselit z poin ts out tha t Sc humpeter searched 

fo r a basica lly ~ocia l exp l ana tion of imper i a l ism , and that 

he " does no t ask ' Wha t is imperia l ism? ' - but asks 'Who 

are the imperia li sts ?' Wha t groups in society form the 

spearhead of imperiali s t policy ? How do these groups corne 

into being ? And wha t makes them disappear? ,,12 Schumpeter 

sees imperia l ism as a n a t avism in society stemming from the 

l iving conditions of the pas t -

or, put i n terms of the economi c interpretation of history, 
from past rather than present re l ations of production. I t 
is an atavism in the socia l structure , in individual, 
psychologica l habi ts of emotiona l reaction. Since the vita l 
needs that created it have passed away fo r good, i t too mus t 
gra dual ly disappea r .•. It is from absolute autocra cy tha t 
the pres ent age has taken over what imperialis t tendencies 
it d:i.splays . And the imperialism of abso lute autocra cy 

1 9 
V.I. Lenin, Imperialis~the Highest Stage of . Capitalism. 
(1 916 ) in Collected Works , Vol.l.pp.673-7/ 7 . Progress 
Publi s hers, Moscow . 1963. Se e chapter three below . 

10 J J . A. Schumpeter , lIThe Sociology of I mp er ialisms " in 
P .A. Slveezy, ed. Imper ialis_m and Socia l Classes. Oxford 
195 1 . 

11 Ibid. p.7 

12 B. Hoselitz, Introduction to the Heridian (1 955 ) edition 
of I mperialism and Social Cl asses, p. vii. 



flouris h ed .. b efore the consequ ences of that r evo lution 
[the Industrial Revolution] b egan to be felt in all their 
as p ects. 13 

Unlike the Hobson-Lenin theor ies, Schumpeter 's theory cas ts 

imperiali s m as b e ing indep endent of capita li s m - it is a 

pre-cap it a l is t phenomenon over l apping into a cap ita l is t age . 

I n fact , he goes f urther and argues that capitalism is 

essentially ant i -imperialist - " a purely ca~itali s t world 

can offer no ferti l e so il to imperialist impulses 

its p eop l e are like ly t o essentially of an uD\\7arlike 

d . .. ,,14 lSposltlon . Instinctive surviva ls like the imperiali s t 

i mpulse are increasingly submerged under the " democrati zed, 

individuali zed and ra tionali zed,,15 condi tions of l ife ~t\lhich 
·1 d . 1· 16 preval un er capl_ta lsm. 

5 

The New I mperialism after 1870 has been widel y studied 

and has spawned a copious lit erature. Mos t of the causes of 

imperialism have now been identified but controversy still 

relflains as to the differing priorities of the caus e s, 

13 

14 

15 

16 

J.A. Schump eter op.cit. pp 84-85 . 

T. Kemp, Theori~~~f ~_mperia li sm. London, Dobson , (1967) 
p. 90. 

I bid. p . 94. 

M. Greene rejects Schumpeter's theory as a genera l theory 
of i mp er ialism b ecause Schumpeter !s hypothesis relies on 
both his specialized definition of i mperialism, (the 
expression of the ~t\larrior-class socia l structure ), and 
his speciali zed definition of capitali sm . (Schumpeter 's 
" true capitalism" is devoi d of protection and monopo l y, 
as in "Free Trad e " England during the later half of the 
nineteenth century - a very specia l case indeed. ) 
rrS chumpeter !s Imperialism - a critical note" , Socia l 
Research, Vol. 19. 453 -463. 1952. p. 453. 
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( obvious l y diff e r en t for each s pecific act) .1 7 Recen t 

re - e xamina tions of the e conomic arguments n o l ess ref l ect the 

s til l unsettl e d cont r ov er s y a nd ha ve furni s h e d are- appra i s a l 

of the economic int e rpr e t a tion it self . 

In order to unders t and the evolution of the t h e ory 

of economic imperia li s m it is n eces sary to study the 

s itua tion preva iling at the turn of the eight eent h c entury 

a n d to e xam i ne Ho b son!s expos it ion of 1 902. Thi s It\le I,vi 1 1 

do in chapt e r t IVO. 

1 7 R.W. Wink s lists no l es s than fif te en ascribed causes, 
rang ing from lIthe need , pr esumed or real, for ralt\l ma t eria l s 
and markets " t o lI the se f... .... c h for onesel f ". Britis h 
I mper ial i sm : Gold , Go d , Glory . Holt , Rineha ··r=t- -anC1\}ins ton . 
'({9-64)~---111 t -Yo(Tu·c-t-ioDf):-T. 



CHAPTER 2 

THE BIRTH OF THE CONCEP T - HOBSON ' S CLASSI C 

STATEMENT 1 902 

I mp e ri a li s m v,las n ot a n inn ova tion of the ninet een t h 

ccntury . There h a d been active co loni za tion of the merca n-

tilist type in thc seven t eenth and e ight eenth centur i e s , 

accon"!panying the commerc ial revo l ution and after the discovery 

of the Ne,v ~-Jor ld. The mo tivating inf l uences of this tt01d 

Imperia 1 ismt t are e pitomised i n the phrase "Cold , Cod and 

Cloryl t . Eng l and ,·\laS n ot a lone in this territoria l expansion : 

,pain , Ho lland, Portuga l an d France al l founded co l onia l 

cmpircs and Europeanised Lhe America s . For a ll of thcm , the 

intcrests of the mother country dominated tho se of the 

colonics . The [Lest I'.lave of co l oni%ation (:ar(,e to a n en d fo r 

Fl a nce in 17 8 3, and for Spain and Portuga l in the ea r ly 1820s 

Britain lo s t the grea t er part of her colonial emp ire '\\7ith the 

loss of the -,!cr ica n colonies in 1783, bu t r cma ine d thc only 

1 '1 . r - 8 15 1 strong co 011Ja Ci;;pll.-e aetcr 1 . 

In the c:c~c.:lde after 1870 there \;as a sudden reviv a l 

of . . l ' U,':P2il2 lsm .- a 1'1 e-:,v ',\'ii v e of overseas exr :nsion i.nto Asia , 

Africa and the NCcn- dno l'ij da le Eas t . ;: S berore , there h,as a 

1 
·C.L. S,',yder, ( eo ), Th~ h~pYEi_a J. is~ }'(-::"':,.cl,eE, Ne\v York ,1 962 . 
p.l . 

7 
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multiplicity of motivations, different for each expanding 

country, but this time the main impulse wa s economic.'/'" The 

Industria l Revolution gave r i se to a nee d for n ew markets , 

I sources of raw materia ls a nd foo d, a nd n ew areas for more 

I r emunera tive i nve stment. Reinforcing the ma t eria l ist ic 

I\ mot iva tion, a strong n a tionali s m urged t h e spread of civi li-

zation into backwa r d countries , a nd as alv..Jay s, there were 

those who fe lt the urge to s pr ea d chri stiani ty a broad. 

\;Jhy d i d the New I mp eriali sm burst fort h when it did ? 

E . J. Hobsbmvm2 s e ts the scene a dmirab l y. The i mmediate 

b enefits of the f i rs t phas e of industria l i za tion, from 1780 

to 1840, wore off and the possibi l itie s of the technologica l 

innovat ions of the f i rs t industria l e ra t ended to be exhausted . 

This phase ",la s more marked in Bri"cain 'A7h ere the st r u c tura l 

t ran s fo rma tion ha d proc eeded throughout the economy. A new 

phase of t echnol ogy \,7a s t o open u p new possibiliti e s i n t he 

}1890S, but meanwh ile both o ld and new economi e s ran into 

difficulties of markets and pro f it marg ins. As the va cuum 

of d emand wa s fi ll ed , markets tended to become saturat e d, f or 

they h a d no t increased fas t enough to keep pace with the 

expans i o n of out put and capac ity in manufactured goods . 

Prof its dec l ined - squeezed between price-redu cing compet ition 

and cos t - i ncreasing mechani zed plan t with increasingly l arge 

2 
E.H. Hobsba'\)m, Industry and Emp i re ; a n economic hi story of 
Grea t Britain since 1 750 . London. Weidenfe ld a n d Nico l son. 
1968 . pp 105-108, 201. 



and inelastic overheads - "businessmen searched anxious ly 

3 for a way out". 

Not only was income from domestic sources squeezed, 

s 

but a l so income from foreign sources dried up. Prior to 1873 

the foreign investment market provided an important safety 

va lve aga ins t the possibi l ity of capita l accumulation out-

stripping profitable domestic inves tm ent opportunities. 

Between 1867 a nd 1873 there ha d b e en a series of loans to 

Egypt , Russia, Hungary , Peru , Chile and Brazil, together \.vit h 

a number of spec ial raihvay loans - especially to the U. S . A. 

and Germany. Hmvever, from the onse t of the "Grea t De pression" 

i n 1873, the globa l slOlving down. of economi c progre s s threw 

many countries into financia l difficulties. Defaults of 

foreign c ebtor s in the 1870s had a substantia l impact on the 

i ncome s of Britis h rentiers . Spain became bankrupt, Turkis h 

finance coJ_l a psed and financia l crises in Austria , South 

America and Russia caused an abrupt para l ysis of the market 

f or foreign loans . At the same time, incomes from export s 

were drastically reduced . Between 1867 and 1 8 73 demand for 

exports had increased by more than a third, and by 1873 tota l 

exports were eighty per cent larger than they had been in 

1860. Suddenl y, t he tide turned , and by 1876 exports of 

British products had shrunk ( in va lue ) by t wenty-five per cent 

3 Ibid. p.106 
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compared with the peak of 1872. It was not until the turn 

4 of the century that this peak was to be surpassed. 

The break in economic progress was not me rely t empo-

rary - othe r countries were now producing , and even exporting, 

goods pr evious l y imported from Britain. Britain wa s r eady 

f or on l y one me thod of d ea ling with this situation. Othe r 

countries, (France, Gel~any and the USA) , turned to t a riffs 

f or the pro t ection of the ir a gri cul t ure a nd industrial home 

marke ts, but Britain h e ld f i rml y to Fr e e Trade. Othe r 

countri e s, ( e spec i a lly Germany a nd the USA in the l 880s), tur n e d 

to s ys t emat ic economic concen t ra tion in the f o rmation of t r u s ts, 

cartels, syndi ca t e s e tc., but Br itain had tra n s fo rmed h er 

t echnology an d bus ines s o rgani za tion too compl e tely to change 

both again i n the 189 0s. Sh e ha d only one s olution - t o j o in 

t h e o the r competing power s in t he economic ( and i nc r eas i n gly 

po liti ca l ) p enet r~ti on of h i therto unexploited area s of the 

wor ld to se cur e privil eged s~here s of f o reign t rade a nd 

I i nves t ment. 

The era o f t he Grea t Depress i on thu s a l s o i n itia t e d t h e era 
of imperia l ism ; t h e forma l imper iali sm of the 'pa rtit ion o f 
Africa' i n the 1880s, t he semi -foTIna l imper i a l ism of nat i ona l 
and internationa l consortia tak i ng ove r t he financia l man a ge­
ment of ItJ ea k countries, a nd t h e informal i mperia li sm o f f o reign 
inves t ments.S 

4 

S 

M. Dobb, Studies i n the Deve l opm en t o f Ca pita l ism . 
I n t ernationa l Publ ishers, New York, 1 947. pp. 300 -319. 

Ho b s bawm , op. c it. p.107. 
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I mperia l i s m wa s trad itional fo r Britain, but now, in the face 

of po liti ca l c om p e titors, s he ha d forma lly to cl a im regions 

of imper ia l influence , oft e n well in a dvance of a ny actua l 

pros p ects of economic gain, and o f t en too , the gains did not 

ma t e riali ze . 

Anothe r consequence of the emergence of comp e ting 

grou p s of industr ial l y an d economically advanced powers i n 

the Gr ea t Depress ion, was the fusion of economi c and politica l 

riva l ries and the emergence of government backing fo r priva t(~ 

enterpris e , no t on l y to give i t a free hand , but sometimes t o 

bai l it ou t . The ro le of government became increasingly 
--

important in this perio d . Goven;men t intervention \<Ja s 

. ~ necessary ro r greater v,lelfa ~ e - demanded after the enfranchi.se ·-

ll1en t of the viorking c l ass in 1 86 7; i t I-Ja S neces sa ry to revis e 

British internationa l economic poljcy away from the Free Trade 

basis as other countries industrialiL.ed ; and it I\ia s necessary 

[or protection , since \vorld pedce coul d no l onger be taken fo r 

gCdnted as the United States , Germa ny and J apan ~nerged as new 

6 pm-K:r s . 

This then , \-:'as t he a ckground C1gains t whic h J . A. Hobson 

voiced his cr:;_ticism of :i uper i.a J ism oi-: d =~.::~of (c;l.·ed his so lution , 

a solution \-"hich the grm,7th in the role of gov2LnneI1t bad r,~a e 

\ feasible . Both the 

a capitalist socie ty . 

6 
Ibid. , pp.108 201 . . -. - , 

Hobson and Leonin tbeories \-Jer e devised for 

l\l.H. Dobb 7 points out the t\\JO outstanding 

7 
Dc~h, oo .cit.,pp.25G-;S7 . 

. 1 4_ • __ _ 
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features of the nin e t eenth century. First, the t empo of 

economic change was quite abnormal, judged by the standards 

of previous c enturl e s~ s o that a dynamic economy came to be 

accepted as the norm. Second, the nineteent h century, ( or 

at l ea s t the first thre e-quarters of it), pre sented a combin-

ation of circumsta nces which I"ere except iona lly favoura ble 

to the development of a capitalist s ociety in tha t t echni ca l 

cha nges rapidly augment e d the productivity of l a bour and th is 

wa s accompani e d by a n abrrorma lly rapid increa se in the l abour 

8 force , tog e the r "lith the simul t a n eous and unprece d ented 

widening of the fi e ld of i nves t ment and the ma rk e t fo r 

cons umer go od s . However , wher eas Hobson b eli ev e d that 

s ocia l refo r m measures could e l im inate t h e n e ed f or 

i mperiali s m within the ca p itali s t sys t em, Lenin be l i eved 

tha t it wa s only the e limi na tion of the c a pitalist syst em 

~~ich would e limina te i mper i a li s m. 

Ho bs on's theory is a n u n der con sumptionist theory . ~ 

Whilst a cl(l~O'i"l edging the old i mp e r i a l istic motive s he main tain-

e d that the dominan t mot i v e f or i mperiali sm ,,,a s e con omic -

t h e demand f or markets and ~ro fitable investment, a r i s ing from 

8 
~[b i d . ,p . 25 7 Do bb quo t e s f i gure s from Toynbee' s I1 I£ctur e s 
on t h e I ndu s t ria l Revo l ution of the Eigh teenth Cen tury ". 
vi z ., a four t e en per cent i ncrea se in t he firs t d ecade of 
the nineteenth century compared with a d ecennia l increas e 
of a bout t en p e r cen t at the clos e of the e i ght eent h 
c entury, and agains t three p e r c ent a s the l arges t 
d ecenn ia l i ncrease b e fore 1751. 
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-j the g r owing t endency of industrial productivity to exc e ed the 

e f f e ctive d emand of na tional mark ets. This d emand b e ca me the 

( mo re u rgent a s it wa s re inforce d by supply motives s t en~ing 

~fG ! f;om thre e s our c e s - increasing productivity g iving rise to 

. a growi ng demand f or raw ma t e rials; an i ncreas ing u r ba n 

popul a ti on giving r i se to increas ing d emands f or i mpor t e d 

foo ds; and pressu r e f or a r ising standard of living g i v ing 

r i se to d emands for a greater varie t y of i mpor t ed consumer 

goods. These impo rt requirements had t o be o ffse t e ither 

\ ~y increased expor t s o r by income derived from fore i gn 

lnvestment. 

Ho bson!s study f i rs t took the measure o f imp er ia l ism 

by l isting a ll t h e ar eas acquired s i nce 18 70, togethe r with, 

\~7here possibl e , the population. 9 He thought it proper t o 

add the "vei l ed Protectora t e " of Egypt and t h e Soudan t o t he 

. d l' 10 fl ' d b recognls e ls t . 0 - co Oliles an protectorates , ut Iva s 

force d to ex c l ude the severa l l arge regions wh i c h were 

taken unGer the contro l o f our Indian Government as native 

or feudatory states since , for them , not even approximate 

figures of area or population were available. Using 

Sir Robert Giffen ' s Board of Trade estimate of the s i ze 

of our empire ( including Egypt and the Souda n ) at about 

9 

10 

Hobson, op.cit., p.1 7 , 
Tab l e 1). 

( Reproduced below a t Appendix 1 

The Statistica l Abstract for Bri tish Empire i n 19 0 3 
( Cd. 2395 , pub.1905 ) , gives a n area of 9,631 , 10 0 square 
miles and a population of 36 0 ,646,000 . 
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thirt een million square miles, with a population of some fou~ 

hundred to four hundred and twenty millions (of whom about 

fifty million were Briti s h and s poke English), Hobson calculated 

that one third of the Empire, containing a good quarter of the 

total popula tion of the Empire, wa s acquire d wit hin the l as t 

thirty years of the nineteenth century - of this, no l ess 

than three and three-quarter millions of squ are miles were 

added during the fift een years commenc ing 1 88 4. 

Seeking the mo tiva tion beh ind the new i mperiali s t 

impul se , Hobson the n sought to di scover I.vh ether i t wa s, in 

fac t, goo d f or trade or as a n outle t f or exces s popul ation -

bot h firm l y held contemporary id eas. Wit h regard to tota l 

foreign trade , he found that this ha d dec l ined i n rel a t ive s i z e 

and growth compared wit h national income . Between 1 87 0 and 

1900, nationa l income per h ead of the popul ation had increased 

by about t en per c~nt , I'lherea s foreign tra de ha d sho\\7[1 a n 

absolute decline . Look ing a t trade with the Empire as a 

proportion of tota l foreign trade , Hobson pres ents a tab le
11 

11 
--

Hobson, ~.cit., p.33. ( Re produced below a t Append ix I 
Tab l e 2 ). D.K. Fieldhouse comment s on Hobson' s conclusion 
that British trade wi th al l co l onies vIa s dec l ining in rela­
t ion to trade wit h the res t of the \\7orl d; TtHo bson bas e d 
this conclusion on figures taken from Cd.176 l, p. 407 .. . 
These I",ere inaccurate . A.K. Cairncross ( Hol!le and _.£?reig12 
Investment 1870 -1913. ~ambridge University Press , 1953 
p. 189:] ShOh7S that Britis h exports to the Empire increased 
from 24% t o 33.6% of tota l British trade bet we en 187 0 -2 
and 1 890-2, and imports from 2 1 .9% to 22.9% in the same 
period. Both percentages cont{nued to increase to 1910 - 12. 
But Hobson Ivas right in saying tha t the new co l onies 
contributed l itt l e to the increa sed volume of intra­
imperia l trade Tt . 
D.K . Fieldhouse , Tt' Imperia l ism ': An Historiographical 
RevisionTt. E.H.R. II. Vol.XIV. l87-209.Dec.196l.p.190.n.l. 



15 

cover ing the e.tt3r half of the nin e t een centu ry , fro m 

whi c h it ca n b e seen that, apar t from the a bno rma l i ncrea s e 

of expo r ts to t h e co l on i e s during the Boer l,Jar of 1 90 0 t o 

1 903 , the proportions of our ext e rna l tra de had changed very 

li tt l e during t h e ha lf cen tur y. Thus he arr i ves a t : 

' the cen t ra l t rut h, viz. , tha t i mperiali s m had n o ap preciable 
inf luence hlhatever on the d e t ermi nat i o n o f our ext erna l t rade 
until the pro t e c t ive and pr e f erentia l measures t aken during 
and af t e r the Gr ea t War. 12 

Examining the commercia l connection between Gr ea t Britian 

and the co l onies from the colon i a l standpoint , in order t o 

ascerta in \\7hethe r the externa l trade of our co l on i es tends 

t o a c l oser union \viC h the mother count:ry , he come s to the 

conclusion tha t : 

, As [or the territories aCCiu i -i-ed under the ne\.] imperia l ism , 
r- " 

e x cep t in one instance , LThe t<cday P1:-otected States 1, DO 
ser i ous a tt 8 Dpt t o reg&rd then as satisfactory business 
asset s is possibl e. 13 

l\lit h .cegard t o the arguments i n favour of the colonies 

bei-ng ileces 5m_-y fo r ('migration purpos es , HODson denied the 

existence of a genera l ove.c-popu1a t ion problem in Britain a t 

tha t time , r:-:ainta i ning that Bl-itain \\'as no t over-popul ated 

COftl pared \\7it h certa in prosperous industria l areas in German y , 

the Nethe rla n ds and China , a n d that the increase in ~ ealth 

had kept pace with the increase in popu l ation . 

ma ss exo~us fr om Brit a in - emigration actualJ_)' declin e d during 

12 HODsen , ?p._cit ., p . 32 

13 
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the imperi a listic years - a nd of those who did go, l ess than 

half set tl e d in Briti s h po ssess i ons and a n "infinitesimally 

small fraction ,,14 sett l ed in the n ew acqui s itions. In support 

f h " h o£r" " 1 T bl 15 "" h o 1S argument, e presents a n L£1C1a a e g1v1ng t e 

statis tics of emigration from 188 4 to 1903, noting that the 

f~gures have an upward bias, both from the inclusion of 

travellers a nd casual visitors who were not r ea l emigrants, 

a nd from the fac t that they are not offset by the in~igra tion 

figures . Net em i gration during the years 18 95 to 1900 

averaged a bout thirty thousand p e r annum. 

Since imperialism was goo d neither f or trade nor for 

em i gration , Hob s on concluded tha t tlby fa r the mos t important 

leconomic facto r in imperiali sm is the influence relating to 

I investments tt16 - the domestic pressure f or ne\\7 investment, or 

1 [or the securi t y of exi st i ng investment , overseas . Without 

co loni zation there vould be no outlet fo r surplus capi tal and 

l i~ he domesti c interes t rate would fa ll. 

Al though the new i mperiali sm had not brought benefit s 

t o the nation as a \\7ho le, it had been highly profitable f or 

c ertain sectora l interes ts, an d chief amongs t these were the 
I 

" grea t finance houses who directed government policy and the 
1/ 
, overt i mperia lists from behind the scenes , using their po1iti-

14 

15 

16 

Ibid., p.43 

I bid., p. 44 ( Reproduced be1m\7 a t Appendix 1 Ta bl e 3 ) 

Hobson QE.cit . p.51 
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cal power for the ir own int erests. 

Hob s on's third main concept wa s that _~xploitation, ----, 

\ \ wh e ther by app ro priation of l and or the use of cheap labour, 

I had b ~en a gen era l feature of all empires, and was a n almost 

certaln concomitant of co l onization. 

)\ Hobson's economic int erpretation saw imperialism a s 

I a misguided policy to correct the inherent capita l is t 

\ probl em of under-consu mption by the "\vage-earner and excess ive 

investment by the capita l is t. He ma intained that the correc t 

I so lution l ay in socia l reform to bring about redistribution 

of income in order to increase the buying power of the workers , 

giving them a higher share of the profits of industry . 

It is no t the industria l progr es s tha t demands t h e opening 
u p of ne"\v markets and ar eas of investment, but the ma l ­
distribution of consuming power "\vhich prevents the absorption 
of commodities and ca pita l within the country ... 17 

Tha t is , impe~ialism would be unnecessary if home markets 

wer e used more intensivel y. " Every"\llhere the i s sue of 

quantitative versus qua l itative growth comes u p. 

the entire issue of empire~18* 

This is 

Hobson ' s idea s wer e to be extended l a ter by Lenin and 

in the next chapter we shal l examine Lenin ' s refinement of the 

theory of economic imperia l ism . 

17 

18 

Hobson , ~.cit ., p.8S 

Ibid., p. 92 (Hobson' s ita l ics ) 

D.K. Fieldhouse , i n " ' Imperialism ': An Historiogra phica l 
Revision" critica lly ana l yse s Hobson ' s theory and finds 
it unconvincing , especially the idea of a sudden and vas t 
discontinuity in history. 



CHAPTER 3 

THE LEN IN REF IN Et1ENT 1916 

Marx n ever explicitly stated a theory of imperia li sm . 

His ideas on the subj ec t have b een inferred by the Marxists 

• h t hId t b l' l' 1 1 1 h rrom w a e,a 0 say a out co on1a 1sm ; c ear y e 

regarded coloni za tion as a stage in pre-capitalist develo p-

ment, not merely a politica l policy . It wa s in studying 

the reason for the continued surviva l of capitalism inspite 

of Marx ' s prediction of imminent collapse , that the Marxists 

came to their theories of c,';.pita l accumul a tion and of i mperia l-

isf'l. 

In Marx 's theory capital accumula t ion i s fina lly self-

defeating because ihe capital stock grows faster tha n the 

productive l abour forc e, the s i z e of ,.vhich determines the 

2 labour value of current output. This situation l eads to 

a sta te of absolute over-pro duction of capital, and capi tali sm 

must collapse because the profit rate ,vill dec l ine . ( l'1arx 

used " capital " for both money capita l and rea l ca pi tal.)3 

1 / Karl t-1arx , Ca~tal. [1 8961 Moore ' s and Aveling's trans­
lation, Chicago 1 909 . Vol.l. Chap t e r "The Moder n Theory 
o f Coloni zation". 

2 

3 

Marx . Capital. Vol.3. Ch.S. sect.3. 

H. Neisser, " Economi c I mperiali sm Reconsidered", Socia l 
Resea rch 27: 63-82. April 1960, p.67. 

18 
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1,' 

He ma inta i ned tha t s u r plus v a lue wa s the i n centive f orce 

b ehind ca p i t a li s t p ro du c tion; a nd ca p i tal a c cumula tion was 

, t h e means o f augment ing t his s u r plus va lue . Divi s ion of 

19 

l a b our ha d has t en e d capit a l accumul a t ion, es p e cia lly thr ough 

t h e increased u se of p l an t and mach inery, but comp etition of 

l arge and expensive p l an t mus t l ea d to IIlonoRo y a s a pro t e c ­

t i ve d ev i ce t o maintain t h e profi t ra t e . However, thi s could 

be onl y a pa ll ia t ive., prof it rates would eventually fa ll, 

necessitating the introduction of more machinery , disp l a c ing 

more worker s and eventua lly affectin g the standard of l i ving 

of the "\.\70rker s . This wou l d bring abou t soc ia l revo l ution and 

t he demise of capitalism wit h the adven t of socia l isr1. The 

fa ll ing profi t rate could be occasionally checked by t emporary 

Imeasure s such as the more ri go rous exploitation of l abour o r 

increase of foreign trade - but the end resul t wa s inevita ble . 

CI t was Lenin who a dded the for cible sei zure of for e ign market s 

and turned l'1arx I s theory of capita l accumulation into a theory 

of economic imperialism). 4 

There is no single Marxian theory of imperialism except 

as regards the fundamenta l be l ief that i mperialism in modern 

times springs entirely from capitali s m. Apart from thi s 

genera l concensus, the Harxists exhibi t wide differ ences in 

emphasis in the detai ls of their anal yses and criticisms . 5 

4 W.H'-S. Court , "The COID.illUnis t Doctrines of Empire" . p.29 7 
in 1,v .K . Hancock Ced.) Surve.~f British Common\\7ea lth Affairs , 
Vol. II . Part I. Ap p.l. 293-305 . D.ll.P. (1940 ) 

5 ~ ____ E.M. \Vinslo\rJ , " l'Jarxia n, Libera l and Sociologica l Theor ies 
of I mperialism". J.P.E . Vo1.39. No.6 . 713-758. De c.1931. 
p.716. 
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It is not n ecessary h ere to di scu ss the various Marxian 

" iheo~i~s ~ which were evo l ve d b efore Lenin's classic statement 

of 1916, but it is desirabl e to indicate the main schoo l s of 

thought and some of the ideas which were preva l ent when 

Lenin produced his theory of imperialism . 

On the basis of his writings in 1898,6 Kar l Kautsky 

c l aimed in 1915 7 t hat he had b een the firs t to give a socia l is t 

expl a nation of the n ew co lonia l policy as opposed to the o ld, 

a lthough E . M. Winslow8 warns that " no t too much stress should 

be l aid upon Kautsky 's i mpo rt a nce in the hi s tory of the 

so cia li s t theory of imperia li sm" since his editori a l duties 

for Neue Zeit pr oj ect e d him into the ro le of proli f ic 

commentator - a nd he b ecame s omething of a " post hoc" seer . 

In November 1 914 and in 19l5 ~Kautsky at t acked Lenin 1s 

definition of imperialism wh en he said that i mp erialism 

mus t no t be rega.rded a s a phase o f th e economy but a d ef inite 

" preferred " policy of finance c a pit a li sm. ( In th i s he wa s 

si.lpported by Hi l ferd ing, Bakharin and others ) . 9 

6 

7 

8 

9 

Kautsk y ! s views d iffered from Len in 1s in severa l 

K. Kauts ky ,"Aelt ere ".md neure Kolonia lpo litik", .Neue Zeit, 
Vol . 16 .No.l. ( 1897 - 8 ), dot e d in Winslow, op.cit. 
p. 719.n. 7. 

K. Kautsky , Neue Zeit , Vo1.33, No.2 . 110, (1 915 ) noted 
in Wins l ow , loco cit . 

\lJinslm"J, Ope ci t., p. 719, n.8 . 

H. Shi zuta , " Imperia li sm as a ConceptI!, Kyoto Universi t y 
Economic Review, 33, No .1: 1-13 , April , 1961, p.4. 
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other re s pects - he related i mperiali s m to "hi ghl y d eveloped 

industrial capital " a nd t o the annexation of agrarian area s -

'not extending his conc e pt to include indus trial areas, a s 

Lenin did;10 then, during the war, he came to the conclusion 

that i mp e r i ali s m wa s not inevit a ble or unalt e r a b l e under 

capit a li s m, but may a ttain a hig h e r s ynthes is, an "ultra-" 

or II s up e r - i mperiali s m" und e r a p eaceful policy. (Hil f erding 

thought t hi s po ssible economi cally , but not politically)~l 

Ka u tsky el l s o di ffere d fJ_"om Len in upon t he p rob l em of ,'lh en 

::_ mper i a li sm wa s establ ished - Kaut sky cons i der 2d t h a t it was 

establi s h e d in t h e p eriod 1 8 70 t o t h e l 880s when the comp e ting 

pov.Jer s strugg l e d fo r c.o l onia l acqui s it ions , but Lenin 

emphas i zed t ln t the f i rs t year s o f t he t"1\72flti e th century ,\!a s 

t he re l evant period, h aving regard t o the establ ishmen t of 

~ capit a l ist ic monopo ly and financ e capi t a l . 12 However, Kau t sky 

agreed wit h Lenin ~ha t under t he old imper i a li s m, cap i t a list 

products were exported, ,\7h ereas under the ne,\! i mperialism, i t 

\\7a~ capitali s t product ion i tse l f in the f o rm of t he export of 

capi ta l, or production goods , \\!hich greatly encouraged t y ing 

cont ra cts bet l\/een the l ending and borrowing countr i es , and 

h f f " "1" . 13 ot er -orms 0 l mperla lStl C t le s . 

10 

11 

12 

13 

K. Kautsky , "Der I mp e ria l isrnus ", Neue Zei t, 32 , No.2 . ( 19 l4), 
909, noted i n hTi ns l ol\! , QE:~it., p.72 l n.lO and p.7 2 2. 

Wins l ow , op.cit . pp. 72 9 - 30. 

Sh i zu ta, 0 ~ ci t . , p . 4. 

Winslow , op. cit. p. 72 0 
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Rosa Luxemburg shared Kautsky's genera l vi ews, although 

mor e radical than he.
14 

He r study on the accumulation of 

capital 'vas publi s h ed in 1912. 15 She undertook to " correct 

r Marx in such a way as to account for modern capital is t 

imperiali sm - by attempting to prove that capital accumulation 

is i mpossible in the closed capital ist system . Luxemburg and 

Sternberg simply combined Rodbertus ' concept of underconsump-

t ion with the "iron 1m" of \,vages" rigidly appl ied, \vi th 

Ma rx ' s idea of underconsumption crea ted by the displacement 

f 1 b h · 16 IT h d 1 \ 0 \~70r <ers y mac lIlery . "ler t eory as sume t l.a t current 

savings were al\vay s invested in f ull in the same sector, 

therefore f o re ign markets were very i mporta nt. ( But these 

markets could no t relieve technologica l un employment , no r 

expl a in \vhy unemploymen t h a d b een s o smal l s:tnce the publ i­

cation of the first vo l ume of Kapital ) .17 

Thus Luxemburg thought tha t empire wa s esse'ntia l t o 

the continuance of capitali sm, since cL"i_pita l accumulation \ IJa s 

po ss ible on l y if non- capitalist.pe oples bought capitalistical l y 

produced go ods - but as the t erritori e s of the globe wer e 

limit e d , this \.vould l ea d to i mperialist \.\7ar s a nd the end of 

capita li s m. (Pro t ection is seen as a d evice to retain 

excl us ive us e of interna l non-capitalist markets ). Both 

14 

15 

16 

17 

Winslow , op.cit., p.723 n.16. 

R. Luxemburg, Die Akkumu1ation d e s K~ita1s, ein Beitrag 
zu r okonomi schen E:ck1a rung des I mperiali smus, 11912~ 
Vereinigung Int ernationa 1 e r Ver1ags-Ans ta1ten, Berlin,1921. 

Neisser, op.cit., p.69 

Neisser, op.c it., p.69 
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I Lux emburg and Lenin concentrated study on capital accumula~ion 

1- the one emphasi zing the export of consumer goo ds - the other 

' emphasi zing the export of capital; but whereas Len in stressed 

the monopoli s tic organization of capital in its serach for 

profits, Luxemburg stressed the competi tiven ess of capita li s ts 

, in their search for markets. 18 

HOvJever , the Luxemburg theory is erroneous in that 

i n dis cussing expanGed reproduction she impl icitly reta ins the 
- ----------

assumptions of simple reproduction. Her theory is based on 

------
the fa l se pr emis e of the constancy of consumption in expanded 

reproduction, whereas, in fac t, additions to the stock 0:6 the 

means of production t yp i cally involve ihcreases in variable 

capita l and consumption increases because the workers s p end 

their addi tional income on consumer goods . Given this fa l se 

premise, logic l eads to Tug~n-Baranowsky ! s erroneous conclusion 

that production and consumption are indep endent. Eukharin 

criticises her theoretica l stlucture thus: 

If one excludes expanded reproduction at the ~inning of a 
logical proof, it is natura lly easy to make it disappear a t 
the end. It is simply a questi_on of the simple reproduction 
of a simple logical error. 19 

18 

19 

In contrast to Rosa Luxemburg, Otto Bauer contended 
- -----

Court, Q£.cit., p.30 l 

N.l. Bukharin , Der I meerialismus und die Akkumulation 
des Kapitals. Verlug tur Literatur und Politik, \,Jien 
Berlin. 1 92 6. p.20 (Bukbarin ! s italics ). Quoted in 
P.M. Sweezy, The Theory of CapitalisE Development: 
Principles of Marxian Political Econo~. Ne\1I7 York. 
O.U.P. (1942). pp.204-S. 
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tha t capit a li s m can expand indefinite l y in isolation a nd that 

co l on i e s are no t abso lut e ly but only re l a tive ly n ecessary.2 0 

He ma intaine d t ha t capitali sm exploits the extensive regions 

as a ma tter of choice , no t necessi ty; therefore i mperiali s m 

is a po li cy , not a n ecessary stage of capita li s m. 2 1 

l-1arxia n thought on i mp e ria li s m reache d a high-~vater 

mark in Rudo lf Hi l ferding ' s Fina n zkapita l. 22 Hi l ferding , 

noting the growt h of monopo li e s since Marx ' s time , claimed 

to ext end Marx ' s theory t o include the rec ent deve l opments of 

carte l s , trusts , protective t a ri ff s and the e 'Tiergence of the 

J finance ca p ita l e l emen t \A/h ich had its source in the grea t 

barlking in s ti tutions . I t wa s this financ e cap ita l, t rans-

forr:le d into industria l capita l, ,·,hich forme d the connec ting 

l ink between capita l ism an d i mperia l ism , an d a l s o gave the 

new imperialism its characteristi c fea t ure . Hilferding 

regarded imperia l ism as a po licy, no t a stage , of cap i t a lism 

- moreover, a policy of J~inance . capitalism, no t "highly deve-

J oped tl i ndustr:ta l capita l, a s Kautsky thought . 

,va s s til l s e l f - dest'.cuct i ve , but nOlv it is the mu tua I 

rlestruction of riva l capit.qlist pOl·jers , pursuing 2J:::S:ces i ve 

20 

2 1 

22 

O. Bauer "Die AkkuErulation Des Kapita1s " . Neue Ze it, 
Vo1.31. No.1. ( 1913 ) . pp. 873-4 . Bauer ' s chi ef contr i ­
but ion a pped r ed a s .I2.~ ~_ ~,~t~?_n.0_1 ~i,~.t_e2:.LJEag,~ , l!n~L_di e 
Soziald eino ~'c(3tie . i';3'l:-x·-Si.:udi(~n. 190 7. 2 (ld e d . 192 4 . 



25 

1
. . . . 23 

po lCles to secure new terrltorles. 

Nikolai Bukharin was writing about the same time as 

Lenin
24 

and expressed similar ideas. Bukharin maintained 

that imp erialism wa s a policy and ideology of finance capital 

which is characterized by being simultaneous ly banking and 

industrial capital. 25 

Lenin combined and extended the theories of Hobson 

a nd Hilfer ding in his book I mper ialism, the Hi g h es t Stag e 

L C . l' 26. . h f ' 1 f f 016 d l' ~'§-El ta lsm 1~7Yltten In t e -lrs t 1.a l 0 - 17 , an t 1.lS 

came to be the mos t influential statemen t of the nature of 

economi c imper i a li sm . Lenin considered the root cause of 

imperiali sm to be no t underconsumpt ion but over-investment 

which ha d its source in the surplus v a lue inh erent in 

capi ta l ism and I,\7hi ch ,,,,a s especia lly fruit f ul under mono­

polistic capita l ism - a situation irremediable from within, I 
eradicabl e on l y with the co llapse of the capitali s t system I 

/ 3 

~4 

25 

26 

Winslow, 2~cit . , pp. 726-9. 

N • .I, Bukha rin, I Il];peria l ism and World Econom"'y, [1917 J 
London, Hartin La\\7rence Ltd ., 1929. An introduction to 
Bukharin! s book ,'las \vritten by Lenin in December 1915 
and published f or the firs t time in January 1927. 
Bukharin! s book had its OW11 preface when it I·vas published 
i n November 1 917. 

Ibid., 1929 edition, p.llO. 

V. I. Lenin, Imperiali s~The HiBhes t Stage o f Capi t a l ism : 
A Po pular Outl i ne. Collected t-Jorks, Vol.l. pp. 673-7 7 7, 
Progres s Publishers, Moscow , 1 963. First published in 
mi d-19l7 in pamphl e t form by Zhim i Znaniye Publishers , 
Petrograd . The t ranslations are taken from the Engl ish 
edition o f V . I. Lenin!s Coll ected Work s in f o r ty vo l ume s 
pr epared by Progres s Publishers, Moscow. Change s have 
been mad e in accordance '\li th the 5th Russian edi tion o f 
the Coll ected Works . 



itself. This would be brought about automatical ly by 

r evolution of the working classes in the underd ev e loped 

countr i es during the uns e ttl e d periods af t e r i mp eria l is t 

,,;la rs of r edistribution - with the consequent establi shment 

of a sociali s t society and the e limination of i mperiali sm . 

Lenin's the ory s hifted the ground of imperia li s t theory 

26 

to under-deve l oped count ries - wh e re Marx and Engel s thought 

the revo l ution would occur i n the rich countr ies, Len in saw 

I tha t is should occur i n the poor countries. Lenin identifies 

imperialism as both a s t age and a policy: the particul ar stage 

of capital ism when free competition is rep l aced by ca pital -

istic monopo l y, and the expansionist policy of finance 

capital. I n discussing Kautsky ' s errors, Lenin says : 2 7 

lfT11e characteristic feature of imperialism is not industrial 

but finance capital ". And again, "the characteristi c 

feature of imperia l ism is precisely the fac t that it s t rive s 

to annex no t only agrarian but ev en the mos t industrialized 

regions II 

Lenin , in his "briefes t possible defin ition of 

imp eriali sm says : lf i mperialism is the monopo ly stage of 

. 1· 1,28 ca p lta_lsm . Whils t recognizing the conveniences of a 

brief definition , he a l so recognises the inadequacy of 

implicit s p e cifications , and the r e fore seeks a more explici t 

2 7 Ibid-., Ch.7, para, 7, p.747. (Lenin ' s italics ). 

28 Ibid., Ch.7, para, 2, p.745 . 



defin ition which wi ll incorporate the fo llowing five basic 

featu r es of imperialism: 

27 

1. The concentration of production and capital, developed 

to such a hi g h stage tha t it has creat e d monopo lies 

wh ich playa decisive ro l e in economic li fe. 

2. The merging of bank capital with industria l capita l and 

the creat ion, on the basis of this " finance capital", of 

a financia l oligarchy. 

3. The export of capita l as distinct from COTIUllodi ti e s 

acquires exceptiona l import ance . 

4. The formation of internationa l mono polist capitalis t 

as socia tions which share the ,\7orld among thems elves. 

5 . The t err itorial division of the whole world among the 

biggest capitalis t powers is completed. 

~ ~n tn ' s cla ssic detailed definition incorporates these five 

. 1 r 29 
e~::-e lltla Iea tures . 

Bot h the brief and detail ed def initions interpret 

imperialism from its ecol~ as p e ct only , neglecting the 

political and sociologica l aspects , but Len in admi ts the 

possibility of different definitions for different purposes : 

We shall see later that imperia li sm can and mus t be defined 
diff erently if we bear in mind ... the historical pl ace of 
this stage of capitalism ~ n relation to capitalism in genera l, 
or the relation b etween i mperialism and the two main t rends 
in the working class movement. 30 

29 Lenin, Imperialism, Ch.7, para 3, pp . 745-6 . 

30 Ibid., Ch.7, pa ra 4, p. 746 . 
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He recogni zes a l s o that there are di fferen t versions of 

imperialism, keeping pa ce with the vary ing so cial s tructure s 

which c h ronologica lly fo llow one after the other: 

Colonial po li cy a nd imp e ria li s m ex i s t e d before the l a test 
stage of capita l ism, and even b efore capital ism .•. ' general' 
disquisitions on imperia li sm which ignore , or put into the 
background , the f u ndamenta l dif ference between socia l -economic 
sys t ems , in evitabl y degenerate into the mos.t v a pid banali_ty ... 
Even the capita l ist colonial po l icy of ~ previous stage of 
capitali sm is essentially d ifferent f rom the colonial po licy 
of f inance capita l. 31 

He himse l f, never used the t erm " imper i a l ism" in a singl e , 

"" f 1" 1" 32 unvarYlng meanlng, as a synonym -or mono po y caplta lsm . 

Monopolies ar e ~uite fundamenta l to Lenin s concept 

of imperialism - referring to the p e riod 1900 to 1903 he 

says : "Carte ls become one of the founda tions of the \\Thole of 

economic li fe . Ca pitalism has been transfol~ed into 

" "1" ,, 33 lmperla lsm . The character of capital ism had changed 

since Marx 's time . Marx did no t regard monopo lies as basi c 

e l ement s of capitalism and abst ra cted from th em in his study 

of the fundamenta l structure of cap ita li sm . Engels commented 

on the grOl.vth of monopolie s during the 1880s and l890s, but 

did no t attempt to incorporate monopoly into the body of 

31 

32 

33 

Lenin, I mperialism, Hiddle of Ch.6., p. 740. ( Lenin's italics ) 

Shi zu ta, op.cit. , p.7, Shi zuta , in "A Note on the Theory of 
Imperial {sm,T;:rn A Col l ection of Treat ies on Economics , 
Kyoto University Press , [959 , pp . 427-56 , has pointed ou t 
that certain defini tions, other than tha t of monopo ly 
capitalism, disregarding the conditions of time , mos tly 
i n the sense of colonialism or expansionism , are also 
encountered in Lenin's \\7orks . 

Lenin, Op e cit., Midd l e of Ch.l. p.690. 
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Marxian th eory. Hilferding wa s the first to do this , but 

trea t e d monopo ly as a quantitative not a qualitative change 

in the capita l ist economy. Lenin did not try to integrate 

monopo ly into the fundamentals of Marx ian theory , but he did 

base his theory of imperiali s m on the premise that monopo ly 

" b " f t f d d "1 " 34 ~s a as ~c -ea ure 0 a vance cap~ta ~sm. 

Lenin draws s p e cial attention to the four main as pects 

of monopo l y which are characterist ic of the period unde r 

d " "35 
~scuss~on : 

1. Monopo l y whi ch grew out of the concentra tion of 

production - the capitalist ass ociations , cartels, 

combines and trusts . 

2. Monopolies have accelerated seizure of the mos t import ant 

3. 

34 

35 

sources of rmv ma terials, and this has sharpened the 

antagonism bet'iveen monopo li sed a nd non-monopolised 

industries . 

Monopo l y ha s s prung from the banks . The banks have 

changed from modes t int ermediary enterprises into the 

mono polists of finance capit a l. Some three or five of 

the biggest banks in any of the mos t advance~ capitalis t 

countries have achieved a " p ersonal union" of industria l and 

banking capita l and have become a financial oligarchy 

P.A. Baran and P.M. Sweezy , Monopo ly Ca pital, Monthly 
Review Pr es s , New York and London . 1966. p.s. ( c.f . 
Luxemburg , 'i~7ho sa\\1 monopo lies as merely symptoms of 
overproduction . Winslow, op.cit ., p. 732. ) 

Len in, op.cit., Beginning of Ch.10, p. 773-4 . 
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creating a close n e t work of ti es of d e p end ence upon all 

the economic and political institutions of contemporary 

socie ty. 

Monop()ly h a s grown out of co lonial pol icy. To the 

numerous "old" motives of coloninl policy, finance 

capita l has added the struggle fo r the sources of raw 

materia ls, for the export of capital and for spheres 

of influence - a particularly intense struggl e for the 

division and redivision of the wo rld. 

Lenin acknowledged tha t Britain differed from other countri e s 

where protect ive tariffs fac ilita t e d the formation of cartels 

- he held that the monopolistic s tage of capitali sm occurred 

in Britain, in the ma jority of cases , when the number of 

chief competing enterprises ha d been reduced to " a coupl e of 

, " 36 Qozen or s o • 

Monopolies in the rich and powerful nations exploiting 

the small or weak nations, form a distinctive characteristic 

of imperiali s m which compels Lenin to define it as " parasitic 

or decaying capita lism"; yet he says the t endency to decay 

does not preclude rapid gro'\.\Tt h, but t Le gro\-Jt h is manifest ly 

uneven - particularly in those countries , like Britain, which 

. h . . 1 3 7 T' . f" l' are rlC est In caplta . ne economlC essence 0 lmperla lsm 

( monopoly capitalism) similarly compels him to define imperia l-

36 Lenin, op.cit., Ch.l, para. 12, p. 688 . 

37 Ibid., Ch.10, p. 774. 
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1ism as "capitalism in transition, or, more precisely, as 

. b d . 1 · ,, 38 .. h · f 1 mor~ un cap~ta ~sm - trans~t~on, t at ~s, rom the capita -

. t t t h · h . . d 39 ~s sys em 0 a ~g er s oc~o-econom~c or ere 

Lenin saw imperialism as an inevitable and fina l 

I s t age of capitalism; - inevitable, because surplus or profit 

capital is inherent in a capitalist economy ; - final, b ecause 

the sys t em was doomed to self-destnj.ction from prol e tarian 

revolution brought a bout by increas ing industrial conc entration 

d 
. . . 40 a n ~ncreas~ng m~sery . 

The fundamenta l dif ferenc e b e t ween the Hobson and 

Lenin theories of imperialism is that wherea s Hob s on thought 

that underconsumption could be eliminated by social reform 

a t home , r endering imperialism unnecessary , Lenin ma de 

imperialism a n inherent and unavoidable s t age in the deve-

lopment of capitalism, whi ch could no t be ref o rmed. On 

the other ha n d, ·they bo t h agreed that the explanation of 

i mperiali s t expans ion after 18 70 li es in the pressur e from 

38 

39 

40 

Ibid., Ch.10, pp.77S-6 . 

Ibid. , Ch.10, pp.772-3. 

Lenin's ideas about the collapse of capital ism wer e 
obtained from the first volume o f Capita l - where rvIarx 
thought capitali sm \\7ould co llapse "from the l aws of 
increasing concentration and increasing misery , no t 
from the l aw of declining pr ofit rate whi c h he l ate r 
propounded in the third vo lume. 
Neisser, op.cit. , p.69; 
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finance capitalis~ for overseas inve stments.
41* 

The Marxist emphasis on surplus prof its seeking 

overseas out l e ts is so fundamental to the theory of economi c 

./ imperiali s m that we must now examine the proposition in 

detai l. 

41 D.K. Fieldhouse , " ' Imperiali s m': An Historiographica l 
Revision " , p. 193. 

l''l.B l a ug , in " Economic Imperialism Revis it ed", Yale Review 
(N.S. ) . 50: (1 960-6 1) 335-349, draws attent ion to bot h 
historical and economic errors in Lenin ' s thes is. 
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CHAPTER 4 

INVESTMENT THE MAINSPRING OF IMPERIALISM 

It is not surprising tha t s o much at t ention wa s paid 

to the export of capita l after 1870, because o f the s h eer , 

magnitude of the vo lumes involved . Standard statistical 

sources for the pre-19 l4 years show only ne t ca pital exports 

of a ll t ypes , but this gives a r easonable impression of the 

size of long-term capita l exports since bot h short-term f l ows 

and l ong-term imports \\7ere p r o ba b ly small . 1 Al l sources 

f show that British investments abroa d increased tr emendous ly 

I during this period . The bulk of investments were mad e in 

the late ' 60s and early ' 70s, in the years immediately prior 

to the Baring Crisis in 1890 and particularly in the decade 

prior to 1914. After 1874, a goo d dea l of this ne\.v inves t-

men t came from reinvestment of part of the income from previous 

2 loans . Cairncross has col l ec t e d and revised estimates of 

1 

2 

A.G. Kemp, "Long Term British Capital Movements ", Scottish 
J.P.E . Vol.13 . 136-159 . Feb . 1966. p.136 . 

S.B. Saul, Studies in British Overseas Tra de 1870-1914 . 
Liverpool University Press , 19bO . p.~ 
Sir A. Salter held that the increment in Britain ' s foreign 
assets from 1880 to 1 913 wa s due wholly to the reinvestment 
of part of the income from earlier investments . ttForeign 
Investment ", Essays in Internationa l Financ e. Princeton 
University, Feb.195l. pp.9,53. 

33 
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the export of ca pital from 1870 to 1913,3 and has also 

brought tog e the r a number of estimates of Britain's invest-

ments in pa rti cula r countri e s a t da tes between 1870 a nd 1914, 

excluding i nves t ments on the Continent which cannot be 

accu ra t e l yassessed. 4 Th e impac t of this f low o f ove r sea s 

inves t ment i s i n di cat e d by I ml a h's es tima t e s of the a c cumu-

loting ba l a n ce of c r edit a broa d which inc r e a sed from £ 699.5 

mi ll i on in 1870, t o £3 ,975 mill ion in 1913. 5 In 1913, 

Bri t is h ho l dings abroad of about £4 ,000 milli on compared 

wi t h l es s tha n £5 , 500 mi ll ion owned by France , German y , 

6 Be l gium, Holl and and t h e United State s put together. 

Ov ersea s investment r epresen t e d on average a sub-

stant i a l portion of na t iona l income . In the ninet eenth 

c entury a n d u p t o 1930, ne t ca p ita l exports as a proportion 

of nat i ona l income f l uctuated i n a fa i r l y regula r cycli cal 

pattern, usually const i tuting j us t over one p e r cen t o f gros s 

nationa l produc t a t the bo ttom of the cy cl e , and six to seven 

per cen t a t the peak. 7 ( Since 1 945 t he pa t tern has been 

3 

4 

5 

6 

7 

Reproduced at Appendix I , Table 4 bel o\v , from A.K. Cairncross , 
Home and ForeiWl Inves tmen t 187 0 - 1 91 3, p.18 0. 

Reproduced 
p. 185. 

a t Appendix I, Table 5 , below, from Ibid . 

A.H. I ml a h, IIBritis h Balance of Payments and the Expor t 
of Capita l 1816-1 91 3 11 E.H. R. 2nd ser e Vol. 5 , No .2 . 
208-239 . 1952. pp . 237-9 . 

E. J . Hobsb::nvm, Industry and Empire , p . 12 5 

Kemp, op.ci t. , p.1 37 
Sau l summarises t h e f l uctuation o f overseas investment s 
linked \vit h f l uctuations in home investment . Qp.cit . p .9 4 
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l ess regular, and foreign inve s tm ents have d e clined in 

re l a tive importance , averaging abou t 1.5 per cen t of gross 

nationa l product since 1 952 ). Before 1914 ne t foreign 

investment frequent ly exceeded gross domesti c fixed capital 

forma t ion . S ( The situation is now reversed. In 1964 , 

a year of record capita l outf low, l ong-term capita l expor ts 

amount e d to only nine p e r cen t of gross domesti c f i xed capi ta l 

format ion ) . 9 

That is , in the second half of the nh,eteent h century 

end ing in 1914, Britain invested overseas about four per cen t 

of her nationa l incom e , and in the l atter part of the period , 

(1 905-13 ) , the ratio "1\7a S a s hi gh a s seven per cen t. Putting 

this into today ' s perspective, 1\ur;(se comments : 

If the Unit e d States toda y were to devote simila r percentage 
portions of h e r nationa l income to the same purposes, s he 
would be e x porting fund s to tie tune of twelve billion do llars, 
or , if we app ly the higher p ercrnltage, some twenty billion 
do-llars each yea r . These figu res are almost absurdly l arge 
and t end to confirm the v i eH that there \\fas something un i qu e 
about Britain's foreign inveslment.10 

Hobson certainly tbought there \\7as somet hing unique 

abou t it , and conscious also of the sudden burst of i mperialist 

expansion , he l inked the t\\'0 in his theory of a preciominal-1tly 

--~.- --~----- ----- -------.~~-- -----~---.. --.-.--- -----------------
S 

Sa ul 5110'.\7S tha t this OCCU1~o : CL Leom abou t 1 8S/+·-S 1891 --2 , , 
an d especia lly from abou t 1907-13. Q~~_t.:. Fig.3, p.92. 

9 
Kemp , J-.o~~_~~~ . 

R.l'~urkse , !' Int e ~TlatioJla l Inve stment Today in the Ligh t 
of l\'ineL eenth Century Experience", Economic Jou r"na l, Vo l . 64 . 
-'I --S S' /-( 14~-/~ • Dec. 1 ~4 . p.I+5 . 

10 
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economic mot i ve fo r t h e imp e ria l ism of t h is p e riod. He 

b e l ieve d tha t " the drive to acqu i re co l oni e s aft er 1870 l.va s 

the dir e c t a n d necessary resu lt of the ne e d of the ca pitali s ts 

1 1 to export capita l." Recen t vJY it e rs t h ink tha t the need 

wa s not s o pressing . Cour t says that it is no t uncommon 

fo r unexp l ained t emporary shor t ages of purchas ing power to 

occur in hi g h l y industrial i sed econom i e s , but a pers i s t e n t 

l ow l eve l of consumption is mo re l ike ly to choke off or s t em 

comp l e t e ly the accumul a tion of ca p ital rather than genera te 

a n over-supp l y of it .
12 This argument is re inforced by 

Neisser, '\Tho says tha t Hobson, Lu xemburg and Sternburg 

Ca pitali s m would no t have succumbed from 

over-saving , without the safety v a l ve of overseas inves t-

ment , because saving pot en tia l in Western countries exceeded 

d omes ti c investment opportunities on l y occasional l y - no t 

13 
genera lly. 

By aligning a schedule of overseas acqu i_sitions wit h 

a schedul e of overseas investment, Hobson deduced a caused 

relationship .. He postulated a specia l relationshi p between 

the financiers and the other imperialis ts - that whil e the 

ex.pansionary driving force i,!as personified in exp l ore-.cs , 

mi ss iona~cies , engineers , politica l pressure groups and 

empire-minded politicians , tl cse were mere ly the pa\·;rns of 

11 

12 

13 

D.K. Fieldhouse " I mperiali_s m: an histo-.ciographica l revision" 
p .196 . 

h1 .H . B. Court , "The COTt1ff"!un ist Doctrines of E>!1pire' l , p. 302. 

H. Ne i sser ' s re joinder to S.P. Schatz in "Economi c Iinperia l­
ism Again ll . So c ia l Research Vo1.28. No. 3. 35 5 -358 . Oct.1961. 
p.358 . 
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f
. . 14 -lnanClers . Bu t Hobson ' s investment sch edule wa s c l ass i-

fie d only into I Foreignl,I Co l onial ", "U . S . A. " a n d "Va rious " . 

He arbit rar ily assumed tha t the new colonies attracted a 

high proportion of the inves tmen t call ed " For e i gn " ( i.e . 

before they were annexed ) or "Colonial " ( subsequent to 

annexa tion ) - whic h '\vas no t the case . Fieldhouse refute s 

t he suppos e d connection between inves t ments made oversea s 

and the t erritories acquir e d contemporaneous ly. He says 

tha t Hob s on reversed the c2used re l a tionship betl.\leen the 

i mperiali st s and the investors . In fac t, the latt e r emerged 

as a r esu lt of the former , no t the reverse . Fina nc i er s 

wer e i nduced to i nves t · in the n e'l.\l possessions once po liti ca l 

contro l has b een i mposed for other reasons . 15 

Tl.C other rea son s '\)ere po lit ica l an d id eo l ogical. 

I n the years after 1870 Germany and ~ rance each b ecame 

involved in a system of a llian ces to ma intain the balance 

The ra ce for co l onies arose out of diplomacy , 

an d thereafter the proc e ss coul d no t be checked. The fea r 

of b e ing l ef t ou t of the r a ce overrode a ll pra ctica l consider-

a tions . Britain joined reluctant l y because she rea lis e d the 

l ow subs t antive a l ue of the disputed l an ds and because , fo r 

15 Fieldhouse , 0 .cit . p p 190-1 . 
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reasons of trade, s h e had a vested interest in maintaining 

the sta tus quo. Statesmen were conscious of the pressure 

groups, but wha t made i t seem as if the latt e r were in f luenc-

ing policy, was the fact that their interes ts were now in 

accord. If Britain did no t t a ke action, a rival would s t e p 

in. The pressure groups b e came a n asset the visible 

justification f or action which wa s politically desirable. 

The interes ts of the fi nanc i er s were subservient to tho s e 

of the politicians, the r everse of the r ol e s assigned by 

Hobs on. Moreover, i mperiali s t ideology ha d b ecome a n 

int erna tiona l creed. In Britain , a s e l sewhere , thos e who 

supported a " foYl-Ja rd" policy were in the majori ty. To 

mill ions of p eople , empire had b ecome a mat t e r of fait h. 16 

Prof ess or E. Sta l ey conf i rms Fi e ldhouse 's o pin ion tha t 

nationa l advantag~ took precedence over private investment 

matters : 

Wnere investments can be regarded as economi c aids to 
establi shed l ines o f foreign policy, the y were supported 
mos t vigorous l y ; investments receive l es s vigorous political 
backing wher e they are not in any sense tools of national 
policy or 'vhere they run counter to nationa l policy.17 

Lenin ' s theory o f the inf l uence of monopolistic 

f inanc e capitalists went fur ther than Hobson's. He assumed 

tha t the finance capita l ists ha d dictatorial power s, wherea s 

16 

17 

Ibid., pp. 205 -7. 

E. Staley, War and the Private Inves tor, Chicago, 1 935. 
pp 38 7-8, quoted by Fieldhouse , op.cit.p.206 . 
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, Hobson beli eved that the imperialists had influenced public 

opinion through the power of the Pres s. This d evice 'I'-1a s 

unnecessary i n Lenin's opinion, even in d emocra tic Britain. 

To him, the basic economic environment must dictate political 

1
. 18 

po lCY. Cour t considers that the histo ry of the South 

African war presents " forceful proof in the h istory of the 

. h f L· T 1 . ,,19 . h nlne t eent c entury or enJ_n s t l.eSlS concernlng t e 

impact of finance on politics. But it may b e argued that 

the South African war was a s pecial case a nd provides 

uncertain grounds for genera li sation. 

There is l itt l e doub t that the financiers wer e 

powerful, but were they monopo li s tic? Bo th Fieldhouse and 

Bl aug maintain tha t this was simpl y no t true of Britain. 

British capita l 'I'las not then controll e d by a re'l.\1 trusts o r 

even cartels. It 'I'-1as s till competitive on Lenin! s definition 

of monopo l y in Britain ! s case being " a couple o f dozen or s o" 

. . 20 competlng enterprlses. Moreover, as Court points out, 

not on l y does Lenin ignore the vast fore ign investment during 

the firs t half of the nineteenth century 'I.vhen economic 

organisation in Britain was highly competitive and co lonia l 

expansion 'I,7aS not in · publi c favour , but a l s o the grea t 

finance houses hand l ing foreign investmen t remained 

18 Fieldhouse , op.cit. p.193. 

19 Court, op.cit., p. 29 9. 

2 0 Fieldhouse, op.cit., p.197 
M. Blaug, IIEconomic Imperic1l ism Revisited", p.34l. 
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independent of the rest of the mon ey market, whi ch financed 

itself in the provinc e s unti l after the First Worl d War. 

Further, foreign investment went mainly to areas outside the 

' contro l of British policy.2 1 

Lenin postulated a two-pronged exp l ana tion for the 

outf low of capita l in imperialist ventures . First, wha t 

maybe call e d the "low-prof it push" of late stage capit::alism, 

based on the notion that the rate of profit on capita l tends 

to fa ll through time. This he demonstrated by the arbitrary 

assertion that profit per man can n ever rise as fast as 

. 1 22 caplta per man. The finan ce capitalist - the ba nks and 

trusts who no\,oJ largely controlled capita l itself, found t ha t 

under monopo l y conditions it \·las more profitable to emp loy 

I surplus capita l abroad , since inc reased domestic production 

I would lO\,oJer prices and raise wages. The logica l so lution 

/ 'iva s to export ca pital to raise the margina l productivity of 

. . . 1 23 ]J 1-,1, • remalnlng ca plta • lowever , contemporary neo'illrxls ts,! 

refute the fa lling profit theory.24 The second, and mor e 

21 

22 

23 

24 

Court, op.cit., p. 30 0 

Blaug , op.cit., p.336. 

Fieldhouse, QP~cit., p.192 

P .A . Baran and P.M. Sweezy show the t end ency of surplus 
to rise . Monopo l y Capital, chapter 3. M.Bronfenbrenner, 
"Honopoly Capitalism: a Revised Revisionism", J.P .E . Vol.74. 
500-505. 1966. P.501, notes that this l eaves the tendency 
to overproduction, or underconsumption, as the prime mover 
l eading to capitalis t stagnation . This reinforces Swe ezy 's 
earlier arguments in chapters X a nd XI I of The Theory of 
Ca pitalist Development. 
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p l ausi bl e , part of Lenin ' s explanation was the "high-profit 

pull " thes is, ba sed on the argument that the yie ld of capita l 

is n ecessarily hi g h e r in backwa rd a r eas b ecau se capita l is 

25 scarce and l abour is artificia lly chea p. This l e d to 

imperiali sm because f or hig hes t returns it was necessary to 

ha ve poli tica l con t ro l ove r t h e area s in which the investment 

26 
was ma de. 

Blaug argues that this line of reasoning may have ha d 

some a priori appea l wh en foreign investmen t was a sub s tantia l 

portion of tota l investm ent, but it fai ls t o explain the actua l 

pattern of fore i gn investment, and why investment did no t f l ow 

i n greater quantity to backward countries even in the nine-

t eenth century . Nor does it explain why domest ic savings 

i n underdevelop ed countries are oft en hoarded or exported 

to the advanc e d capita l ist countrie s. If the ra te of retul~ 

is so hi gh in backward countri e s , why do l oca l capitalists 

no t emerge ? 

The fac t is , tha t the yield of capita l is genera lly 

hi gher in capital-rich countrie s than in underdeveloped 

countr i es because comp l ementary socia l overh ea d facilities 

are alr ea dy well established . Pub l ic inves tment i n 

infrastructure is a neces s ary prerequisite for private 

investment . Lenin assumed that these " elementary condition s 

fo r indus tria 1 development " \,7ere al reaGy in exi s tence i n 

25 Blaug, QQ. cit., pp . 337,339 . 

26 Fieldhouse, op.cit ., p.192. 
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) backward countries , but, in fact,it is their very absence 

'.\Thi c h inhibited investment a nd kep t them backward. 

A h igher rate of retul~ on overseas investment is 

indicated by the fact that cap i ta l was expor ted in the fac e 

of natura l preference for domestic inves tment, but the 

diff erentia l should no t be over-estimated. Af t er di scounting 

for risk and possible default , Blaug est i mates tha t the 

diff erentia l yield on exported capital wa s probably no more 

than one or two per cent higher than earnings at home . 27 

R.A. Lehfelt 28 shows that marke t forces were operating to 

a llocate investment b e tween home, co l onia l and overseas 

opportunities . Britons investing abroad were attracted , 

not by a higher interes t rate per se , but by a d ifferentia lly 

higher rate compared with ~omparable domesti c stocks. 29 

Thus capital ,\7a s not e xported by the pus h of finance 

capita lists to maintain artificia lly high interes t rates , 

but by the pul l exerted, not by the backward countries , but 

by the urgen t need for ca pita l in the n ewl y developing 

27 

28 

29 

Quot ed by Fieldhouse, op. cit., pp 198-9. 

J.F. Rippy ' s empirica l study British Investment in Latin 
Ailleri ca 1822 -1949, s hm.\Ts that the average annua l income 
from the entire British investment of n ea rly 1,000 firms 
in Latin A"er ica seldom exceeded 5 or 6 per cent of the 
par va lue of the investment . This ,.\Tas quite comparable 
to British s tock yields during the past century . Latin 
American bones ,.\Tere yielding 8% but almos t half of these 
were in default by the close of the century . British 
Investments in Latin A~er ica, 1822-1949 : a case study in 
the operat ~ons of private ent e~rise in retarded regions . 
U. o f l'~innesota Press . (1959T. 
Quoted by Blaug, ~.cit . p.340 
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I countri e s, who, b e cau s e of the ir ,higher pot ential productivity, 

a nd Because ma r ke ts were available for the ir products, could 

I affo r d to pay hi gh e r interest r a t e s tha n those obta inable in 

B . ' . 30 
r~ t a 1I11 . 

How did imperia l ism ti e in with th i s movement of 

ca p ita l? Recent studi e s have s hown tha t t h e re i s no ev i den c e 

t o suppor t th e t h eory tha t impe~ia li sm wa s the result of d emand 

fo r n ew i nves tment o r the protection o f exis t i n g investment. 

Vas t amounts of cap ita l were expor t e d i n the f i f t y year s prior 

t o 1 914 but the p eak periods of investment occu red b efore and 

a fte r t he time of a; t ensib l e imperia li sm . 31 Mo r eover, ca p ita l 

dl.· d fl . 1 d . . 1" 1 32 no t ow ma ~n y to a reas un e r ~mper ~a ~st~ c contro . 

Th e hi gh - profi t pull wa s no t i n territor i es ann exed after 

1870. 

Fei s' figu re s pub l i s hed i n 1930 3 3 show tha t i n 1 9 13~ 

u[ the estimated t ,o ta l of £ 3 , 763. 3 mill ions Briti s h oversea s 

investment , the British Empire hel d on l y 4 7 .3 per c en t. Of 

this , 44.6 per cent wa s in Cana da and Newfoundl and (1 3.7%), 

30 

31 

32 

33 

Fi e l dhous e , op.cit., p.1 98 . 

A. J. P . Ta ylor, "Economic Imperialism" in ~ngli shmen and 
Others, London. Hamish Hamilton. 1956. p. 78 

Fi eldhouse , op.cit., p.199. 

H. Feis, Europe~he Po rld ' s Banker, 1870 - 19 1 4. NeT.vhaven : 
Yale University Pres s . 1930. p.23 . His figures are revi sion s 
of est i mate s original l y ma de by Sir G. Paish i n 1 92 1. 

( IIGr ea t Britain' s Foreign Investmen ts". J ourna l o f th e 
Roya l Statistica l Society , L~<IV , 167 -2 0 0 . Jan.19 11). 
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Au s tra l ia and New Zeal and (11 .1%), India and Ceylon (10%) 

and South Africa (9 .8%). Of the 52.7 per c ent invested 

out s ide the Empire, 40.1% \·vas s hare d by La tin Am erica ( 20.1 /0 ) 

and the Unit e d Stat e s ( 20%). By contra s t, We st Africa , the 
II 

'\,.' St r aits Settl ements a nd the rema ining Britis h po sses s ions 

r ece i ved only marginal su ms . (1 . 0 %, 0.7% a nd 1.0% r es p ectively)~4 

Admitt e dly, on e per c ent of tota l inves tment amounted t o 

about £ 37 . 6 million in a b so lut e va l ue , and, as F iel dhouse says, 

these \,Jere "by no mean s n egligible amounts, a nd i n d i c a te 

c l ear ly tha t i n some a t l eas t o f the t r opi ca l dep en den c i e s 

\.vhich ha d rec ent l y been acqu ire d, Briti s h finance wa s find i ng 

scope fo r p rof it and investment". 35 

Pa i s h, Cairncross and Nurks e 36 have a l s o s h Ol,m that 

Hobson \\7aS h 7rong i n assumin g tha t the co l onies acquired 

a fte r 1 8 70 r eceived substan tial investment. Hobson d id 

no t shOl-1 t h e geographica l d i s t ribut ion of investment as h e 

di d f or t rade ; ha d he don e s o, it '(,vould have been ev i den t 

tha t investmen t, as Nurkse says, tended to bypas s t he 

primit i ve tropica l economies and flo\ved mainly to t he 

regions of recen t settlement outside as well as inside the 

34 

35 

36 

Saul, op.c~ ., p.67 supplements Fe is' estimates and 
confilTIs his approx i ma te distribution of Britis h 
overseas investment i n 19 1 3 . Saul' s figures are given 
b e low at Append i x I , Tab l e 6. 

Fie l dhouse , loc . ci t. 

G Paish, " Gr ea t Britain ' s Foreign Investmen t s ". p p 1 80, 
18 2-184 . 
A. K. Cairncross, op.cit ., p . 185 . ( App end i x I, Tab l e 5 below) 
R . Nurkse , Patterns of Trade and Deve l opment, ( Stockholm 
1 959 ). p . 19 . 



B .. hE' 37 rltls 'mplre. Roughly t wo-thirds went to the n ewly 

set tl e d reg ions in the t emporate zones. These were the 

mos t successful inves tments. About one quarter wen t to 

tropical or s ub-tropica l areas , oft en d en sely po pulated, 

somet ime s with peo pl e s of a nci ent civilisations. Thes e 

wer e l ess successful investments. 

38 Continental Euro pe. 

The res t went to 

On the basis of the pattern of distribution of 

overseas investment , Bl aug contends that , wi th regard to 

45 

Britain, Lenin \>Ja s wron g in pro j ecting a picture of capita l 

expor ted to low-income , stap l e-producing areas under direct 

politica l contro l. He was a l s o wrong in pi ctur ing inves t -

men t concentrated a l mos t exclus i ve l y i n the extractive 

industries . The extraction of minera l and pl a nt.ation 

products for export to the indus t ria l countr i es wa s thought 

to be the typica l imperia l isti c pattern of internationa l 

investment, but this t ype of investment played a mino r ro le 

in the period before 1914. Th e demand fo r fore i gn capital 

39 came main l y from publ ic d eve lopmen t schemes . In 1914, 

37 

38 

39 

Nurkse , loc.cit . 

R. Nurkse , tt Internationa l Investmen t Today in the Light 
of Nineteent h Century Experience tt , p.745 . 

About 70 per cent of t h e aggregate funds supplied by 
British investors to the res t of the \>Jorld was channelled 
into socia l overhea d ca pital. 
M . Simon, tt The Pattern of Ne\v British Po rtfo lio Invest­
men t l865- l9l4tt , p.290. Internationa l Economic Associa­
tion Round Table Conference on CaRita l Movements a nd 
Economic Development, July, 1965. 
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thirty p e r cen t of Bri t ain ' s overs eas investment consisted 

of loans to publi c a uthorities , fm::' ty - five p e r cen t was in 

raihJay securiti e s to financ e construction undertaken by 

governments in the borrowing country , l eav i ng on l y t wenty-

five per cen t for the s tri c t l y II co l on i a l ll t ype of investment 

. . ~ . d d· · 40 I n agrlcu~ture , In ustry an mlnlng . 

If we accept that the grea t increases in overs ea s 

i nves t men t were no t l inked wit h the grea t i ncreases i n 

i mperia l i s t expans ion , tha t bot h \,Jere II independent products 

41 of Bri ti s h confidence and s tr ength ll
, then we must l ook 

e 1 se\\7here fo r the cause of the vas t capita l ou t f l O\v . Inves t-

ment abroa d sometimes fo llowed purely fortuitous event s, such 

as the discovery of precious meta ls ; or the sear c h fo r, and 

d evelopmen t of, prima ry proG\' c ts in res pons e to change s i n 

sup p l y and deman d. As \,Je have s a id , iilV estmen t \\'as di rected 

mainly into public uti l ities , and es pecial l y to buil d 

cormnunications . It wa s sometimes unde:ctaken fo r mi l i tary 

rea~on s, a s Oi.;(;"(),:':'T3d in the cons t ruction of: raihvays in I ndia 

40 

41 

B 1 aug , '?J?_,~_C ~_~., p p 341 ,- 2 . 
Simon , in his ana ly sis of the enterprise composi tion of 
new Britis h Fo r t f olio investmen t found tha t oversea s 
priva te ente l.-I) rises obtained 55 per c ent of the fund s 
supplied by the Briti s h capita l market th roughout the 
period 186 5 to 1914 . Government s t ook moc e tha n 35 
p~r c ent an d mixed enterpris e s l ess than 10 per cen t . 
~ithin these average respective shares, tle private 
business share mo re tha n doubled over the period , the 
governmen t share halved, an d the mi xed en t erpri s e share 
Flo re tha n halve d . This \-.73 S an ind5 cation of the grm'l7ing 
strength of priva te ca pi ta lists th.coughout the \-yo rld , 
ref l ected in n ew is s u es . 
Si Don, 0 _.:-_cit. , p p. 282-6. 

Tay l or , ~E~.it., p.78 
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after 1845; or a s a r esult of t echno logi ca l changes, such as 

the introduction of the steamship which lowered fre i ght rat e s 

and stimul a t e d inves t men t in Austra lia and New Zealand. But 

t f 11 . t . d 'd b . . 42 mos 0 - a ,l ~.vas In uce y emlgra tlon. Labour a nd 

capita l moved to ge ther to the " regions of recen t settl ement" 

~n the t emp e rate l atitudes. 
I 

Six ty mi ll ion p eop l e move d to 

these regions, and capita l responded to the growth potential. 

43 As Nurkse says, "Labour a nd ca p ita l are comp l ementary 

factors of production and exert a profound attraction on 

each other. The movement of l abour t o the new regions 

attracted G~pita l t o the same places a t the same time .. . 

and t h e flow of capita l stimulated the migration of peo ple 

to those place s ". 44 

Then too, the export of capita l wa s a necessa ry 

45 
concomitant of the pattern of Britis h trade and development. 

Imlah shows that interests and dividends were important t o 

42 

4 3 

44 

45 

Saul, op.cit ., pp.209-11. 

Nurkse , II Internationa l Investment Todayll, p. 745. 

Cail~cross cow~ents tha t the parallel nature of the two 
factor movements shows itsel f in the close agreemen t of 
variations in capital export s and emigra tion from Britain 
from decade to decade between 1870 and 1910. Home and 
Foreign Investment 187 0 -1913,p .209 . Quoted by Nurkse , 
Q£.cit., p.746. n.l. 

Fi e ldhouse , op.cit ., pp 19 7- 8. 
Court, Ope cit. , p.301 say s tha t the trade incentive remained 
operative throughout the period which Lenin describes a s 
that of finance capitalism. 
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cover the deficits on trade, bu s iness services and other 

items on the current account. 46 In t wenty e ight year s of 

the for ty-four year period from 1 8 70 to 1913, Britain would 

have ha d a current account deficit wit hout the inflow of 

int eres t and dividends , notably in the six years after 1875 

and more so i n the sixteen years from 189 1 t o 1906. The 

posi tion would have been worse without the positive balance 

of trade with India, which offse t trade deficits elsewhere . 

\ 

cainLc~oss make~ the point that investment going t o the " new" 

countrles wa s, In a sens e, investmen t i n the primary sector 

l of the Britis h economy , b ecause these count ries needed capital 

to increase production of primary materia l s required by the 

Britis h economy . The return to Britain on these investment s 

\\7aS no t entirel y in monetary terms, but in chea p and plentiful 

I rmv ma t er i a ls a nd food.
4 7 

In the light of thes e recent studies , it woul d appear 

that Hob s on and Lenin were wrong in their basic pr em i se tha t 

investment ,,,,as the mainspring of imp(~ria li sm. 

massive capita l exports , but they were not signi fican tly more 
\ . 
remunera tive than domestic capita l, and they did not go mainly 

to the colonies. Britain did not need to acquire territories 

in order to invest profitably abroad . 

46 

47 

A.H. Imlah, Economic El ements in the Pax Britannica:studies 
in British foreign trade in the nineteenth century. Cambridge , 
Harvard University Press (19 58 ). p.65. Reproduced at Appendix I 
Chart 2. 

Cairncross, op.cit., p.1 88. Quot ed by Field~ouse, op.cit. 
p. 198 . 
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Le t us now turn to the qu es tion of overseas markets 

a nd examine the role of the col oni e s as suppli e rs of raw 

ma t e ria ls and bu yers of f inish e d pr oducts. 



CHAPTER 5 

THE PARALLEL PUSH TO OVERSEAS MARKET S 

Lenin's Marxist concept of imperialism is that of a 

policy which seeks political a nd economic contro l over back-

ward areas to guarantee a n outlet for idle savings and surplus 

manufactured goods in exchange for strategic raw materia ls. 

Cha pter four has shOltJfl that Lenin wa s mistaken with regard 

to the necessi ty of imperialism fo r the placing of idle 

savings. Was he also wrong about the parallel raison 

d ' ~tre of imperialism - new markets and sources of raw / 

materials? Marxis t theory asserts that in a closed capital-

ist sys t em the abso lute growth of saving s l eads to a deficiency 

in aggregate effective demand, and this fundamenta l iobalance 

can be corrected only by the opening of foreign markets. 

Thus their basic tenet that imperia li s m is It an inherent / 

feature of mature capitali sm!!. 1 Lenin says Itln the old 

type of capitalism, that of free competit ion, the export 

2 of goods 1,,7a s the mos t t y pical feature . It He goes on to say 

that in the modern capitali sm of monopolies the export of 

I ~ital becomes the typical feature. 3 Nevertheless , Lenin 's 

1 

2 

3 

M. Blaug , Economic I mperialism Revisited, p.336. 

V.I. Lenin, Imperialism, the Highes t Stage of Capitalism, 
p.47, Lenin 's italics. 

Lenin, loc. cit. Beginning Ch.IV. 
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picture of foreign investment included " d e liberate dumping 

of excess suppli es upon restricted colonia l markets". 4 ----- .. -
The overall picture of nineteenth century Britain 

i s that of a tra ding nation: 

In 1 8 70 British trade p e r capita ( excluding the 'invi s ible 
it em~ ') stood a t £ 17. 7s. Ode as aga inst £ 6. 4s.0d.for ea ch 
Frenchman, £ 5. 6s. Od.for each GenTIan a nd £ 4. 9s. Ode fo r 
each citi zen of the U.S.A.5 

Of the indus tr ia l states, on l y Be l gium had figures comparable 

wit h Britain. By the early l870s, domestic exports a s a 

percentage of national income had risen from about thirteen 

per cent a t the end of the e i ghteenth century , to about 

twenty-two per cen t and thereafter averaged between sixteen 

and twenty-two pe r cen t up to 1929. 6 Tota l internationa l 

trade had increased by thirty per cent during the f i rs t 

thirty years of the nineteenth century but between 1 840 and 

1 87 0 it multipli e d five t ime s over to more than £2 ,000 mi llion. 7 

After 186 0 the pattern of Britain ' s overseas trade cha nged . 

If Ive look a t Hitchel l and Deane 's 1 962 figures f or Principa l 

Exports, 1700-1830 (o fficia l va l ues)8 a nd Exports from the 

4 

5 

6 

7 

8 

Elaug , op.cit. p.34l 

E. J. Ho bs ba,Vffi , Indus tr~ and Ernpi re; an economic hi s tory of 
Great Britain Slnce 17 0, p .rTI. 

Loc.cit . 

Op.cit. p.114. 

Appendix I, Table 7, Reproduced from P. Mathias , The Firs t 
Industr ial Nation : an economic history of Britain 1700-1914. 
iondon, Methuen (1 969 ) . p.467. 



United Kingdom, 1830-1938 (current prices)9 we see that Britalu -

major exports have always been textiles - w~en and worsted ---in the first half of the eighteenth century, then, as these 

tailed off from mid-century, a steady growth in the export of 

cotton goods , until total textile export s reached a peak of 

eighty per cent of total expor ts in the decade 18 20-9; sixty-

two per cen t of these were cotton goods. After 1860 British 

exports ceased to be based essential ly on textiles, and 

increas ingly s h ifted to more expens i ve capital goods and raw 

materials - iron, steel, coa l ships and machinery . 10 During 

the grea t imperialist era, \~7 0§ the pattern of trade 

Wl1ich emerge s is that of a nation mainly exporting texti l es 

( fifty-five per cent of total exports at the beginning, and 

forty per cent at the end of the period - of which thirty-

three and twenty-five per cent r e spectively were cotton ): 

iron and steel etc. manufactures (sixteen and t we lve per 

c en t) ~\7ith a groi.ving market in machinery \vhich "\\7as to reach 

ten per cent on the eve of the First World War ; coa l increasing 

from four pe r c ent to ten per cent and a n incipient market 

in vehic l es . Total exports were va lue d at £ 218.1 million 

in the decade 1870-9 rising to £ 504.6 million in the decade 

1910-19. As the relative i mportance of cotton goods fo r 

export declined, s o too did the need to i mport textile raw 

ma terials e specially after 1 860. The pattern of imports 

9 Appendix I, Table 8, ibid. p.468 . 

10 Ho bsbawm, op.cit. p.118. 
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for the year s 1870- 1914 reflect~ this trend. 11 _ Textile raw 

materials accounted f or twenty-seven p er cent of total imports 

at the b eg inning of the period, fa lling to nineteen p er cent 

a t the end ; other raw materials increased from twe lve to 

sixteen per cent ; the main f ood items , ( grains and f lour, 

groceries , and meat and dairy products ), represented thirty­

five and thirty-one per cent and there were signs of increasing 

purchases of manufactured goods whose percentage rose from 

t wo to seven. Total imports were valued a t £360 . 6 mil l ion 
- --

i n 1870, increasing to ~mill ion in 1 919 ( and to a 

mass ive £ 1,259.2 million by 1929 ) . 

The firs t to industrialise, and trading nation 

though she ~vas, Britain did no t en joy export surpluses -
'-

. 12 
s ~,-e ~va s a net lmpQrte~ Her ext raordinary accumul ation ------- -
of overseas credits 13 which more than quintup l ed from 187 0 t o 

1913 accrued, not from the export of manufactured goods , but 

,.. 1 • f b· . 14 d' h . Irom toe earnlngs -rom USlness serVlces an c e lncome 

11 

12 

13 

14 

Appendix I, Table 9 , Imports to the United Kingdom,1854-
1938, Mitchel l and Deane , 1962, reproduced from Mathias, 
op.cit . p.467. 

Appendix I, Table 10 , co l.(c), Imlah ' s figures from 
contructed and rea l values, reproduced from lvlathias , 
op.cit. p.305. 

Appendi x I, Table 10, co l.( g ) ,loc.cit. 

Appendix I, Table 10, co l.(d). Net balances of the United 
Kingdom on business services by quinquennial averages, 
1816-1913 are sho,.;7I1 at Appendix I, Chart 1, reproduced 
from A.H. I mlah, Economic El ements in the Pax Britannica: 
stud ies in Britis"h foreign trade i n the ninet eenth century, 
p.5S. 
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f h f ., 15 1 1 rom er orelgn lnvestmen ts, t~e atter growing twice as 

fast as the former in this pe riod. 

Cl earl y inve stm ent and trade were linked in the 

na t iona l ac counts, e specially since " capita l ex port has often 

16 t a k en the form of a dva nc e s of con sum e rs ' goods " - but \>Je re 

the y linke d geog raphical l y an d how i mpo r t a n t was the Empire 

in providing mark ets for commodity trade ? JJ. S •B • Saul 17 

di scu sses the r o l e of Empi r e in s ha ping the cha n g ing 

s t ructu re of Briti s h t r ade: 

The key d e t erminant of the na ture, ex t ent a nd timing of 
d evelopments in Empire t ra de wa s the inves t ment of capi t a l 
by Br itain, but i ~w2 s by no means the only i mportant f a ctor. 

/' 

He points out tha t investment played a sma l l partin 

en couraging the export of cot t ons to I n dia, and fa il e d to 

revi v e the trade i n the early years o f t he t wenti e th c entu r y. 

Clima tic con dit ion s and the si z e of harvest s were of grea t 

i mpo r t anc e in d e t ermin i ng the l eve l of t rade wi th Ind i a a nd 

the trade wi t h Au s t ralia dur i ng t he gr e a t drough t s a t t he 

turn o f t he century. Al s o t he l ow l eve l of income s in 

backward terr i tor i e s l ike I ndia and Sou t h Africa res t r i cted 

the ma rket f or cheap ma ss - produced goods. Mod i ficat i on s in 

Empire t ra de were a l s o caused b y changes i n the pa t tern of 

15 

16 

17 

Append i x I, Table 10, col.( e ). Net ba l a nc e s o f the United 
~ingdom on interes ts and d i vidend s and on cu rTent account 
by quinquennial averages, 1 816-1913 are shm\1Il a t App endix I, 
Chart 2, reproduced from I ml a h, ib i d. p . 65. 

R. Pa res , The Economic Facto r s i n th e History o f Empire . 
E . H • R . I . V I I. 11 8 - 1 44 (1 937). p. 1 38. 

S . B. Saul, S.tudies in Briti s h Oversea s Trade, 1 8 70 - 1 91 4 . 
Ch. I X. 
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tra de and investment of foreign countries: Ca nada 's trade 

with Britain was influenced more by American internal 

d emand for foo dstuffs tha n by Impe~ial Preference 18 and the 

growth of Europe 's exports of sugar beet to Britain h a d 

devastating effects on the Wes t Indian colonies. 19 '~aul's 

stud i e s sho_w tha t i nves tment ,.va s important in creat i ng markets, 

but it wa s the indirect effects of inve s tm ent in promoting 

l ong-term growth that had a greater impact than the direct 

consequences, e ithe r through the purchase of British goo ds 

,'Ji th the funds ma de ava ila ble or through the immed ia te 

roo ltipl ier effects. He shows how Briti s h exports responded 

I to direct a nd induc ed changes in the for tune s of the ma jor 

Empire countries - India, Austra lia a nd Ne,.v Zea l and, South 

Africa and Canada . 20 Even a t the peaks, 1 90 0~~4 and 

again 1910-13, exports to the ma jor Empire countr i es barely 
-----..:;... 

exceeded thirty per cent of tota l exports . 

For the Empire as a whole, the pic t ure is even mor e 

c l ea r. Cairncross 21 ha s colla t e d f i gur e s to show the 

relative importance of markets for British exports and 

sources of suppl y fo r Br i tish imports at three discrete 

18 

19 

20 

21 

S. B. Saul, lI The Economic Significance of 'Cons tructive 
Imperialism ' !! J.E.H. XVII. No.2 . 184-186. ( June 195 7) p.183. 

For a detai l ed account of the Wes t Indian sugar trade 
during Jo seph Chamberlain 's t enur e of the office of 
Secretary o f State f or the Colonie s, from 1895, see 
ibid. , pp.176 - 1 81. 

Saul, Studies in British Overseas Trade . p.214. 

Ap p endix I, Tab l e 11. A.K. Cairncross , Home and Foreign 
I nvestment, p.189. 
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points in the p e riod 1870 to 1912. At the f irst point, 

(1870-72 ) , the entire Briti s h Empire took only twenty-four 

p e r cent o f total exports; a t the second point, (1 890-92), 

about thirty- five per c ent a nd at the third point, (1910 - 12), 

a l mos t f o r ty p e r cent. It wa s the i n dustriali sed countri e s, 

the Uni ted St a t e s, Germany, Holland, Be l guim a nd France, 

which were the major customers a t the b eginning of the pe riod, 

taking abou t f or ty-t ~.\lO p e r cent be t ween them a l thou gh the ir 

s hare ha d d r opp ed t o a bout t wenty-six p e r cent by t h e end o f 

t h e period when Argentine and Brazil were t ogethe r t a king 

deven p er cen t ; tha t is more than the Un it e d States a t t ha t 

time . Thes e f i gures suppor t Saul! s cont ention tha t it wa s 

economic gro~.vth ~.\lh ich enabl e d count r i e s to buy our ~xports, 

a l though they a l so ref l ect the growing pro tect i ve measure s 

o f ot h e r i n dus t r i a l ised count r i e s af t e r 1 880. Th e Empire 

~~7as even more d i sappointing as a source o f supply for our 

impor ts. At the f i rs t po int, its share t ota ll e d only a bout 

twenty-two pe r cent o f tota l imports , a t t h e second po i nt, 

about twen t y- t hree per cent and a t the t h ird point ha d 

managed to reach twenty-five per c ent . Oddly enough, it 

\vas the same group of industrial ised coun tries wh ich suppl i e d 

the 1ion! s share , averag ing about forty-five per cent over t h e 

perio d. 

The Empire countries together made n o grea t contri ­

bution t o trade , but there ~va s one i mportant except ion -

India , "\\7hich had a l~vay s b een par t of the " forma l" Empire . 
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India ,,,a s except ional in tha t s h e ha d tra ding su r pluses with 

the res t of t h e wo r ld, es pec i a ll y throu gh the expor t of o pium 

t o the Fa r Eas t enabling h e r to support a sub stant ial market 

fo r Bri t is h cotton goods. Her trad e a nd bull i on defic its ,,,it h 

the Uni t e d Kingdom were ove r £ 10 mi ll ion i n 1 880/1 and t his 

had increased t o over £ 52 mi ll ion by 1 911 / 1 2 .
22 

It was t h i s 

s u r plus wi t h India tha t h e l ped Br i tain t o cover h er trade 

de ficits wit h North America. 2 3 Th is triangular pat,tern of 

trade was vita l to Britain during the nineteenth century. 

Not on l y this , bu t India had boost e d her cotton s upply t o 

Britain during the 1 86 0 American co tton famine and had again 

been her commercia l saviour during the Grea t Dress ion of 1 8 73-

96 wh en she took for ty t o forty-five per cent of Britain 's 

exported cotton goods . 

So, with the singular exception of India, overseas 

t rade wa s no t a grea t impetus for imperialism . Investmen t 

and t ra de were linked geographical l y . As capita l flowed 

to the New \,..]orld ti the greater part of Britis h manufactured 

exports lik e,\7ise flo,,,ed to regions of recent settl ement tl 24 

- it \\7a s not the backward regions which provided the dumping 

ground for surplus goods. 

hIe have shov.7ll. that ~mperialism '-Ja s not necessary 

t ither for overseas investment or fo r overseas trade. Let 

22 

23 

24 

Saul, o p.cit., p.204. 

Appendix I, Chart 3. 

Blaug, op.cit. p.342. 
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I 1 1 1 . I fl ' 25 us now 00< at t~e t~eoretlca aspect 0 t~e perslstent 

emphasis in Marxist theory, upon the notion of surpluses 

,/ seek ing outlets in the colonies - the undercon sumption the ory. 

Was underconsumption a necessary concomitant of the mature 

capitali s t sys t em? In dealing 'vith the question wh e ther 

i mperia li sm was necessary, we incidentally sidetrack the 

seemingly unending arguments about whet h er i mp e rialism is 

a stage (final or otherwise ) , a proces s or a policy or, 

indeed, a ny combination of the se. For, a s Shizuta says, 

whether imperiali s m i s a stage or policy is i mma t eria l 

what matters is !!\vh e ther or not the stage of mono po ly 

capit a li s m, the i mperia l is t pol:Lcy, is unavoidable ... ,, 26 

If Marxis t theory is correct, then only a s ociali s t 

so ci e ty can survive without i mperiali s m. If, on the other 

ha nd, a closed capi tali s t system can expand indefinit e ly on 

its mYn resources then i mp er ialism ,·la S no t n ecessa ry to 

s u s tain tha t system. Blaug has shmYn tha t it is not the 

absolute but the relative growth of saving s and con sumption 

h .. t 27 L . d' b I 28 t at lS lmport an . enln reasone In a s o ute t erms, 

but the matur e capita l is t system run s into dif f i culties only 

if savings gl-OW or consumption dec l ines i n relative t erms , 

that is, a s a fraction of tota l income. The long-run 

25 

26 

2 7 

2 8 

Even Baran and Sweezy , l'lonopoly Capi tal, 1966, reta in this 
notion although they compl e t e l y redefine the t erm !! surplus 
va lue " into !! economic su rp lus!! and do concede tha t there 
are surplus a b sorbers wh ich can opera te f or a n indefini t e 
period. 

H. Shi zuta, I mperia li sm as a Concept, p . 8. 

Blaug , op.cit. pp.336-9. 

Marx did not assume abs olute growth of sav i ngs. 
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consumption function can be expected to shift upwards as the 

growt h of income generates wants. Savings make investment 

possible and investment creates purchasing power without 

creating goods which mus t be bought by workers. The capacity 

crea t e d by investment is required to service the upward shift 

in the con s u mption f~ncti6n brought about by the increased 

purchasing power induced by inves tm ent. There is no inherent 

inba l ance; theoretica lly the closed capitalist sys t em can 

expand indefinitely on its own resources. As a ma tter of 

fa ct, the consumption-income or saving-income ratio has 

rema ined r emark a bly s t a ble over long p e riods of time in mature 

economies. The Marxis t underconsumption theory s t emmed from 

t,.vo en t renched doctrines : the . conviction of t he a b s olute 

i mpoverishmen t of the working class and the hypothes is that 

the ra te of profit tends to fa ll in the course of capital 

accumula ti on. In fac t: 

I r ea l ,.vages have risen continuous l y in a ll capitalist 
. countries ••. labour ! s r e lative share of income ha s increased 

over the last century, and ... the ra te of return on capital 
over the same perio d shov,7s on l y a mi ld dm.vnward t end ency.29 

Bronfenbrenner give s the follm.ving ana l ys is of surplus with 

regard to the United States : 

For t he United States, prototype o f monopoly capi talism, the 
surplus v,7a s Lf6 per cent i n 1929; it fe ll du ring the depression 
to nearly 40 per cen t (1 933 ), rose during vJor ld Ha r II about 
70 per cent, and ha s remained about 54 per cen t s ince 1959. 30 

29 

30 

Bl aug , op.cit. p. 338. 

M. Bronfenbrenner , MonoRQiy Capitali sm : A Revised 
Rev i s ionism , p. SOl. 
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It wou ld seem that both theoretically and fro m 

empirical evid ence, the underconsumption theory is unt enable. 

We now turn our attention to a topic equa lly 

entrench e d in Marxis t doctrine - the belief that one of the 

main driving forces of imp eriali sm is the exploi tation of 

subj ec ted economies. 



CHAPTER 6 

EXPLOITATION 

Hob son considered the th eory of underconsumption t o 

be his main intellectua l achi evement. 1 He considered that 

the capitalist sys tem it self was exploitative in that ma l-

distribution of income put too sma ll a share in the hands 

of the working classes. When capitalism s prea d itself 

overseas in the process which is called capita l ist imperia l ism, 

then it fo llowed that the indigenous peoples in the dominated 

areas were a l so exp l oited. In his chapter lT lmperialism and 

2 
~hR Lower Race s Hobson argued that exploi tation , whether 

Gy appro priation of land, or by use of cheap labour - force d 

ur nominally free - in mines , farms and factories , had b een 

A. genera l feature of the colonies of al l European pOI"yers and 

almost certain concomita nt of imperialism. 3 

Lenin did not explicit ly discuss exp lo itation. As 

a Marxis t he accepted as an establi shed principle that a ll 

1 

2 

3 

D. K. Fieldhouse, lT Imperia l ism : An Historiographica l Revision l1
, 

p.1 89 . 

J.A. Hobson, Imperialism, a Stuqy, pp 223 -84. 
are made to the third edi tion (1954 ). 

Fieldhouse,op.cit., p.192. 

References 

Hobson ignored semi-co loni es and thought of finance operating 
in a free-trade environment. Ibid. p.193, note 1. 
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workers were exploited by capital and imperialism merely 

ex t ended the scope of exploitation to foreign l ands . The 

theme is fundamenta l to the Marxist doctrines of both 

capita li sm and imperia l ism, yet no t exclusive to ca pita li sm. 

Pares ~.:rrites that both capita li st and pre-capitalist imperial­

ism has always tried to exploit, contro l and create marke ts 

4 outside the capitali s t system . Stradley ev en s:rove to s how 

that the economic exploitation aspec t of imperialism has 

been a characteristic . of a ll empires at al l times , from t h e 

mediaeva l to the modern, and only the means of exp loitation 

has differ e d - wage s l aves under the capitalist system , 

ens l avemen t, plunder, extraction of revenues or tra de on 

unequa l t erms. He b e li eved the impe tus came from capita l 

( surp lus va lue) rather than from underconsumption as Hobson 

5 thought. 

Landes points out that imperia l ism gave capital ist 

countries the abi lity to use force for gain and tha t it is 

a pr emise of l'1arxis t theory that the interest s of the bus i-

1 b d b · . l' 6 B ff . ness c asses are es t serve y lmperla lsm . ut e ectlve 

l exp loitation pr esume s the exist ence of a cohesive business 

I class " conscious of a common economic interest" 7 and also 

I 
" . 

5 

6 

7 

Richard Pares, "Th e Economic Factors in the History of 
Empire". p.137. 

J. Strachey , The End of Empire, 
House , 1960. 

1959 New York: Random 

D.S. Landes, "Some Thoughts of the Nature of Economic 
Imperialism", p. 499 . 

Ibid. p.498. 
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that the sta te was in the power of the busines s class. 8 

Nei the r o f these condi tions obtained. The " bourgeoisie" 

were , in fac t, divid ed: 

... on a ny a nd every issue, economic a nd non-economic. It 
could no t agree as a class on tariff questions, the suffrage , 
the tax system, pub lic works, o r factory l aws ; why should it 
be expect e d to agree on co l onia l policy? 9 

Neith er do fac ts support t h e assumption that t he state wa s in 

t h e servi ce of the business class. The re are : 

numerous instances of governments refusing to annex 
territory or bring pressure on weaker states in o rder to 
protect or furt h er t h e materia l interes ts of t h e ir na tionals. 
Britain in par ti cular repeateilly rejected the impo rt~n{ ties of 
empire builders and businessmen, partly on mora l grounds , 
partly beca use of economic principles ... 10 

- the persist ence of the free trade , free enterprise idea l. 

Th e refusa l of Kimberley !s a ppea l fo r the establi shment of 

a protectorate over Zulul an d in 1 884 ~\7a s t ypica l of the Britis h 

~rrirude t~ internationa l re l ations . On the other ha nd, the 

gO\.Tern;~i'€n t did somet imes obtain conces s ions for l egi tima te 

t r~de in return fo r politica l support. For example, i n the 

~~~2 yea r the Shah of Pers ia was asked to open t h e rivers of 

Persia to British tra de as a quid pro quo f or support against 

R · hm 11 US ~lan enc roac ent . But officials were not a l ways as 

sym pathetic to business interests and often paid lip-service 

8 Ibid. p.506 

9 Ibid . p . 49 9 

10 Ibid. p.50 6 

11 Ibid. p.50 7 
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to the import a nc e of tra de whilst n everthel es s rigidly 

contro lling trading ope rations in the area under t h e ir 

command. Oliver shows how Sir Ha rry John s ton, "Commissioner 

a nd Con sul-General for the t erritori es under Britis h influence 

to the north of the Zambesi " ado pt e d a dictatoria l role wi th 

12 
regaid to t h e operations of the British South Afr ica Company. 

Not\t.]i ths tanding t h e numerous instances of coll a bora t ion 

between economi c interes~ a nd t h e state , the re l a t ionship 

wa s by no means one-s ide d, and i t was oft en business wh ich wa s 

b · d · 1 13 su serVlent to lp omacy . 

Ex ploitation is an emot ive word, used wit h various 

meanings. Landes se l ects a precise d e finition l inked to t he 

exercise of politica l domination, forma l or informal; a 

phenomenon d eriving from t he exercise or threat of superio r 

force: 

I mperiali s t exploitat ion consists i n the emp loyment of l abo r 
a t \t.]ages 10\\7e r than would obtain in a free bargaining situation; 
or in the appropriation of goods a t prices l ower than would 
obtain in a free marke t. I mperiali s t exploitation, in other 
words, i mplies nonmarket constraint.14 

He argues that, s o defined, exploita tion wa s by no mean s t he 

universa l concomitant of i mpeLLalism that Hobson and Lenin 

I thought . He says that it is nonsense to ta lk of exploitation 

by oi l companies in Venezuela or sugar refineries in Cuba 

12 

13 

14 

Roland Oliver , Si r Harry Johnston and the Scramble for 
Africa, New York : St. Martins . (1958). p.198f. 

Landes, op.cit. p. 508. 

Ibid., p.499. 
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when these pay a freely negotiated wage which is higher tha n 

that in the sector of indigenous enterprise. Nor can one 

attribute to exploitation any fal l in price wh ich results 

from the normal int erplay of supply and demand. N everthe l es s, 

even in the strict sense, exploitation has been a widespread 

) 

concomitant of imperialism . With regard to l abour , he points 

t o the discharge ticket system in Malaya, the head taxe s of 

15 J Africa, and the plantation gangs of Ango l a and the Congo. 

The ,~orst instances of exploitation occured where immigran t 

workers f or capitalist colonia l enterpris es \<Jer e recruited 

from the Orient by contractors of their O,.\Tli nationa lity 

" whose rapacity and cruelty fa r surpassed those of the white 

p l anters or European corporations who were the ultimate 

16 employers". A curren t example of imperialistic exploitation 

of labour is evidenced i n Portugese dominated Mozambique wher e 

the governr !~en t i ssues permits to allow' native workers to 

leave the country to work in Rhodesian mines. The \<Jorker s 

receive less than half their wages whilst in Rhodesia, the 

balance is paid to the Po rtuges e government in go ld whic h is 

then s old corrrne rcial l y at enormous profit, the workers being 

paid the balance of their '~7ages in local currency on their 

return home . 

With regard to commodities, Landes illustrates his 

15 .Ibid., p. 500. 

16 Landes , op.cit . p.502. 
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argument by reference to the notorious "Culture Syst em" of 

the Dutch East Indies whereby the peasants were for c e d to 

devote part of their l and to cash crops which had to be 

delivered to the governmen t at fixed prices, but comments 

that, since this system was difficult to 'police ' and the 

benefits accrued to the occupying authorities rather than to 

the imperialist power: 

economic imp er i a lism prefers direct occupation and 
cultivation of the s oil, wh eth e r by pl a ntation-s i zed estates 
or sn~ ll homes t eads; a nd if there is to be exploitation, 
it prefers exploitation of l a bor to forcib le appropriation 
of con~odities.1 7 

Hm",ever, it is not necessary forcibly to appropriate commodities 

if the same result can be obtained through the mechanism of 

18 internationa l trade . It has been suggested tha t Britain 's 

surplus profits . stemmed from the use of her 'industria l 

monopoly ' r a ther than from direct colonia l exploitation 

~ because her productivity diff erentia l enabled her to amas s 

h7eal th fr om 

\trade wh i ch 

{throUgh the 

trade. But Mande l holds that it wa s this very 

,,,,a s the mechanism of exploitation, operating 

single prices fixed in world commod ity market s. 19 

These prices often represented an exchange of unequal quantitie s 

17 

18 

19 

Ibid., p.50l 

Enge l's opinion supported by modern writers like Barra t 
BrmVrl , in After Imperialism. London: Hein emann, 1963. 

E. Handel, " After Imperialism?" New Left Review, No.25.l 7-25. 
1964.p.22. 
cf Sweezy says trade can affect distribution of va lue within 
either or both trading countries but canno t transfe r value 
from one to the other. Theory of Capi talist Development, 
p.291. 
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1
0f labour and ensured that backward countries remaine d 

producers of primary products and this permanently retarded 

/' their economic d evelopment. Galla gh e r and Robinson present --the case that trading policies were used as instruments of --British expansion throughout the nin e teenth century. For -
) example, the mercantilist t echniques of forma l empire were 

being employed to develop India at the same time as informal 

t e chniques of free trade were b eing used in Latin America 

20 fo r the same purpose. Macdonagh takes i ssue wit h the 

l atter premise, arguing that the t~t\lO foremos t proponents of 

free trade, Cobden a nd Bright, were staunch ant i -imperialis ts; 

the peak of acc~ptance of free t rade and the p eak of popularity 

of imperiali s m were not chronologically coincident ; neither 

were free t ra de and imperiali sm coincident in the enthusia sms 

f h f 1 f h Od 21 E 1 0 - t e power -u men 0- t e perlo • <ven s o, to say t~at 

free trade t reaties help ed to develop infol~a l empire is no t 

to say that they were instuments of exploitation; b enefits 

d b h Od 22 aCClue to ot S l e s. With regard to Imperial Preference , 

20 

21 

22 

J. Gal l agher and R~E . Robinson, "Imp e riali s m and Free Trade l1 , 
E . H.R. 2nd ser .,VI. No. 1. 1 - 15 (19 53 ). p.6. 

O. Macdonagh , lI The Anti -Imperialism of Free Trade l1 , E.H.R . 
11.14: 489-5 01. Apr.1962. p.500. 

J.1'1. Price, comm enting upon R.P . Thomas's study "A Quantative 
Approach to the Study o f the Effects of Britis h Imperia l 
Policy upon Colonial Welfare:Some Preliminary Findings l1 
J.E.H. 25 : 615-638. Dec.1965.(which finds no case for a 
claim of exploitation of the American colonies), indicates 
Thomas ' s omi ssion to ascribe any measurable value to the 
simple presence of the colonies in the wider free trade area 
of the British Empire. "Origins of Modern Economi c Life: 
Comparative Illustrations ", J.E.H. 25:655-659.Dec.1965.p.656. 
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we h ave already seen that this was more us eful to the colonies 

than to Br itain. If we accept Penrose's definition of exploi t -

ation from the point of view of the producing countri es rather 

than from the point of vi ew of optimum use of the world's 

r e source s: 

. .. for e ign interests use their superior political a n d economic 
power to prevent the exploited country from making the mos t 

• profitable use of its own resources .23 

then i n s o far as imperialism i mposed unfair tel~S of trade 

upon col onia l tra ding partners, then it may be accepted that 

th ere wa s s ome exploitation. 

Exp loit a tion ,,,,as no t an implicit inc entiv e to e conomic 

i mperia l ism b e ca u s e it ,"va s not a l ways the most r emun erative 

arrangement . The re are n umerous exampl e s of ab s t ention f rom 

dominion on the grounds tha t it would not payor 'V\las unne c essary. 

For example , the dir e ctors of the British Ea st India Compa ny 

regard e d territoria l ambitions as a bottoml e ss pit d r a i ning 

bo th men a nd mo n ey . Mo reover , employ e rs p r ef e r red to 

r e c r uit l a bour f r om the open market becau s e a lavary a n d 

othe r more s ubtle f o r ms of bonda ge proved u nsati s factory i n 

t ha t t he qua lity and quantity o f s u c h l abour IAla s o ften 

. d 24 l na equa te . Land e s consider s that in t he long r un: 

Ex plo itat ion i s n o mo r e a rati onal motor of imp eriali s m in 
nonindustrial areas t han it is i n i ndus t ria l on e s; ... a nd 
whil e no t a ll merchants, manu fac turer s and planter s d ealing 
,vith or \\io r king in colonial .area s ,;Jer e prepared to recogn i se 
this , ~any did . 25 

23 

2S 

E . T. P enros e, "Pr o f it Sharing Be t ,veen P r o duc ing Countri e s 
and Oil Compa ni e s in the Hiddle East", E.J .6 9: 23 8 - 254. 
June 1955. p. 248 . 

Lande s , op.cit. p. 50l. 

Ib i d. pp . 50 4 / 5. 
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Where Landes holds that exploitation, although 

irrational, was nevertheless widespread in colonial countri e s, 

especially wi th regard to labour, Blaug maintains that the 

Leninist concept of foreign capital ruthl ess ly exploiting 

native l abour is a myth, and says there is no evidence to 

suppor t the sugges tion that the high standard of living of 

worker s in the advanced countries is due to the ' exploitation' 

I of the co lonial mas s es .26 Lenin's idea of a 'labour 

. ,27 1 . . 1 f · f · . ar~stocracy slar~ng ~n tle super pro - ~ts 0 ~mperial~sm 

is unc l ear and unsupported, since the margina l extra yiel d 

of foreign over domestic inves tment is insufficient t o 

account for the trebling of rea l ~.vage s over the last century. 

and there is no proof that the improved wages and general 

, work ing conditions in the advanced countries has b een 

accompanied by a complementary det eriora tion in the l iving 

standards of the co l onies; Kuczynsk i carri e d ou t a serie s 

of statistical studies designed to verify this l atter th eo ry, 

but abandoned the project after one inconclusive volume on 

h B . . h E · 28 A f 1· Phd t e r~t~s mp~re . ew years ear ~er, ares a 

un equivocally claimed that the secondary effects of imperialism 

upon the mother-country tend to create a 'Labor aristrocracy ' 

26 

27 

28 

M. Blaug , "Economic Imperialism Revisited l1
, p.342 / 3. 

The first Marxist to question the'labour aristocracy ' 
theory was Fritz Sternberg in his book Der I mperia l ismus, 
Berlin, 1926 . 

J. Kuc zynski, A Short . History of Labour Conditions under 
Capitalism , London : Freder ick Muller , 1942-7. 
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an d a rentier nation by the expa nsion of industria l towns 

a nd increase in ground rents r esultant from the d evelopment 

of industries whi c h f l ourished on cap ital export . He say s 

that the returns on capi tal inves t e d abroa d had a n even more 

pronounced effect i n s timul at ing the luxury trade s a t home. 29 

La t e r Marxis t writers t en d t o abandon the 'la bour aristocracy ' 

theory; for example, Barra t Brown presents a convincing array 

of evidence agains t the idea 30 a nd Mande l subs t antially shares 

his ' rev i sion i s m' on this point but with the reserva t ion that 

Lenin 'i\la s correct in stating tha t co lonial surplus profit 

inj ect e d into certain capita li s t countri es crea t e d big 

reserves which explain the genera l operation of ' bourgeo i s e 

demo cracy t • He affirms that : 

The t erm 'labour aristocracy ' is ... a correct description of 
those l ayers of the l abour movement which can eas ily find a 
sati sfyin g niche for themse l ves v,7ithin the framework of 
bourgeoise democracy , and thereby ' so l ve ' the soc ial question 
at l eas t for the ir Oh7Il fami li es ; hig h trade union o fficia ls; 
1'1P 's and mun icipal admini s tra t ors ; journa l ists , 'i\7riters , and 
l ectu rers ; and i n genera l a ll kinds of 'l abour statesmenb 
There is no doubt i n my mind that there exists a definite 
re lat ionship between surplus pro f its ( both co lonia l and 
monopo l istic ) , a nd the reformis t integrat ion of some of the 
l eading strata of the organised labour movement in to capitali s t 
society.3 l 

Mandel points out that Lenin drew extensivel y on Engels' 

f a mous introduction to the second edit ion of The Conditions - - -" - --

29 R. Pares , op.cit ., p.143. 

30 1'1. Barrat Bro'i..m , op.cit . 

31 Mandel, pp.cit. p .1 9 , Ma ndel' s italics . 
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()_~_ th~ _ \fJo_~~i_0g ___ ~.~?_s_~ ___ ~~ __ ~!1g1'§ _I!9 in which he wrote tha t 

\ conditions had improved only for t wo groups of t h e working 

\

ClaSS , ~hom he then repres ents as a n ' arbtocracy of labour ': 

the factory workers who en joy a l ega lly l imited work ing 

da y, an d the unionized work e rs . But Mande l goes on to say 

tha t i t is obvious tha t as a result of economic t ransfo r ma-:; 

tions which took place no t long af t er Enge l s wrote , the 

ma 'ority of the work ing class came to be inclu d ed in thes e 

two categori es , a t l eas t in mos t of the i ndus trial i sed 

imperialist countries . Mand e l conunent s tha t the difference 

in living standards between the best pai d and the l owe r pai d 

Vv'orkers inside a particular ca pit a l is t country has a l'\7ay s b een 

mu ch l es s p ronounced tha n the overall diffe~nce in income 

between ~JJ:. the 'do rkers of one country and .a ll t h e ,vorkers of 

,ano t her country , es pecially bet\veen '<lorke-.c s of the i mperia l is t 

countr i es and the work e rs of the co l onia l countriris . Never-

theles s, he denies tha t t he l abour ar i stocracy the ory ho lds 

even for the ,</orking c l ass of the i mperiali s t countr i e s as _a 

\\7ho~~ compar e d ,vit h the \\70rk er s of the co l onia l \\70r ld. 32 

ArlOther possible interpreta tion of the exploitation 

theme is that unemplo ymen t in the major cap i ta l is t countries 

,voul d have been llluch worse in the absence of i mperial ism . 

In the years 1870 -19 14 Grea t Britain i nves ted abroad about 

ha lf her domesti c savin gs , ,-lhos e int erests and dividends 

32 
Ibid , p p 19 / 20 
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amounted to one-t enth of her national income. Blaug queries 

whether the transfer of so much saving can be presume d to 

have reduced po t ential domes tic deflationary pressures and to 

have s tabili sed income. He cont ends that the savings which 

went overseas may not have existed a t al l without capita l 

l expor ts: foreign investment, by stimul ating exports , generates 

income and h ence saving jus t as much as domestic inves tment. 

Without fore i gn investment, British income would have gro~NIl 

1 1 b Id d . . 33 Al f more s ow y ut s o wou omes t~c sav~ng . s o a -ter 

1870, fore i gn investment became largely self-supporting -

it consisted mainly of reinvested undistributed profits on 

previous inves tment , inco r porating very little domesti c . 

s aving . Economic development in capitalist countries did 

n ot d e p end upon surpluses s eeking out l e ts in t he coloni e s . 

Ge r many and the Scandina vian countries achieved high l evels 

of p e r cap ita incon1e without the b enef it of co l onies and 

th e. U:1it e d St a tes , J a pa n, Russia , S\.veden, Canada , Austra lia, 

New Zealand and South Africa achieved high levels of growth 

over de cades wit h the ai d of substantial capita l i mports and 

th en ma intaine d hi g h in come l evels without significant expo r ts 

f . 1 34 o C'ap~ta . 

33 

34 

There is no subst a nce in the idea tha t the Brit is h 

Hans Neisser a grees tha t without the abundant and var i e d 
flo\v of ch eap f'rimary products engendered by Eu r opean 

investment, western r ea l - income capabiliti es \'lou ld no t have 
b een as high a s they \\7e re . " Economi c I mperiali sm 
Re consid e red" . p. 73. 

Bl a ug, op.cit. p.344 . 
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working class were exploited to sustain the capital outflow. 

Cairncross argues that capital exports strengthened the British 

economy a nd increased the living standards o f the work ing 

class by creating demand f or Britis h products and a t the same 

\time kept up the l evel of profits a t home, kept down the 

35 !/ l evel of unemployment and maintained wag e l evels. Neithe r 

can it b e assumed that the b enefit to the Briti s h economy V.7a s 

a t t h e expense of co l onia l workers . Chapters four and five 

have shown the importance to Britain of capita l expo r ts and 

markets , but also tha t neither were dependent upon imperia li sm . 

Besides , the b enefits of cap i ta l movements are no t a one-vJaY 

a ffai r. Nurkse describes I process of 

th em as tla means whereby a vigorou s 

economic grm,,;Tth came to be transmitt e d fI_'om the 

, centre to the outlying area s of the world. 36 
In fa r s o as 

savings were the l imiting factor t o capital formation in mos t 

Empire countries, then Britis h capita l undoubtedl y ma de a 
I 37 

substantia l contribution to economic growth. For example, 

Austra lia and Ne"J Zea l and and other count ries of recent 

settlement did not possess adequate cap ital reserves in the 

ea rly stages of their d evelopment. In some countries the 

absence of financia l institutions and incentive to accumulate 

and mobilise sav ings f or industry created a barrier to 

35 

36 

3 7 

A.K. Cairncross, Home and Foreign Investment,1870-1913, 
p.188. 

R. Nurkse, Patterns of Trade and Development, p.14. 

SoB. Saul, Studies in British Ov e rseas Trade, p.21l 
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38 e conomic d evelopment, and it was British capital which 

h e lp e d break down this barrier and set the me cha ni s m for 

growt h and domes tic saving in motion. Mor e ove r, most Empire 

c oun tries n eeded loa ns f r om ove r seas to cove r d ef icits i n the ir 

cu r r en t ac c ount and thes e l oans h elpe d to crea t e the c on ditions 

u n d e r \-lhi c h the repayments could b e mad e by rais ing i ncome s 

. h ' h b ' . 39 , w~ t ~n t e o rrow~ng coun t r~es. The provi s i on of funds 

in various I'Jays wa s not in tended to be a compl e te s olut i on to 

overseas devel opmen t pro bl ems. Its ro l e wa s t o ac t a s a s pur 

t o, not a s u bs titu te fo r, i n t erna l i nves t ment an d p r i vat e 

inves tment \vBS expect e d t o fo DO\,\1 from ot h er countries , fo r 

exampl e , t h e American and Canadian investments i n the Briti s h 

W I ' . 40 I' . . f . , Ch . I :I . . 1 cs t nQ~es . _t ~ s s~gn~ ~ cant tna t ~na , nu~a , t ro p ~ca 

Africa , and Central and South America ( excepting Argentine ), 

,-lhich were l it tle ' exploited ' by Bri t is h capi t a l remained 

undeve l oped . 41 Certainl y , capita l expor t s tended t o contri-

bute to t he genera l devel opmen t of overseas countries rather 

than t o inves t ment in stapl e indus t r i es ( before 191 4 ) which 

42 might compete '-lit h the mother-country and ,-lha t capital l-lent 

into the co l onial mining and extractive indus t ries did litt l e 

,/ 38 J. Knapp, " Capita l Export s and Gro",7th lt E .J . LXV I I. ( 195 7 ) 
pp 432f . 

39 Saul, op . cit . p .2 l 2 . 

40 Saul, " The Economi c Significa nce o f 'Constructive Imperia l ism' It 

p. 1 89. 

41 
Blaug , op . cit . p.344 . 

4 2 
Pares , op . ci t. p.1 42 . 
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to advance the genera l economic devel opment of the borrowing 

countri e s because the British colonial administration were 

not pre pare d to allow thes e ent erpri ses to be h eavily taxed. 43 

Apart from the impact of capital i mports, the l es s 

developed countries benefited from the economic p en et ration 

of western en t erpri ses which raised the incomes of the n a tive 

population dir ect ly emp loyed, provided tax re c e ipts fo r local 

government, constructed roads , ra ilways an d power stations 

and, no t l eas t, conveyed t echnica l skills and knowl edge. 4 4 

Even the mono poli es and trusts b ecame forces for internationa l 

cooperation. The larger t h ey b ecame , the more they reali sed 

the advantage of sharing resources and markets rather than 

fightin g over them. Oil is perhaps the b es t example of this -

even i n s o c l osed a colony as the Dutch Eas t Indies more than 

ha lf the investment i n extract ion and refining carne fro m 

B · · d .., 45 r~tUln an tranc~ . The impos ition of Europ ean civi li-

sation in bacb,\7ard countries also had some beneficia l resul t s 

in the promotion o f education ( witness the unifying effect 

I of the Eng l is h language i n India ), improvement of the living 
I, 

43 

44 

45 

Saul, Studies in British Ove!~eas Trade , pp.2l2 / 3. 
E.G. Charle, Jnr. describes the exclusive commercia l 
privileges of the Roya l Niger Company from 1 88 6 and of 
the British colonia l government after the cancel l ation 
of the company ' s charter in 1900, with respec t to the 
mining and shipment of tin and columbite ores i n Nigeria . 
"An Appraisa l of British Imperia l Policy with Respect to 
the Extraction of Minera l Resources i n Nigeria" . Nigerian 
Journal of Economics and Socia l Studies 6: 37-42.Mar. l.96 4. 

Blaug, op.cit. p.349. 

Landes, op.cit. p .504. 
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conditions i n some areas and the development of native 

d . d 46 commerce an ln ustry. For example, Blaug comments that, 

thanks to the British legacy , India and Egypt are the t wo back-

ward countries mos t like ly to achieve self- sustaining grovJt h 

in the near future. 4 7 With regard to Lagos, Hopkins says : 

The penetration of West Africa speeded the liberation of the 
subordinate el ements i n indigenous societies . It marked the 
decline of the pre-industrial quasi-f eudal rul ers, and the 
beginning of the rise of a new generation of petty capitalists , 
both producers and traders, ,.vho responded rapidly to the 
opportunities offered by the colonial powers. This socia l 
revolution was one of the most s ignificant as pects of 
imperialism in West Africa. 48 

However, the results were not always innocuous. In Indonesia 

l
for example, 

civil service 

entre preneurs 

the Dutch system of l ega l plurali s m a nd the dua l 

combin e d with discriminatory treatment of native 

49 did a l mos t irreparable damage . Too o f ten 

(

the indigenous culture "",7a s disrupted ,,vithout anything being 

put in its place wit h the result that the colonial countries 

50 were arrested in their development and oft en actual ly regressed. 

I
~t is true that the colonized countries t ended to be retarded 

ln their economi c development , but it is not cl ear that this 

46 L.L. Snyder, ( ed ) The Imperialist Reader, p.3. 

47 Blaug, op.cit. p.347. 

48 

49 

50 

A.G. Hopkins , "Economi c Imperialism in hTest Africa: Lagos, 
l880-92ll E.H.R. 2d.ser. Vo1.21. No.3. 580 -606. 1968. p.604. 
A.B. Aderibigbe confirms that the imposition of 'Pax 
Britannica ' over the l a nd of the warring Yorubas opened 
up a new vista of communa l possibilities. Both import s 
and exports increased in range and vo lume . llTrade and 
British Expansion in the Lagos Area in the Second Half 
of the Nineteenth Centuryll, Nigerian Journal of Economics 
and Socia l Studies,4: 188'~195. Jul. 1962. p.193. 

Blaug , Ope cit . p.348. 

Mandel, op.cit. p.18. 
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~ was due to imperialistic exploitation. It must be remembered 

\ [ that climatic (most of the colonies were in tropical zones 

\~ith a hi gh incidence of malnutrition), religious, politica l 
\ 

I nd cultural barriers c a n inhibit economic growth. Produc t -

ivity has i mproved l es s rapidly in primary production than i n 

t"anufacturin g i ndustries and this is reflected in the adverse 

terms of tra de which have for so l ong faced the primary 

\ rodUCing countri e s and r esulted in the polari zation of the 

rich industrial and poor rura l nations. Again, where capita l 

gravitates to the exploitation of natural resources, as in the 

Middle East, then a dual economy is created - a highly developed 

foreign sectbr and a discrete subsistence sector. The poverty 

f the local consumers and l ack of soc ial overhead facilities 

milita te agains t investment in domestic manufac ture. 51 In these 

)
CirC~TIstances, the i mperialist countries h ave been singularl y 

remiss in i mpl ement ing any kind of constructive planning to 

spread balanced growth through all sectors. 

Charges of exploitati on have been most frequently made 

with regard to India,52 and it '(vill be useful to examine the 

51 

S2 

Blaug, op.cit. p. 348 

This example is particularly poignan t to the ,,,,riter, who, 
some years ago , '(~ben travelling in Nort h America , '(\la s 
accosted by a complete stranger of Indian nationality 
,~ho had h eard h e r English accent and, to the accompaniment 
of a physically prodding forefinger, accused: rrYour country 
ruled mine for one hundre d an d fifty years rr

• The irony 
completely escaped him that, had this not been so, he 
woul d proba bl y not have been able , at l east in the Englis h 
language, to voice his emo ti ona l discomfiture. 
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chctrge that England systematically destroyed the industries 

of India and reduced her from a manufacturing to a raw 

53 ma terial producing country. Pare s traces the evolution 

) 
of the cha n g e ,,Jhich is undeniable, but he COTIUllents that it is 

1 . h' d l' b 54 Th E I d' ess certaln t at It was e l erate . eas t n la 

Company mainta i ned its command on the Indian cotton -weaving 

industry by almost f eudal means, it was int en s ely conserva-

tive in its op era tions but this very conservatism gave the 

I ndian weavers some sort of protection a nd wh en the private 

traders succeeded in obtaining the abolition of the East 

~RCiny ' s t rade mono poly in 1 813, the in'media te result 

\Va s a rus h o f English cotton good s to India, the c essation 

~ ~ India 's cotton texti le exports to Eng l and, an d a gradual 

j' inCr ease of her exports of raw materials, especia ll y raw 

l cotton . But it would be extravagant to claim tha t agri-

culture ,,.las subs t ,i tuted f or industry in India by the policy 

of the Engli s h government. India \-vas no t a n industrial 

/count r y to begin wi th, and only the fines t \'-leav i ng ,va s 

~es trOyed - the coarser kind survived. The fine weaving 

' industry was destroyed mainly by Engli s h competition in 

neutra l market s. Indian weavers did no t depend even 

principally upon the Engl ish market, but exported more to 

the United States , Portuga l a nd the Far Eas t and i t was the 

fa ilure of these markets about 1818 that di d s o much damag e. 

Britain could hardly be blamed f or undersel l ing 

53 

54 

No t ed i n Pares, --ill2 .cit. p.133. 
asperi t y by Hobsba" lfTl, Industry 

Pa r es , op.cit. pp 1 33-136. 

Confirmed with some 
and Empire , p.123 



in neutral markets. Nevertheless, England could be 

~or the heavy transit duti es impos e d in India before 1836, 

wh ich crippled the development of manufactures , and the 

J pro tective duties l evied in England against the importation 

of Indian si lks and cottons. With regard to the imports 

of raw co tton, in the early part of the c entury these were 

not s o much st i mul ated by England as diverted from other 

markets. During the American cotton famine of the eighties, 

production wa s stimulated l eaving India with a serious over-

production when American cotton \\Tas aga in ava ilable. But 

this was partly because Indian cotton vJas not a l ways suit-

able for the Lancashire machines, \\7hich is shOl;Jrl by sub-

stantial re-exports of Indian cotton at the height of the 

f amine. The on l y compensating factor was that the g lut of 

cotton probably helped the Bombay s pinners to develop their 

industry . 

Duties again c ame to the fore in the seventies, this 

time the duties ,.vhich the Indian government l ev i e d on cotton 

i mports as a means of raising revenue, although at the same 

t ime they ",7er e prot e ctive for the Indian industry '\Thich was 

beginning to develop on a large scale. However, the wi ll 

of La nca s hire pr evailed and the duties were abo li shed. Then 

aga in , in 1 894-5, the Brit ish government forced the Indian 

govenimen t to i mpose a countervailing excise duty on Indian 

y0rn to mitigate Lanca shire ' s aversion to the reimposition 



80 

of the cotton duties. It ca nnot be said that Lancashire 

deliberately used these tariffs to force India out of 

industry and into agriculture, but they did inhibit fair 

competition betwe en England and India. The case of India 

is, of course, exceptional b ecaus e the imper ialist country 

a nd the colony s hared a v ery similar export industry. 

There are other grounds for the charge of exploita-

tion of India - ,tJhat Pares chooses to call I the tribute of 

India I, wh ich i nclude d the very h eavy mi l itary charge s pa :td 

by India, the gains by priva te indivi duals from privileged 

though illicit trade and the very generous sa l ar i e s and 

55 pensions of servants of the Eas t India Company. It is 

no t su rpris ing tha t the Indian p eop l e s are convinced that 

their country 1~7as used by the imperialist pOlver for its OItJn 

gain a nd to the detrimen t of the economi c deve l opmen t of 

India . Dadabh~i Naoroji conceived of economi c drain from 

i Indi a a s a n externa l - cum-internal drain. I t Iva s a kind 

~ of built- in mechanism whi ch exto r t e d resources out of a 

low- l eve l colonia l economy and the surplus thus genera ted 

1 through a complicated proc es s 1\7as drained out of the economy 

I 
through a process o f externa l trade, the dynamics of which 

1\7a s suppl ied b y the uni l atera l transfer of fund s in a n 

equall y complicated kind o f ,\7ay . 56 Bipan Chandra point s 

55 Pares, op.cit. p.143. 

56 In his paper " Eng l and I s Debt to India " rea d before a meeting 
or the Eas t India Association, London , on 2 May, 1 867. 
Referenc e from B .N . Gangul i "Dadabhai Naoro ji and the 
Mechani s m o f Externa l Drain" Indian Economi c and Socia l 
History Review 2: 85-10 2 , Apr. 1 96 5. p.85. 
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out that the drain theory was not an isolated criterion 

but part of the assessment of Indian leaders, of the official 

policies towards industry, raihvays, foreign trade, foreign 

capital, currency and ex change, l and revenue, labour and 

taxation and expenditure. The l eaders all agreed that the 

British Administration in India wa s inimica l to the economic 

57 growth of the country. 

It is not necessary for exploitation to be deliberate 

policy - imperialism can hinder economic d eve lopment by 

defa ult. For example, in writing of Ghana today, Dalton 

says : 

The heritage of Gha na from the British is not one of bitter­
ness , exploitation and misery as such. It is a heritage of 
a certain sor t of economy, one which worked passably well 
according to the s t a ndards se t for it: the earning of 

\
su ffi ci ent revenue to run a government, to provide fo r order 

\

a nd p romote the exports n ecessary to pay for imports from 
the metropolis. In Ghana I s case, cocoa made this "Jo rk 

j
relativel y well from the l as t years of the nineteent h 
c entury.58 

i Dalton contends that British policy in Ghana wa s inadequa te 

and deficient, patronizing, undignified and half-hearted 

rat her than vigorously exploiting, but the enduring damag e 

comes from Ineo-colonia l ism l which he define s as Itthe 

persistence of old economic ties, patterns and results, 

the lingering effects of inherited economi c and dom e stic 

57 B. Chandra, "Indian Nationalists and the Drain,1880-l 905 " , 
Indian Economic an d Social History Review 2: 103-144. 
Apri l. 1965. p.131. 

~58 J.H. Dalton, "Colony and l'~etropo lis: some aspects of 
Bri t is h ru le in the Gold Coast and their implications 
f or a n understanding of Ghana today. " J .7!:y- 21: 
552-565. De c. 1961. p.555. " / 

/ 
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structu res ". 59 This is the unconscious, long-term exploita-

tion of imperialism. It has b een sa id that the imperia li sts 

fai l ed in the f ul fi l ment of their duti es to the colonial 

p eoples, to the Wes t, a nd to the worl d a s a who le. 60 

The question r ema ins - did i mperiali s m pay ? Landes 

concluded that mos t i n forma l i mpe r iali sm pai d b ecause the 

use of power was minimal and the out l ay of fun ds wa s based 

\ on ra t iona l grounds. Fo rma l imperia l ism rarely pai d fo r 

the opposite reasons. Ye t for some peopl e , imperia l ism 

a l ways pai d - energetic t rad ers, enterprising officia ls a nd 

manufac turers of chea p, co l ourful ~,.7are s. There ~vas n o need 

fo r a co h es ive busines s class or a n economi c sys t em - just 

a fe~~7 i nterested people ,'i110 could ' pul l strings ' . HOHever, 

he says tha t the colonial contributi on to the economy of the 

imperialist country - sh6uld no t be over-estima t e d, i t wa s 

grea t for sma ll countries l ike Bel gium and Ho lland, but l es s 

. t r B ' . 61 lmpor ant r or r ltaln. An.d t hen t h er e were the cost s -

the eno rmous unproductive costs . Some individuals in t he 

co l oni z i ng count ries ma de enormous p r ofits but f or t h e 

average citi zen the co l onies wer e a white elephant ; for them 

there \\la s just the burden of increa s ing taxa t ion to pay fo r 

the maintenance o f strong mi l itary and nava l forces and the 

1 f d ·· . 62 
~eavy costs 0 a mlnls trat l on. But wha t writ ers tend to 

59 

60 

61 

62 

Ibid. p.565 . 

A.H. Kha l e d, .... "The Colonial Probl em : Economi c and Politica l 
As p ects " , L'Egypte Contemporaine, 4 6 ( No .279 ) 1 -34 . 
J an., 1953. pp 16-25. 

Lmdes , op . ci t. p.505. 

Synder, op.cit. p.3. 
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ignore is that the biggest part of the cost was borne by the 

colonies - the opportunity cost - the neglect of opportunities 

for r eal d ev e lopment \vhich could enrich the whole population 

of the colony and indirectly benefit other countries and 
. 63 

their peoples, too. 

Ha ving examine d the origin a nd cont ent of the theory 

of e conomic i mp e rialism Ive must now turn to the spe cial 

fea ture s of the years 1870 - 1914 ,vhich made this p e riod 

a pparently unique - suffi c i ently s o, to giv e r ise to the 

theory. 

63 H. B. Dav i s, ITlmper i a l ism and La bo r : An Ana l ysis of 
Narxian Vie\.vs lT

, _Sc i en ce and So c iet y 26: 26 - 45. No .1. 
1962. p.43. 



CHAPTER 7 

1870-1914 WAS NOT UNIQUE 

Although the class i cal theory of Hobson and Lenin wa s 

wrong in envisaging a c~pita l is t syst em genera ting dom e stically 

indigestible surpluses, t h is doe s no t inva l idate the eoonomic 

mo t ive for Britain ' s remarkab l e expansion of 187 0 - 1914. The 

- economic mo tive was there throughou t the nineteenth century l 

combined wit h all the old motives for expansion - the theory 

nf economic imperia li sm errs simply in the emphasis placed 

\
.2 

, I !)on ~ t • What ma de the period af ter 1870 seem differ en t 

was tha t in the year s preceding , free trade h a d apparent ly 

ma de political contro l no longer a prerequisite for economi c 

(>xp l oitation of a n undeveloped area , but the evid enc e of 

~~~tinuity of po l icy and motive wit h ear l ier periods su ggests 

that there was nothing unique a bout the forty-five years 

before the First World \..Jar . 3 

Fieldhouse , in broadly surveying the f our centuries 

since the ear ly Po r tugese di scoveries, po i nts out that 

1 

2 

3 

E.J. Hobsba"\.\'m, Industry and Empire : an economi _c history of 
Gr ea t Brita in since 1 75 0. Se e Chapter 2 above . 1'10 s t "iNTi ters 
on the topic o f i mperiali sm acknowl edge some elemen t of 
pot entia l material ga in . 

Hob son and Lenin considered n on-econ omic factors subservi ent. 

M. Barra tt Bro,m merge s this period into his second classi­
fication, 1815-1914 . Afte r I mperiali sm. 

84 
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although the motives for European acquisition of colonies were 

very comp l ex, they can be divided into two main categories. 

First, there was the economic motive aimed at creating a 

lucrative trade for the metropolitan country, which was 

reflected in the trading base or factory secured by agreemen t 

with a local ruler, or territorial expansion s uch as occured 

into the sugar isl ands of the Caribbean, the s pice islands 

of the East, the fur-producing parts of North America and 

the s ilver mines of Peru. Second were political and mi litary 

rivalries epitomised in the struggl e s for America, India and 

s t rategic bases on the rout e s to the East . This dichotomy 

,07as compl icated in the ear ly nine teenth century by the 

additiona l new e l ement of humanitari anism. Evolution of 

imperia l practices from 1815 to 1870 seemed, at the end of 

the century , to have constituted a clear break wit h earlier 

methods . The American colonies ha d achieved independence 

towards the end of the eighteenth century a nd Britain had 

adopted a free t rade policy which made it appea r that the 

poss ess ion of co loni es no longer provided a ny economi c 

advantage . Moreover, the co lonies had ceased to play a n 

important part in dipl omacy . But the break ,vas short-term, 

corresponding wi th a temporary change in wor ld conditions . 

Hobson misinterpre ted the change in methods as a change i n 

the nature of i mperialism. 

There had b een, in fa ct, no break in the continu ity 

of i mperial development - the British acquisitions of 1840-187 1 
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are comparable wit h those of the ~ucceeding thirty years. 

The underlying motivations continu e d to be the acquis ition 

of trading bases, interna l expansion, rivalry with other major 

powers , the need for military security, for administrat ive 

efficiency or for the prot ection of indigenous p eo pl e s on 

the bo rders of existing colonies . 

For the bulk of the acquisitions after 1870, Hobson 

did not need a new theory in explanation, they were ma inly the 

extension of the same co l onial frontiers. In this respect, 

the late nine t eenth century expansion wa s mainly a continua-

tion of a process which had begun centur i es b efore. Hmvever, 

the ' T Contiguous Are a T theory does not account for all the 

new acqui s itions, a nd for the res t, Fieldhouse, whi l e no t 

d enying the co-existence of economic imper ialism,4 suggest s 

that the main motive h7a s political. The change after 187 0 

const ituted a reversa l of ear l y ninet eenth c entury po licy -

a throwback to eight eent h century at t itudes when politica l 

'd' k d 1 ' 5 conS1 erat10ns too prece ence over tle econom1 C. Fieldhouse 

dates the new political imperia lism wit h its emphasis on 

mil i tary strength, from 1 884-5, \vhen Germany took forma l 

control over parts of \,J'es t and South hTes t Africa and of New 

Guinea, although he acknowl edge s that the Timperiali sm of 

free trade ! ,va s not serious l y \'leakened until the mid l 880s. 6 

5 

6 

Described fu ll y by R. Pares, ltThe Economic Factors in the 
History of Empire . lt 

D.K. Fieldhouse , ltImperiali sm : An Historiographical Revision", 
pp 200-4. 

Ibid. p.204. 
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Thus in many respects there was no break in continuity after 

1870. Many acquisitions r esulted from the situation of 

existing possessions; the rapid expansion of commercia l and 

financia l influence - the true economic imperialism - did not 

change in character. The rea l break wa s the rapi d expansion 

of ' forma l' cont'r'ol over \.;7 ides pread areas of Africa and the 

East and this was a s pecifically political phenomenon - the 

outcome of European politi ca l rivalries. 7 
By 1900 the 

colonies were reco gni sed to be some thing of a ' white e l e phant' 

but, by then a l so, another new e l emen t had entered the picture 

- the ideological fervour of aggressive nationalism and to 

this had sucGumbed a ll ra ti ona l economi c considerations. 8 

The re can be no doubt tha t the element of nationalism loomed 

l arg e ; there \Vas a genera l 'clima te of imperialism' in this 

. d 9 perlO . 

7 

8 

9 

The view that politica l and mi li tary rivalri e s were signi­
ficant is s hare d by M. Blaug, " Economic Imperialism Revisited ft ; 
G.D.H. Cole, Introduction to Economic History, 17 50-1950, 
London: Hacmillan, 1952; W. H. B. Court, "The Communist 
Doctrines of Empire ft ; R.J. Hammond, "Economic I mperia lism: 
sideli ghts on a stereotype ftJ ~ E.H. 21: 582-598 Dec.196l; 
D.S. Lancles, ft Some Thoughts on the Nature of Economic 
I mperiali s mft; R. Pares, .op.cit., an d A.P. Thornton, 
Doctrin e s of Imperiali sm . New York : John Wiley. (1965). 

Nationalism as a driving force to\\7a rds imperialism after 1870 
is particularly stressed by G.D.H. Cole, op.cit. ; J . A. 
Schumpet er , ft The Sociolo gy of Imperial isms ft i n P.A. S\.;7eezy, e d . 
Imperialism and Social Cla sses; L . L. Snyder,ed., The Imperial­
ist Reader and, wit h refe rence to South Africa, N.G. Carson, 
"British Imperialism and the Coming of the Anglo -Boer Warft, 
South AfricmJournal of Economic s 30: 140-153. Jun.1962. 
and J.S. Marais, The Fa ll of Krug.e r's Republic,Oxford: 
Cl arendon Press, 196 1. 

N.G. Garson says that it wa s public opinion at home and abroad, 
mo bili sed towa r ds na tiona l power, pre stige and p rosper ity, 
\.;7hich l e d to the Anglo Boer \var - not the c olon ia l and 
diploma tic r ival ries of statesmen . Op.cit. 



The theory of discontinuity in nineteenth century 

history is regarded as fallacious also by Gallagher and 

Robinson who show the fundam ental continuity of British 

expansion throughout the century, whether by means of 

'infonnal empire ' or by acquiring dominion in the strict 

10 cons ti tutiona l sense . Again, they point to the sourc e 

88 

of the fallacy as the belief that mid-Victorian 'indifference ' 

a nd late - Vi ctorian ' enthusia s m' for empire ~tJ ere directly 

1 d h · d d l' . £: d b l' r 11 re ate to t e rlse an ec lne In Lree-tra e e lers. 

Lenin considered 1840-60 to be the years when free competition 

' tJas at its height and the libera tion of the colonies 1\7B. S mos t 

cons idered to be 'inevi t a ble and desirable' by British 

1 . " 12 po ltlcla ns. Pr o fess or Schuyler, on the other hand, 

considers the decade 1 86 1 - 1870 to be the zenit h of decolon i -

za tion sentiment Ivh en the l'1anches ter Schoo l 'itJa s at the height 

of its influence,,13 while Profess or Langer at t ri but e s the 

sudden resurg ence of i mperia l ism in the last quarter of the 

nineteenth century to the f ailure of fre e tra de to maintain 

14 
export markets. HO~tJever, Gallagher and Ro binson maintain 

that t h i s creed ~ms ma de pl ausible only by concentration upon 

f o rma l empire and by di sregard of the expansion of informal 

in f luence. Even so, they argue that the forma l acquisitions 

of the d ecade 1 841 t o 1 851 wer e qua litative ly s ubstantia l 

10 

11 

12 

13 

1 4 

J. Gallagher and R. Robin son, "The Imperia l ism of Free Trade", 
pp 2-3. 

Ibid.p.2. 

V.I. Lenin, I mperialism, the Highes t Stage of Capitalism. V. P.71 

R.L. Schuyler, The Fall of the Old Colonial Sy st em: a study 
in British free trade 1770-1 8 70. O. U.P. New York,1945.p.45. 

W.I. Langer , The Diploma cy o f Imperia l i-;m, 1 89 0 - 1 902, 
New York (1 933): pp.7 5-6. 
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although quantatively l ess than in the period after 1870, 

and wh en the ext ension of informal in f luence is added, the 

earlier p e riod is seen to be no l ess imp erialistic than the 

l atter . They s how tha t the ' expansionis t' e ra after 187 0 

did no t introduce a ny significant nove lty - it was rea lly 

the successful exploita tion of the forma l a nd informa l emp ire : 

which wa s then corning to fruition i n India, in La tin 
America , in Canada and e l sewhere . The main work of imperialism 
in the s o- ca ll e d expan s ioni s t era was in the more int ens ive 
d evelopment of areas a l ready linke d wi th the world economy , 
rather than in t h e extensive annexations of the remaining 
margina l regions of Af rica. lS 

In other words, economi c b nperialism was active throughout 

the nineteent h century but sub j ect to pragmatic considerations 

about the f OlTI i t assumed . In mi d -century the form ,,,a s pre-

dominantly informal, tm-Jard s the end of the century , the 

reintroduction of overt forma l measures contributed to wha t 

appeared to be a ,~pectacul ar era of e x pansionism . 

Professor Landes supports the continuity theory , 

regarding the expansion of the nineteenth century as : 

•.• only the l as t pha se of a mil l enia l exp l osion that goe s 
back to that turning point of the Middl e Ages ... 16 

However, whilst ~egarding the economi c int erpreta tion as 

important and primary in the period under discussion, he 

puts fon-Jard a more genera l theory of imperialism \\7hich 

transcends all time and place . His is a psychologica l / 

IS Gallagher and R.E. Robins on, o p .ci t . p.lS. 

16 D.S. Landes , op.cit. p.S12. 
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biological opportunist exp l a nation which embraces all economi c 

motives. Landes sugges ts that imperialism stems from a n 

'inner logic of dominion ' which is inheren t in the nature of 

man a nd make s him take advantage of any opportunity to exercise 

his power. The enabling opportunity occurs in any situation 

where di spari ty of power exists. Disparity of power creates 

an unstable relations hip b ecau se the weaker party will never 

perma n ently accept his infe riority and c easelessly strives to 

overcome it while the stronger party mus t ceasel ess ly pt'otect 

its position by ever-,videning fortifications , limit e d only by 

17 the bal ance of power. This na tura l inner logic of dominion 

over- rides any acquired idea ls, ( for example, the nineteenth 

century ideals of freedom and self -determination), a nd is 

operative on two l evels. First, in the cont ext of a ny given 

area of imperialistic influence, individuals or agent s of 

. . l' 18 h dl f 1 lmpeyla lsm ' act on t e ir O\~m initiative regar ess 0 - t l.e 

vo licy of the imperia list nation. If the individual's action 

threatens the prestige or security of the dominant group then 

',f)rrective action is inevitabl e , either to restore the pr evious 

equi librium or eventua lly to procure a new , mor e secure, 

17 

18 

D. S. La ndes, op.cit. p.5l0. This i mper ialism of the 
turbulent frontier is described by J . S. Galbrai th, "The 

'Turbul ent Frontier ' as: a Factor in British Expans ion", 
Comparat ive Studies in Society a n d History II, 150-168. 
(1960). 

A.G. Hopkins' ' Unofficia l mind ', for example, the lo ca l 
merchants, local officials, Chambers of Commer ce, or the 
intellectua l a dvo cate s of a wider Britain. op.cit. p. 583 . 
P r o fess or R. Aron notes the sectional interests at work 
in each particula r co l onia l conques t. vJar a nd Industria l 
Soc iety, London: O.U . P. 1 958 . p.26 
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equi librium. Second, the inner l ogic of dominion operates 

in the context of international relationships of imperial 

pmvers. He re a n analagous situation prevails, each nation 

operates i n a n environment shared by other nations, and its 

actions are d e t e rmine d both by their move s a nd its own 

object ives. Ta ctical n e c e ssity b e come s the decisive factor, 

both in minor inc i d ents as in mid-century Egypt, Hh en Britain 

f ou nd h erself obliged to follow other Eur opean powe~s in 

extorting a dvantages f or h e r n a tionals - if only to ma i n t a in 

h e r p res ti g e in the a r ea, or in major incidents as in the 1 880s 

when, to t hwar t t he amb i t ions of o t h e r Eu ro pean pO\vers, Br itain 

a dopt e d a poli cy of pre- emptive ve to on the a cquisition of a ny 

o f t h e inl and a rea s o f t h e ,vo r ld. 19 Thus Land e s, lik e Ha rx, 

s e e s i mp erial ism a s inheren t and i rremed i able - but n ot in a 

sys t em - i mp e r ia li s m is i n herent in man h imself, awaiting only 

the o pportu n it y to exerc is e i t self. In t h e n ineteenth c entu ry, 

concomi tant wi th stron g economic mot ives, this oppo r tunity 

o ccured through t e chno lo g ical cha n ges that inc YiO!ased the 

20 
dispari t y o f po \Ver bet\\7een Europe and the res t of the \~7orld. 

19 

20 

That the motive s fo r i mperia li sm are c ompl ex, there 

D. S . La ndes , o p .ci t. p p 510 - 11. 

R.E . Robin s o n a nd J. Gallagher wi th A. Denny, in e xa min i n g 
the par t i t ion o f Af rica, present a ba l anc e of power anal ys is 

' modif i e d to tak e account of nat i ona list mo t i ve s in Af rica 
a s '~7ell a s d i pl oma tic mot ives which l\Ter e st r ong in Eu r ope. 
Af r ica and the Victoria n s. London : Hacmi lla n. 1961. 
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is no doubt and opinions differ with regard to the relative 

strengths of particular motivations for the last quarter of 

21 the nineteenth century. Schumpeter gives a sociological 

22 interpretation; Langer examined the diplomatic aspects of 

th bl Tl t 23 Semme124 and l( b 25 h . t· e pro em ; ~orn on, oe ner ave lnveS - l-

gated the intellectual foundations and popular appea l of ideas 

26 of imperialism; Sir John Seeley expounded on the idea of 

truste eship and Court 27 discerned psychological needs. Bl aug 28 

considers that the political and cultural as p ects have been 

neglected and points to the decoloni za tion after the Second 

World War as evidence that political considerations were more 

important than the economi c, "",hi le Thornton indicates the 

unchanging character of human nature and its drive f or power , 

29 "In imperialism ,,,,a s inves ted as much emotion as money", -

30 an opinion supported by HalTUl1ond , "",ho considers tha t 

21 

22 

23 

24 

25 

26 

27 
28 

29 

30 

J .A. Schumpeter, o p . ci t. 

W.L. Langer, op.cit. 

A.P. Thornton, The Im~eria l Idea and its Enemies: a study 
in British po\,ver:-LOn on : Hacmillan, 1959. 

B. Semmel, Imperial_~sm_ and Social Reform : English social­
. imperial thought l893=":L9I4 . Cambridge: Harvard U.P. (1 96IT). 

R.Koebner and H.D. Schmidt. The Story and Significance of 
I mperialism: A Political ~.Jord, 1840 1960. Cambridge U.P.(1964) 

J.R. Seeley, The Expansion of England. London : Cambridge, 
Macmillan , 1883. 

W.H.B. Court,op.cit . 

M. Blaug, " Economi c I mperia l ism Revisited". 

A.P. Thornton, Doctrines of Imperialism , p.7. 

R.J. Hammond, op.cit. 
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the thirst for pres tige and power, not profit, underlies the 

imperialist urge. Taylor discounts the economic motive in 

favour of power and missionary zeal: 

It is the hi gh -minded and ins pired, the missionaries not the 
capitali s~who cau se most of the trouble. Worst of all are 
the men of pO\,yer who are missionaries as ,,yell . 31 

On the othe r hand, there are those who consider the 
32 

economic motive to be predomina)l.t ·, and yet, it is only in 

s pecifi c instances tha t one can clearly judge the economic 

motive to be uppermos t, f or example, in the case of India 33 

Lagos 34 a nd p erha ps l es s convincingly, Egypt. 35 

To encompass this comp l ex ' motivationa l mix' a n 

inter- disciplinary exp l anation is needed, which presents 

difficulti e s b ecaus e the drives which initiate ob servable 

human behaviour are no t quantifiabl e, and the 'mix ' var i e s 

f or every imp eria l act. Obvious l y no singl e expla nation will 

s u ff ice. The cla~s ical t h eory of economi c imperiali s m was 

31 

32 

33 

34 

A. J.P. Taylo r, II Economic I mperialismll in En gl ishmen and 
Others. London . Hamish Hamilton, 1956. 

E. J . Hotsba"JID , op.ci t. L.L. Snyder, .op.cit.; J. Gallagher 
and R. Kobinson, op.cit.: L. Woolf, Empir e and Commerce i n 
Africa : London: Labour Research Dep t . , All en and Unlvin,192 0; 
N.G. Garson, op.cit; and A . H. Khaled, liThe Colonial Probl em; 
economi c and po l itica l as p ects ll. 

Detai l e d a nalysis in E. J . Hobsba\,Jffi, op.cit. and S. Ambirajan, 
IIHcCullouch on India ll , Hanchester School o f Economic s 33 : 
125 -140. Hay , 1 96 5. 

A.G. Ho pkins, op.cit. 

35 H.K. Issa f orcef ully represents the need fo r raw cot ton as 
the direct cause o f the occupation of Egypt in 1 88 2, 
a l though other writers give more weight t o strategic 
consideration s. liThe Economi c Factor Behin d the British 
Occupation of Egypt in 1882 11 L' Egypte Cont emporaine, 55, 
(No. 3l8): 43-5 7. Oct. 1964. 



94 

unnecessary. The economi c interpretation accounts f or only 

part of the facts and, as a ny monistic explanation, is 

inadequate. 

However, although the concept of economi c imperialism 

was not wholly justifiable for the pe riod 1870-1914, it still 

retains some validity in the context of the world today. 

This hy pothes is will be examined in the next chapt e r. 



CHAPTER 8 

ECONOMIC I MPERIALISM IN THE WORLD TODAY 

In view of the f oregoing , it is p ertinent to ask 

whether economic imperia l i sm is a usefu l concep t . We have 

s een that a n economic interpre t a tion of i mperia l ism is 

inadequate but it is useful to expla in an integra l part of 

the whole. One may argu e wi th Hagel that "The \tJhole is 

t he truth", but understanding a part increases our understand­

ing of the whole. 1 Marxis t theory does n ot fully explain 

the imperiali sm o f t he period afte r 1 8 70 to the Firs t World 

vJar, but \tJhere it is r e l evant it is va l i d. For example, 

t here is f orceful proof in the hi sto r y o f the nineteent h 

century fo r Lenin Ts thesis of the impact of finance on 

politics and ampl e evidence tha t l oans may be fata l to 

2 
bo~rowing p e o ple and states . Moreover , if Strachey is 

right and there is an economi c exploitation aspect in a l l 

empires, then we mus t understand the economi c exploitation 

1 

2 

cl f Fieldhouse Ts view that the imperia l ism of 1 8 70 to 1914 
cannot be explained in economic terms because it had b ecome 
irrational. 
D.K . Fieldhouse, " Imperialism : An Historiographica l Revision " , 
p. 209. 

W.H. B. Court, \..J.K. Hancock( e d ) , Survey o f British Common­
wealth Affairs , !!The Communist Doctrines of Empire!! , --p:L9 9. 

95 
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as p ect, an integra l part of Lenin 's concept, in order to 

d d · . l' 3 un erstan 1mper1a 1sm. On e must conclude with Hopkins 

that: 

lThe theories of Hobson and Lenin, inspite of their weaknesses , 
sti ll retain considerabl e va lue because they draw attention 
both to the globa l nature of imperialism and to the importance 
of economic factors. 4 

The concept of economic imperiali sm is no t only use­

fu l i n s o far as it has some validity for the specific er_a 

for ,vhich it h'as designed but also it can be extended to the 

changed world env i ronmen t of today. Barratt Brown affirms 

that Leni n' s theory was a lready correct in its applicat i on 

to Germany before the Firs t Worl d War , to mos t imperia l 

countries after the war an d that its genera l characterization 

I retains its overal l validity .5 
\ 

Baran and S,.veezy find confirm-

a tion of Lenin's ideas in : 

\

The Gr eat Depression of the 19 30's [whicl~ accorded admirabl y 
wit h Marxian theo~y and its occurrence , of course , great ly 
strengthened the belief that simi l ar catastrophic breakdm.Vll s 
were inevitable in the future. 6 

Keynesian economics ,.va s to be instrumental in largel y fore-

stall ing thes e breakdmVlls but in today 's ,.vorld of the large 

3 

5 

6 

J. Strachey, The End of Empir e. 

A.G. Hopkins, TT Economic I mperia lism in hTest Africa: Lagos, 
l 880-92 !! p.603. P .M. S,.veezy revised Lenin's definition of 
imperialism to a stage in the world economy. T0e Theory 
of Capitalist Deve l opment: Principles of Marxian Politica l 
Economy. 1942 . 

E. Mandel, TTAfter Imperialism?!! p.18 referring to M. Barratt­
Brmm 's After Imperia l ·ism. 

P;A. Baran a nd P.M. Sweezy, Monopoly Capitalism, p.3. 



corporation (Galbraith's 'planned' part of the economy ) , 

failure to match pe rformance in related parts of the economy 

may well be the sour ce of future breakdowns. 7 
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The Marxist the ory vJa S defined f or a capitalist system 

with imperialistic profits accruing to privat e enterprise, 

but it can be redefined to accord wi th a non-capitalist system. 

For example, s o defined, it d escr ibes the territorial 

acquisitons of Russ i a after the Second Wor ld War . 

Leninis t theorists say that the theory of economic 

imperia l ism s till appli es , es p ecially wi th regard to the 

United States today . Baran and Sweezy redefined bas ic 

Marxian theory to incl ude monopoly. They recognise compet i -

tion, ,.vhich was the predominant form of marke t re l ation in 

the nineteenth century, no l onger holds that position in the 

capi talist world where today t h e t ypical economic uni t is the 

large-scale enterpr ise producing a significant share of the 

output of a n indus t ry or even severa l industries and able to 

control its prices, the volume of its production and the t y pe s 

and amounts o f its investment s. This interna l pm.ver o f the 

large corporations gives them monopolistic attributes which 

:lre equated with the "interests groups !! of standard Marxian 

., 8 tlleory . Barqn and S\'Jeezy have constructed a model of the 

7 J.K. Ga lbraith, Economics and the Public Purpose, Boston : 
Houghton Mifflin , 1973. eh.XIII. 

8 P.A. Baran and P.M. Sweezy, op.ci t. p.6. 
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monopoly capitalist system - a model in which the major 

component parts are corporations of Hax Weber's "ideal type" 

and they draw attention to three characteristic features of 

these corporations. First, that contro l rests in the hands 

of management, that is, a board of directors plus the chief 

(xecutive officers. Outside interests MAY be represented 

an the board, but the rea l power li es Ivith the full-time 

anagers of the corporation. 9 Second, management is a 

self - perpetuating group. Third, each corporation aims ~t , 

and normally achieves financ ial independence through the 

internal generation of funds . The corporations may borrow 

from financial institutions but are not normally bound to do 

s o - in this they are different from the big businesses of 

10 the nineteenth century . The location of power inside rathe r 

than outside the typical giant corporation renders absolute 

t he conception of · the "interes t group" as a fundamenta l uni t 

of the s tructure of capitali s t s ociety.ll To this financia l 

autonomy, Galbraith adds operationa l autonomy. The mature 

9 

10 

11 

This accords with Galbraith's view of large scale corporations 
as oligopolistic enterprises controlled by atltechnostructure" 
- a complex o f specialists including scientists, engineers 
and technicians, sa l es adverti sing and marketing men, public 
relations experts , lobbyists and lavJYers as well a s managers 
and executives . J.K. Galbraith, op.cit. p.82. 

Galbrai th points out that if the corporations are driven to 
the market , their requirements are usua lly so large that a 
single institution is unlikely to be able to accommodate 
them, and thus they achi eve a position of monopsony in 
their externa l borrowing . J.K. Ga lbrai th, op.cit.p.103. 

P.A. Baran arid Sweezy, op.cit. pp 6-18. 
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I 
corporation resists all intervention externa l to the techno-

s truc ture .~ from o,vners an d creditors, from workers through 

. f d 12 un~ons, -rom consumers an government. , 

The compound effect of the technological progress and 

growing markets, caused by the increasing population and the 

increasing living standards in the United States has been 

to favour l arge organisations incorpo ra ted in that country. 

The essenc e of the American industrial structure is to be 

found in the giant corporation: Genera l Motors, Standard Oil, 

Prudential, American Telephone and Tel egra ph, Sears, Lytton 

Industries and other such huge firms. They are a ble to make 

use of the l abour force t6 the highest degree of speciali za tion 

that is possible '-Jith modern_ production and management techno-

logi e s. And they ha ve enough influence to control the force s 

that affect their business environment , their s upplies and 

t heir customers. ' J .K. Galbraith s tresses the autonomy of 

the firm which, according to his theory, is a natura l outgrowth 

of modern technology \\7hich require s long periods of plann ing 

and preparation because of its complexity, and ,,yhich needs, 

therefore, a business environment -where quantities supplied 

and demanded and prices are as predictable as possible over 

a span of years. Such security cannot be achieved in a 

free market: thus, the l arge firm makes every effort to control 

the market. It lilanage s its sources of supply by using its 

hlrgaining power as a very large purchaser , by signing long-

12 J .K. Galbraith, op.cit. p.93. 
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term contracts with its suppliers, and by be coming its o\m 

supplier through vertical integration. The firm can use 

the same tactics to assure its own steady demand if it sells 

to other firms. But if it sells to the cons ume r, the firm 

must seek to as sure its d emand by l es s direct, but not 

necessar ily l es s effective, means - such a s advertising, 

building bra nd lo yalt ies, making product d es i gn a ppea ling 

and controlling retail out l e ts. Wi th the supply of its 

materia ls and the demand f or its products \,,;Tell secured, the 

firm can shift into high gear, plan for years a h ead, and 

begin to use the compl ex technology to the ful l es t extent, 

a ll of vJhich \\Ti ll make it one of the most efficient producers 

in the v.,70rld. 13 The big corporat ions are not more profit 

oriented tha t t h e individua l entrepreneur but are better 

. d 1· f '- . ... 14 
equ~ppe to pursue a po ~cy 0- pro L~ t max~m~sat~on. 

Whil st seeking to' sho\v a n annua l improvement in their earnings, 

their main concern is growth - their aim is to become t he 

l arges t in their fie ld. 

Thus the ~utonomy an d ~ize of larg e corpora t ions 

allows them to contro l the environment in \~7hich they operate . 

Market pric e s n o longer obtain, important costs a nd prices 

are kept under control and, more i mportant, supplies a t 

13 

14 

15 

J.K. Galbraith, The New Industria l State, 2n d ed.Rev. 
Boston: HouGhton l'1ittlin, 19rr:-

James Earl ey , American Association for the Advancement 
o f Science , Papers and Proceed ings , 19 56.p. 2 7. 

J.K. Ga l braith , Economics and the Public Purpose, p . lOO 
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controll e d prices are assured. It also allows genera l cos t 

16 increas e s to be pass e d on to the con sumer or buyer . Monopo ly 

p r ofits accrue to the corporation, allo\ving higher r e"muneration 

to be paid to the t e chnostructure at the exp ense of the ~.yorker , 

the cons umer and the co -exist ent market economy. 17 This 

" domestic" explo ita tion, inheren t in the structure of modern 

l arge corporations , b ecomes imperialism wh en the opera tions 

of the corporation ext end b eyond nationa l boundaries a nd the 

l arge enterprise b ecome s a multina t iona l co-.cporation. 

Professor Dunning , in his study of the mult inationa l 

corporation
18 

notes that unti l fair ly recent ly, 

------- .. ----------------------------------- --------
16 

17 

18 

Ibid. p . 1 22 . 

I n his book, Americar:. __ ~a ito.:..l i _!? m ___ ._____ _ _______ _ 
va ilin~.?ower, Boston : Houghton ivJ:iff lin, 1952 . 
J .K . Galbrai th sugges ts tha t in a ll markets lJhere there is 
origina l power and n o exc es s deman d, the aULoma tic market 
system is replaced by " the se l f - regulatory me chanism based 
on counterva iling power " . p.196 . i'~onopo l y profits are 
tran sferred from the original l?0\\7er to the countervai l ing 
pOI\ler , ( the l atte r generated \'llt h govenl.ment assistance If 
necessary ) , and thence to the consumer . Tha t is, monopo l ­
istic power is n eutralised by countervai l ing pO\~7e r. For 
a crit ici sm o f tbis concep t see Tom Kemp, " Galbraith a 
Prophe t of nerican !Neo - Capitalism", Science and Society , 
29. 385-L>00. 1965. and also A. Sch~ve ' t z er, "A Critique of 
Countervai l ing Power", Socia l Re search , Vol .21. No. 3. 253-284 . 
1954 . Galbrait h does no t sugges t tha t countervai l ing pO\ver 
operates in the " planned economy" of today Ts l arge corpora­
tions . 

J .B. Dunning , "The t-iultinationa l Enterprise", Lloyd Ts Bank 
Rev ie\.v , July, 197 0 _, Professor Dunning def i nes a multi­
nationa l corporation simp l y as an enterprise \.vhich O"hm S 
or controls producing fa cilities in mor e tha n one country. 
He distinguishes such a n enterprise from one lvhich is 
o\\med or contro ll e d by economic agents of mor e than one 
nat i.ona l i ty. 



most international transactions had two things in common. 

First, each wa s general ly undertaken independently of the 
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other and by diff e rent economic agents . Se cond, most trans-

actions were betwe en unas sociated buyers and sel l ers and were 

concluded a t market or "arm 's l ength" prices. However, from 

about 1920 and particularly since 1950, a ne~ an~ sepaiately 

identifiable vehicle Of international e conomic activity has 

emerged: production by the rapid expansion of foreign direct 

in~tm@.Qt • The distinctive features of foreign direct invest-

ment are twofold. First, it embraces, usually under the 

cont ro l of a single institution , the transfer of separate, 

but compl ementary, factor inputs - notably equity capita l, 

knowledge and entrepreneurship - sometimes of goods as well. 

N01;vadays, direct investment account~ ~or seventy-five p~r 

cen~ of the private capital _o1}tflo'\vs of jJ}e~ing indust:ria l 

nations , compared ~ with l es s than ten per cent in 1914. The 

second unique qua l i ty of direc t i nvestment is that the resources 
~ 

'\.\7hich are t ransferred betlveen countries are not traded. They 

are simply moved from one part of the investing enterprise to 

h 1 • • • 1 d 19 anot er ; no mar,ze t t ransactlon lS lnvo_ve . 

From most standpoints, the distinction between foreign 

direct investment and the operations of the multinationa l 

company is not an easy one to draw, especia lly as the multi-

19 Ibid. pp 19 -2 0 
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n a tional ent erpr i ses do not gen e rally form a n identifia ble 

s t a tistical c 8 t egory - th e y certa inly do not in the United 

Kingdom. 20 Never the l es s, there are some obvious di fference s. 

Fi r st , di rect investment can b e ma de by econ omic agen t s 

ot h e r tha n enterpr i ses, a l t hough, i n prac t ice , t h e amounts 

are sma ll. Second, it cover s investment by a ll f i rms, 

i rres p e ctive of t h e ext ent t o which they are invo l ved i n 

fore i gn ac t ivities ( or i n the domes ti c market ). Thi r d, and 

mos t important - wh i l e the va l ue of direct investmen t includes 

only the capita l o f the foreign company ac t uall y o1A71ied by the 

inves ting enterprise , t h e economi c r ole of the mul tinational 

corporation is better expressed i n te n11S of a ll the resource s 

under its cont-r-o l, including those of l oca l origin. The 

increase i n the contribution of these concerns to \\!or l d 

industria l output is one of the mos t impressive economi c 

features of the l as t t wenty years . Though a bout thre e-

quarters o f this grow-t h has originated from American-and 

Britis h - owned and controlled enterprises, t h e greates t per -

centage incr ases have been recorded by Continenta l Europe 

and Japanes e firms , \\7hich seem almos t ce:ctainl y t o be 

increasing their share stil l furt her. I n 1968, the book 

value of tota l assets o"lv-ned by these firm s outside the 

countries in "lvhich they "(\Tere first incorporated , \Va s about 

ninety-four billion dollars , and their tota l [o-eign sa l e s 

( bot h e x ports and loca l output ) "I e re reckoned to exceed i n 

20 Tex t of a n address given by the Governor of the Bank o f 
Engl and at the University of Nottingham on 11th Apri l ,1973. 
Reprinted i n the Bank of Engl and Quarter l y Bulletin, Vol . 13 
No.2. June 1973. 



104 

va lue the gross nationa l product of a ny country except the 

United Stat e s and the USSR. Abou t f ifty-five p e r cent of 

thes e internationa l asse ts ~,\lere owned by Unit ed State s 

enterprises , twenty per cen t by Britis h firms and the res t 

largely by European and J a pa nese companies. About half of 

the Amer ican companie s \\lith world-~vid e sa l es of more than 

one billion dollars in 1 96 6 owned a t l east a quarter of their 

assets or d er i ved a t l eas t a quarter of their sa l e s from out­

side the Unit e d States . 21 

The foreign output of mult inatioria l corporations is 

currently expanding a t the rate of ten per cent per annum, 

twice the rate of growt h of world gross national produc t and 

forty per cent faster tha n worl d expor ts. }:loreover , since 

these concerns are concentrated in the technologically 

21 
III area of concern of financia l interes t is the abi lity of 
these companies to shift liqui d asset s around in times of 
crisis in such a wa y as to prot ec t their int erests . The 
Unit e d States Tariff Commission puts a figure of t\\lO 
hundred and sixty-eight bU.lion dollars on the liquid 
assets ( a t the end of 1971 ) of bodies participating in 
the internationa l money market s, of ~\7hich some seventy per 
cent He.ce held by United States multinational corporations 
and banks . Not al l these funds are free ly available for 
transfer - the assets of one body may be the liabilities 
of another ; and working capital has to be retained or made 
goo d from som e\.~7here . But two hundred an d sixty-eight 
billion do llars ,vas more than t\\7ice as large a s tota l 
Horl d reserves at that time ( one hundred and thirty-three 
billion do llars ) and the sudden redep l oyment of even one 
per cent of this tota l may b e sufficient to cause a notice­
abl e disturbance in the exchange marl ets . The recen t 
dollar cris es have led to renewed comment on the ro le of 
multinational enterprises i n these recurring surges of 
short-term capita l. Ibid. p.1 88 . 
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advanced and faster-growing industries, their share of wor ld 

output is a l mos t certain to rise in the future . Some observers 

predict tha t by the turn of the century the l a rges t t wo hundred 

or three hundred multinational businesses wi ll accoun t for more 

tha n half of the world ' s output. 

Another out s t a nding f eature of multinational co r pora-

tions concerns fina ncia l and i n dus tria l conc entration. I n 

1967, t wenty - one p e r cent of the pl a nt a nd e qu ipment exp endi­

t ur e by Unit e d St a t e s manu fac turin g Qnt erpr i se s wa s u n d e rta k en 

by their ov ersea s s ub s idiar i e s . But e i ght-f ive pe r c ent of 

t his \\7a s i n four main sectors: veh ic l e s, c h emi cals, mechani ca l 

Qn gineQring an d e l e ct r ical eng i neering. ~vhi1 e cert a in 

i ndus t r i e s t hrou ghout the '\\70rld - rubb e r t yres, oil, tobacco, 

pha rmaceut i cals an d mo tor vehi cl e s - are a l mos t compl e t e ly 

domi na t e d by mult ina tiona l f i rms , in o ther s - cotton t extil e s, 

iron and steel, a i rcraf t - they are l argely a b sent. 22 For 

mo r e tha n e i g h t year s n ow the on e hund red and nine ty l ead ing 

corpo rat ions in the Un i t e d Sta t e s with sub sidia r ie s in a t 

l eas t f i ve count rie s have accounted f or mor e tha n a thi r d 

o f the sales o f manufactured goods on their hom e market s, 

ha l f of huerican exports o f such goo ds and t h re e -quarter s of 

d i rect Allle .cican investment i n o ther count r i Qs. In Br i ta in, 

eight y per cen t o f oversea s investment is made by one hund red 

and sixt y-five l arge compan ies , in Wes t Germany s eventy p e r 

cent o f i nvestment in oth e r countr i e s is by eighty-t\ o com-

pani e s. Natura lly, these,are a l s o t he con cerns tha t have 

t h e mos t \,]e i ght i n si d e the ir O\,.JTl na tion s . Th e i ndus t rie s 

2 2 J . H. Dunning , op. cit. pp 1 9-2 0 
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that they control are u sually the mos t a dvanced, domina ting 

techno l ogical progress, and those which manufacture the ma jor 

consumer p roduc ts. The ,,70rd " con t r ol" i s u sed advisedly: 

accordi~g to a survey conduc t e d in Britain and F ranc e, three-

quarters of those empl oyed i n the subsidiar i es of Amer i can 

multina tiona l s work in sectors where the l ea ding competit o r s 

produc e eighty p er cent of output. The l arges t concerns can, 

the refore , eas ily step u p or slow dO'1\1I1 act ivity in thes e 

sectors , which are , in many cases , the prime movers in the 

2 3 
economy . 

~, Wit h regard to the g eographica l origin a nd di s tribution 

of interna tiona l dir e ct inves t ment, countries which inves t 

a broad fa l l into one or more of thre e typ e s. Firs t, there 

are those ,,7ho d o s o primar ily to exploit market potentialities. 

Faced with a limited hom e market , enterprises within these 

countri es seek to g r ow by divers i fying the ir territoria l 

interes ts . Swit zerl and and Hol l and are the c l assi c exampl e s 

here . Second , are countries h7hich invest mainly to secure 

ITlo Le rials for th e ir manufacturin g industries - a pm'Jerful 

inducement in lllany i ndus tria l nations today . In 1968, the 

Unit e d States obtained one third of her import s of raw 

mater ials from h e r foreign subsidiaries, mos tly Canada and 

the d eveloping countries . Thi r d, there are c ountri e s which 

inves t l argel y to exploi t a compara tive advantage which they 

23 J Gya pin , " Industry: There 's Cas h in Cri s es for the 
iv1ultinationals", Europa , _London Time s , June, 19 74 . 
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have , or have acquired, in the oV-.Tflers hip of cer t ain kinds of 

resource s a nd, h ence, in the production and / or marketing of 

certain t y p e s of products. This kind of capita l export is 

ma inly hori zonta l within secondary industry , a nd is o f t e n 

t wo -T:Jay i n character. Whi le mos t post-war Unit e d State s 

investr~:en t in Europe , for examp l e , ref l e cts her comparativ e 

advan t age in the innovation of research-int ensive product s, 

European investment in Amer i ca r ef l ects h e r re lative abundance 

of certain typ e s of l a bour, and her mor e heterogeneou s markets. 

Again , i t should be remembered tha t the foreign 

capita l ol~led by international companies is by n o means 

iden tical with the resources unde r their con t ro l. Since 196 7, 

for examp l e, the direct f lOltJ of capita l from Anlerica t o finance 

the grOlvt h of rnerican companies in Europe has s lo\ved dm,m, bu t 

the rate of expans ion of assets controlled by the United States 

aff iliated companies has bee n mainta ined , as a n increasing 

proportion of the resources have been recruit ed locally or from 

the Euro-do l lar market. Probably no t mor e than one-third of 

the gro'i'lth of American subsidiaries since 1967 has been 

finance d by nel\) capita l from the United States a nd reinvested 

profits . Many multinational firms apparent l y aim t o inves t 

the miniFlum amoun t of equity "in their foreign operations , and 

to use this capita l as a means o f obtaining mo st o f their 

funds lo cal ly. Obviously, this kind of " geograph ical" gearing 

of capital has importan t imp l ications for the balance of 

pa}ments of the hos t and investing countr i es . 

Wha t are the contributions of these businesses - or 
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the ir sub s idiar i e s - t o the econ omi e s of which the y are pa rt ? 

One can ca l cul a t e with a reasonabl e degree of a c cu ra cy, the 

contribu t ion of i n\'Ja r d and out,,,7a r d i nvestmen ts to s u c h magn i ­

tudes a s gross na t ional outpu t, cap i t a l forma t ion a nd the 

bal a nce o f payments . I t is thus poss ibl e t o c l ass ify 

countries , o r sect ors within countri e s , i n three \~7ay s. F i rs t, 

count r i es v.7h i c h a re substanti a l net co l oni zer s of mult ina t iona l 

activity, that i s, where the ext en t of the for e i gn opera t ions 

of domes ti c companies exceed, by a sub s t anti a l ma rgin , those 

of fore ign ent erpri ses within a country. Switzerl and and the 

Unit e d States come into this ca t egory. Second , countri e s 

whi c h are both colon i zGd and ar e co loni zers ; t hey are import a nt 

bot h a s capital i mporters and capita l exporters . Britain a n d 

Ho lland are the bes t exampl e s of l ong-standing two -way 

investors . Other European countries , f or exampl e , Sweden a n d 

Germany are mor e recent illustra tions. Third, countries 

\:;;hic h are coloni zed, on ba l anc e , by foreign -o\\nled compa ni e s . 

Thes e are of t wo kinds . Firs t, the high-income , but low­

popul a ted ,countr i e s - l ike Canada and Austra lia \.,7here, inspite 

of substantia l indigenous resources and highly-skilled l abour, 

sma ll markets make it difficult for c ertain industria l sectors 

to operate a t the sca l e necessary to exploit thei r fu l l 

pot ential or adequately t o finance research and development. 

Second, the l es s d eveloped countries, \"here investmen t i s 

in intermediate technology industries and in the exploitation 
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of resou rces. To this list, a fourt h group of countries 

may be added which , f or one reason or anoth e r, n e ithe r at tract 

i nves t men t nor inves t overseas themsel ves . These include 

some d evel oping count ries , mos t communis t countri e s and, 

unti l recent ly, Japan . 24 

Hit h r egard to the " net co loni zed"countries, for the 

a dvanced countri e s multinationa l corporations have b een a 

source of growth but for the small er economie s a nd the ba ck-

wa r d countr i es , the result has b een increased d epend ence upon 

the developed coun t ries. 

The spectacul a r rise of the multinationa l corpora tion 

can be l arge ly at tributed to post-1da r new technology \'lhich i s 

much more internationa l than the olcler t echnology and requires 

firm s l arg e enough to bbtain sufficient capita l to d evel o p 

it and take advantage of pre-empting the fie ld in othe~ 

countr i e s . The mul tina tiona l corporation in turn , requir e s 

markets and sources of supply [ or raw ma terials. Economic 

imp e rialism is t radit ional l y associa t e d with the need f or 

markets and the multinationals are greatly conc erned with 

overseas market s , but their effol-t s are almos t exc l usively 

concen t rated on markets in the other industria l ised countries . 

Part ly, this reflects the need for the internationa l stabi li-

zation of markets , but equal ly, or more important, economic 

devel opment and rising s t andards of living have ma de i mp e ria l 

24 J.H. Dunn ing , op.cit. pp 24-2 5. 



110 

concern for markets in poor countries l arge ly obsolete, 

since markets there are sti ll confined to a rather limit ed 

range of e l ementary consumers ' goods and producer equipment. 

At the same time , economic d eve l opment has increased the n eed 

25 
for raw ma teria ls. The und erdeve l oped countri e s are of 

more interes t to the multinational corporations as sources 

of crude petrol eum, iron ore, copper, bauxite , electric ity 

for e l ect r ochemical purposes, natural gas and fores t products 

than as markets fo r f ini shed goods . In spi te of increas e d 

efficiency in use, the quant iti es of raw material s used in 

the l as t fe,,;T decades vast ly exceed the tota l consumption i n 

a ll previous time . However , supplies have sholA7ll. a parallel 

tendency t o increase and the subs titution of synthetics ha s 

a l s o ea s e d the suppl y situation. Wit h the exception of oil, 

suppl i e s of raw materia l s tend t o be abundant and thi s is 

ref l ected in their prices , h7hich are further cheapened by 

the l ow l abour costs and weak bargaining position of the 

sypplying countries . Galbraith sugges ts that this defines 

the imperia l ism o f Third Worl d. As wit h the market system 

in the developed country , abundant supply, slight or n o 

control over prices , a l abour supply that l ends itself t o 

exploitation - al l mean adverse tenllS of trade . The resul t 

25 
- ------- ----------- -----

For the detailed account of the importance of raw materia ls 
f or modern capitali sm see Harry MQgdoff , The Age o f Imper­
ia l ism : the economics of U . S. foreign po licy. Ne,,;T ¥ork : 
M.R. P. 1 96 9 
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is t h e same t endency to income inequality b e t ween d eve l o p e d 

and underd eve l oped coun t ries as exi sts wit h i n the i ndus t ria l 

26 country betwe en the planning and market sys t ems . The 

multina tiona l s [tre i n the deve lop e d countries ; the under -

developed countr i e s continue to conform t o the market model. 

So t he transnationa l system accentuate s t h e inequality in 

developmen t b c t"lveen t h e present l y d eve l oped "I",orl d and the 

2 7 
res t. 

We shall e xamine t he effect of multinational corpor-

ations upon underdevelop e d countri es , but firs t we s h a l l examine 

the position of the United State s with regard to h er dema n d 

f or ext erna l sources of raw mater ials , her share of export s 

of manufactur ed goods and her ro le as l eading capita l export e r. 

Up until the 1920 t s, the United States \\1a s a net exporte r of 

minerals but the situa t ion reversed significantly during the 

wa r years and by 1961, fourteen per cent o f domes ti c con sump­

tion had to be i mported . 28 Even the d emand f or common 

minera ls great ly out grew domes tic production from the b eginning 

of the Second ~\Torl d \-Jar unt i l , by 196 6 , the United States \.'Ja s 

h eavi l y d e pend en t upon imported iron ore , copper , l ead, zinc , _ _ 
---

2 9 bauxite and petl-oleum . Ihth regard to strat egic materia ls, 

for more than ha lf of these items , eighty t o one hundred per 

26 J.K. Ga l braith, Economic s and the Public Purpose, pp.123-S. 

2 7 ~. p .1 7S. 

28 Net i mports c ompa red with consumption of minera ls. 
Appendix I, Table 12. 

29 Selected minera ls imports compared \\1ith consumption . 
Appendix I, Tab l e , 13 . 
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. 30 cent o f the supply in the Unit e d States dep ends on 1mports. -. 

Es timates of the shares of five industria l nations in 

world e xport t r a de in manufactures fo r the period fro m 1899 

31 
to 1967, a par t from showing Italy's " economic miracle" of 

the l as t t wo decad e s a nd J a pa n's increase in tra de, a l s o show 

t hat wh i le Britain's share declined from thirty-three p e r c ent 

to t we l ve p e r . cen t over the period 1 89 9 t o 1 967, the Unit e d 

States increased h e r share from a bout t we l ve per cen t to over 

twen ty per cent. 

Ho\veve r , export trade figures d o no t -.cevea l the fu ll 

s tory because , b eginning I'Jith the Firs t Horld War, and a t a 

fas ter ra te afte r th.e Second Worl d 'IIJar , p roduction fac ilit ie s 

wer e initia t e d abroad. A more revea l ing picture is obta in ed 

from an examinat ion of the rel a tive positions of the l eading 

rn pital expor t ers, i n 1914, 19 30 and 1960.
32 

At the earli e r 

dat e the United Ki.ngdom Iva s the outstanding fore i gn investor , 

d ccounting f or ha l f of the tota l externa l investment of the 

S2ven l eading countries. But whi l e t he Un it e d Kingdom share 

dec l ined by more than h a lf by 1 96 0, the Unit e d States had 

increased its foreign investments from six to sixty per cen t 

o f the 1\70rldLotal over the same p e riod. These data a pp ly 

t o both port fo l io and direc t investment • . Since direct 

ilivestment - the o,·mersh i p o f branches a nd subsidiaries - \\7a s 

30 

31 

32 

The i mport dep end ency o f strategi c materia ls i s sho,vn a t 
Append ix I . Tab l e 14 . 

Share of exports o f manufacture d goods . Appendix I Table 15. 

Appendix I. Ta b le 16 . 
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the mos t importa n t fa ctor in t h e expa nsion of Un ite d Sta t e s 

inves t men t, the Unit e d State s ' s hare wou ld b e even l arger i f 

d t 1 f d·· 1 33 a a were s 10\.vll -o r l rec t lnves t ment a on e . 

The pa tt e rn of Amer i can di rect inves t ment toda y i s the 

resu l t of t h e essent ia l d ifference between the presen t day 

en~ironment~ of international investment as compared wi t h the 

n i ne t eenth cen t u r y . Ca p i t a l and l abour Ivere mutua lly a tt racted 

i n t h e n i neteenth century but nOIV, in the t wentieth century , 

t o some extent capital movement ten& to substitute fo r l abour 

movement : United States capita l and "knolv- how" i s sen t t o 

combine Ivith chea p immobile l abour in backlvard countries . 34 

3 3 Marxis t Irriters suggest tha t one of the genera l reasons f or 
the expansion of foreign capital during the 1950 ' s and 1960 ' s , 
es pecially capital organised by the giant American inter­
national corporations , is the generation of mo re economi c 
surplus than can be absorbed a t home . See P. A. Baron and 
P ~M. S,;veezy, Monop.o~Yb Ca pita l , pp 104-8 . A more detailed 
analysis is provide y J . QTConn or , The :Heaning o f Economi c 
Imperialism: Radica l Educa tion Project, Ann Arbor , 1968 . 
pp 12-21. For a critique of the surplus capita l abstraction 
and suggestions for more significa nt ana l ys i s of current 
developments , see P .A. Baron and P.M. Slveezy !lNotes on the 
Theory o f Imperialism" in Probl ems o f Economi c Dfnamics and 
Planning . Essays in honour of Micha l Ka l eck i , OXLord,1966 . 
ReRrlnted~ in Monthl y Review , 15-31. Mar. 1 966 . 

Even in the management structures o f internationa l corpora­
tions , there is no attempt to internationalize management . 
There are t wo broad classes of manager s in the international 
company . One is the nationa l of the parent company , ,)ork­
ing either somewher e in the domestic operations, abroad, 
or at headquarters ; and second, an infer ior class of 
indigenous execut ives manning the foreign outpost . John 
Thackerary lINot So Hultinational After All " , p.2 3 . This 
article fOlwS part o f a symposium under the genera l ti tle 
liThe Multinationa l Co rpo ration: The Sp l endours and lvli sery 
of Bigness " . Reprinted in r·;onth1y Reviet.:.v, Vo l .XXI.No .5.0ct . 
1969 . 
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Since the domestic market is small in l ow-income areas , dir ec t 

business investment t ends to conc entrate on extractive 

industrie s - mines , plantations , oi l wel ls - producing raw 

ma teria l s f or expor t ma inly to advanced countri e s. Thi s 

" colonia l" t y pe of inve2itment played on ly a minor ro le in 

the nineteenth century when about three-quarters of British 

overseasinvestm~nt .went into public or public uti lity 

investments a nd the res t \ms in banking, insurance , 

manufacturing as wel l as raw materia l ext raction. 35 Nurkse ' s 

f " f A· " d " t" t t at the end of 1 07"2 36 19ures -or L-llnerlCan lre c - lnves -men - J 

show the differing investment pa tterns b e t ween investments 

in Canada a nd Europe a nd investments in a ll other count ries, 

'dh ich, Ivit h fe~v exceptions, are economically bacbvard. 

Only t \A? t':!nty- three per cent of tota l i nvestments in Canada 

and Europe, but sixty per cent of the tota l in other countries, 

wa s i n the extractive industries ; whi le sixty per cen t of 

tota l inves t men ts in Canada and Euro pe, but only twenty 

per cent of investments in other countries , v73 S in manu­

facturing an d trade . 37 

------------------------

35 R. Nurkse , "Interna t iona l Inves t ment Today In the 
Light of Nine t eenth Century Experience!!, pp 746- 7. 

36 Ibid. 753. Details a t Appendix I Table 17. 

37 T\\7enty-four per cent of United States overseas invest­
ment in manufac turing occurs in Latin Amer ica. This 
invesLment is ma inly i n light manufacturing industry , 
including the p r ocessing of na tive foo d ma terials. 
Manufactu ring ih the durable goods fie ld, such as 
automobiles , take s the Tonn of assembly plants. This 
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Pro fe s s or Nu r k s e considers tha t the chara cter of 

di rect i nves t ments by k neri can f irms ha s d rawba cks for the 

und erd eve l oped hos t country. Fi rs t, it t ends to c r eate n ot 

only a du al economy, but al s o a dua l so ci e ty i n which 

condi t ions fo r t he diffus ion of Western t echno l ogy may b e the 

reverse of favoura ble. Second, techni ques t mu s t be adapted 

to local conditions i f the benefits are t o be of wide and 

permanent use , ye t imported techn i ques are often too 

standardized fo r ada~tation. Third, enterprises which 

main l y produce~raw materia l s for expor t t end to promote 

unba l anced growt h and wi t h in-bui l t instability arising 

from dep end enc e on foreign demand for one or t wo stap l e 

products . ( There is n o assurance of a ny l ong- term deman d 

for certa i n minerals ). Fourth, the high level o f business 

high l eve l of busines s profits at home threaten continued 

3 7 

- - -------------------- ------

guarantees the export market of components and parts 
and a l so contributes t o stabi l ising the market fo r 
these United State s products . H .Magdoff , " Aspect s 
of U . S . Imperia l ism, Monthl y Review , No.2 7. 10 -4 3. 
Nov . 1966 . pp 28-9 . 
cf. In Ind ia there has been a ma j or growth of investmen t 
in manu factur ing enterpri ses , o f ten in partnership with 
loca l capital. I n India the ne\\I fo rms o f co l onia l 
investment are mos t advanced , but collaboration no t 
only blocks the developmen t of techno l ogy, but als o 
causes a net d ra in of resources from the country . 
1'1. Kidron I S detai.l e d study of changes \\7hich hav e 
taken pl a ce in foreign investments i n India studies 
the ne1,\1 pattern and contributes to an understanding 
of the New Imperia l ism . M. Kidron : foreign Investment 
in India. O.U.P. 1965 . Quoted in Hamza Alavi, !! Indian 
-Capitalism and Foreign Imperialism . Ne\\I Left Review 
No. 37. 7 7-85 . 1966 . p . 78 . 
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expansion of investment abroa d - but conditions may change . 

To remedy the damage to backward countries which present 

patterns of Amer i can direct investment are causing , Nurkse 

sugges ts t hat a reviva l of the publi c or public utility 

f . . d d 38 t ype 0- lnvestment lS nee e . 

A critical e l emen t of the market pattern I",hich helps 
to perpetuate the underdeveloped countries as dependable 
suppliers of raw ma terials is the financia l tribute to the 
foreign mvners who extract no t on l y na tur al resources, but 
handsome profits as well. 39 

Summa tions of data f or the years 19 50 - 1965 c l early s hol'" this 

process with regard to only one type of drain - the income 

from direc t investments transferred to the United States. 40 

A1I'1os t thre e tirI,es as muc h money I .. ,a s taken out a s was put in 

to the underdeveloped regions , a t the same time the va lue of 

asset s ovmed in thes e \egions mult iplied : in Latin America 

investments mvned by United States busines s during thi s 

period increased from four and a half to ten billion do llars ; 

in Asia and Africa , from one and one-third to more than four 

and a ha l f billion dollars . 41 

\Testern l<arxists continue to insis t upon the unreformed 

nature of contemporary imperialism and its inherent animos ity 

38 R. Nurkse , .op.cit . pp 752-4 . 

39 H. Nagdoff , ttAspects o f U.S. Imperialismtt, p.27 

40 Appendix I, Table 18. 

41 Loc. cit . 
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towards economic growth in backwa rd countries . 42 
The Fr ench 

have coined the t erm " Neo-Colonia li sm" to represen t the present 

phase of imp eria l ism , in which the forme r co l onies have ga i ned 

po l itica l independence but continu e to be subj ected to economic 

domination and exploitation by foreign companies. 43 Leninis t 

doctrines today ho ld tha t " the rea l nature of today ' s s o -ca ll e d 

' mixed economy ' in \tJes t ern Europe ... is i n rea l i ty a c l as s ica l 

form of monopo ly cap itali sm" and the assumpt ion that a manag-

eria l revo lution has e liminated Oi.vners of capita l from the 

contro l of the big oligopolistic trusts , .. 4 4 lS lnco rrect. 

There is amp l e evidenc e to suppor t thes e views . As one writer 

points out : 

Unit e d Sta tes, Europ ean and J apanes e internationa l corporations 
pres ently ovm or directly contro l bet,,,,een t",7enty and thirty 
per cent of the monetized resources in the underdeveloped 
countries ( including Canada ). Indir e ct contro l of loca l 
ca pital , 4 5 contro l of subcontractors and other suppli ers , 
' manag ement contracts ' ,vhich afford foreign capita l day-to-day 
contro l of joint v entures , and licensing agreements ,\7hich 
restric t the u s e of techn ology by prohibiting " fundamenta l 
investigation and research ' extend the sway of foreign 
capita l sti ll further , an d multiply the quantitative impac t 
of the internationa l corporations on the misut ili sat ion of 
resources . 46 

42 M. Blaug , " Economic I mperialism Revisited", p. 345, 
cOT!Lmenting on P .A. Baran's The Political Economy of 
GrOlvth, London : Calder , 1957 . 

43 E. Handel, " After I mperiali sm", p.lS. 

44 Ibid . 

45 As of 1964, ninety-five per cent of U.S . investments in 
Canada were raised from Canadian sources . As of 195 7, 
seventy-four per cen t of U.S. investments i n Brazi l were 
raised from Braz ilian sources . J.O'Connor , " Intenlationa l 
Corpo ra tions and Economic Underdevelopment", Science and 
Society , Vol.34. No. 1. 42-60. 1970. p.42 

46 Ibid . p.42. 
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Integrating more and more r esources into their own structure , 

the international corporations are ab l e to mobi lize, transform, 

and dispose of ca pita l on a regional, or even wor ld-wide scale 

- in effect, constituting themse l ves as extra-territoria l 

bodi e s . 47 Production goa ls a nd t echn i ques , investment 

policies , l abour re l a tions , prices , prof it allo cation, 

pur c ha s ing, distribution and nurketing polici e s are a ll decided 

from the standpoint of the profit goals of the int erna tiona l 

corporations, i rrespective of whether these goals are consis t-

e nt wi th l oca l economic development. Thus internationa l 

corpora tions can actually cause underdeve l opment, res trict 

technica l chang e and cause a heavy and increas i ng burden on 

4 8 the lo ca l ba l ance of payments . 

Although few studies are avai l ab l e concerning the i mpa ct 

of international corporations on underdeve l oped countr ies , 

'i,.1ha t evidence ,;,,,e do have sugges ts that : 

47 

48 

Ibid. p.46. 

Ibid. pp 46-5 3. 
c-,-- . R . Bai ley , "Internationa l Co rpo-.ca tions and Devel o ping 
Countri e s !!, ]\;a tiona l hTestminster Qua-.cterly Revie'i\7 , Aug. 
1 970, 'i,.1ho takes the vi e'i\7 that aid to the underdeve l oped 
countries is inadequate and t h ey require private direct 
investment on the sca l e of twenty t o thirty p er cen t of 
nationa l income and it does not matte r whether it is 
foreign ca pi ta 1 \\7hi ch develops t he private sector. 
Hul t inationa l corporations are goo d fo r development 
since they supply the missing internationa l linkages 
for the country ' s trading a nd financial system. 
Professor Bailey als o consider s tha t if the re is a 
chal l enge to underdevel oped countr i e s, it is not a n 
' /I,T'1erican Chall enge ' but a n 'Interna t iona l Chall enge !. 
Nevertheles s, he is a'i·.7are of the problem of polar i za tion 
within an underdeve l oped coun t ry and the need for balanced 
gym·Tt h. 



... the d evelopment of the large corporations a t home and 
abroad, and h ence the d evelopment of advanced capitalis t 
countries , caus e s the underd eve l opment of the economically 
ba cbvard countri e s a nd r eg ions. The relat i onship b e tween 
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t he d ev e l o p e d a nd underdev e lop e d pol e s in the world ca pitalist 
sys t em thus ha s n ot b een fundamentally cha n ged, even though 
many of the f orms of exploit a tion h a ve b e en altered. 49 

Even Ivh en colonia l l ands b ecome i n d e pend ent a nd indu s triali sed, 

f i nanci a l empi r e is l ike ly to endur e b e caus e it is the only 

k i nd of empi r e tha t rema ins a ppropria te. 50 Economic 

imper i a l ism is no t dead - financi a l i mpe r iali s m is a liv e t oday. 

The message f or the devel o p e d \\7or ld is cl ea r - the ga p b e t vJeen 

t h e d eve l oped and the und erdevel o p e d count rie s is wi deni n g, 

no t c l o s ing, and waiting for history t o run its course could 

l ead t o globa l dis a ster.
5 1 

._----- ----_._-._-----------------
49 

50 

5 1 

J. a 'Connor, op.ci t. pp 56-7. 

R . Pdres , li The Economic Factors in the History of Empire", 
p . 1I}4 . 

G. l'-iyrda l, AsL~2.~_ J2.!a 1]12 :_ An Enqul:~.cJ into the Pover~of 
Nations. J\'el\7 York : Pa ntheon 1968 ----
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Table 1 Appendix I 

THE MEASUR E OF I MPER I A LI S M 

Date of AI"" Population. Acquisi tion. Square ],Wcs . 

--
Eu .on-

Cypru. 1878 3,584 237,0 22 

NRICA-

Z "nzibar and P emba . I S88 } { 2 CY.>,OOO 

E:u t A fri ca P rotec tora te 1895 
1,000,000 

2,500,000 

Uganda P ro te ct o rat e 1894" 1896 14°,CCO 3,200,000 
SOIl1:d i C 03S t Protcctoftl: tc 188+- 1885 68 ,000 ( I ) 
Briti sh C en tral Afri ca Pro-

tc ctor:l tc 1889 11,' 17 688 ,0'}9 
Lagos to 1899 2 l, o...."'X> 3,ooo,o:)() 
G:Hll bia to 188 8 3,550 2 15,OCX> 
A sh?n tce 1896- 19° 1 7°,rxx:> 2,000,000 

{ 4 00 ,coo 25,cvo,ooo 
Nig er Coas t rl otcc lora tc 1885- 1898 to to 

5°°,C'OO 4°,C0C,COO 
ESypt 188 2 4:)() ,c<x> 9,734 ,4°5 
Egyptian Souda n ,gS , 95°,(Y'''o JO)COO,000 

G rigu~ l ;;n d Wel t IS71 - ISSo 15, 197 S 3. 373 
ZuJul?nd . 1879- 1897 10 ,5 2 1 2{0,000 
Briti,h Bechll ,n;;.h nd 188 5 5 1,404 7',7 36 
B ·: cht;anJlan u P rotr c l ofat c 18 91 27 5,<X>O 89,21 6 
Tr ... n!ook ci 1879- 1885 2·53 5 ' 53,582 
T Ci!1buland 188 5 4, I 55 1 80,1 3 0 

P ond oland 1894 :~J04° Ig8,:.oo 
G r i qlJ~ l.lnd E2 H 1879- , 88 5 7,5 11 I 52,6oij 
B:iti , h South .h.fric. Chu ter 1889 75 0 ,0....."'0 321 ,000 

Tr an~ raa l 1900 " 7,73 2 1,354,200 
O range RiH r Colony 1900 50 ,000 38 5,045 

A~ I"-
H ong K0ng (litt oral) 1898 37 6 "'l ,,84 
\\'ci -ha i-wci - :7° : IS,0 20 

SO( o t ra 1 ~ 8 6 1,,;S 2 1 C,0....-X> 

LI'Pcr Burm, , SS 7 gH73 2,046,93 3 
n a i llch i~t:l n 18 76- IS'9 J 3° ,("'-00 500,000 

S;kki m 1890 e,g , 8 3° ,c..::>O 
R Jjl'u to n . (SI310) } { J 28 ,0 2 2 12,1 ~6·)5 2 
Burma (State .) . sinc e I ~8 I 6l,66 1 7S 5,800 
Jammu and K2Enm ir . ~ O,C>OO 2,Q'.;,952 

\bhv Prol ec ted S tate! IS81 , ,895 . =4-,84 9 6 2C',000 

;\ ort h n o r l1tO Co. I S8 1 3 1 ,1 0 6 175, 0\....""'O 
. . orl.h flornC'o Pr ll t C'C l Of J lc . 1 ~8 8 - '-
Saf:lw :lk IR8 8 SC,C'OO 5 CX')o....'"'IO 

Briti~h N ew Cu inr J , S88 9°, )4" 35 0 ,000 

Fiji Island, ,S7+ 7,740 I ~O,12 4 

----- - - --

Reproduced from J . A. Hobson , I mperia li sm A St"L~ , p. 17 • 
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Table 2 ~endix 1 

COM}1ERCIAL VALUE OF I MPERIALI SM 

~nnua l Average s 

1 855 - 1 85 9 

1 8 60 - 1 864 

1 8 65 - 1 869 

1 8 70 - 1874 

1 8 75 - 1 8 79 I 
1 8 80 - 1 8 84 

I I 1 885-1889 

I 1 89 0 - 1 8 94 

I 189 5 - 189 9 

I 
1 900 - 1903 

PERCENTAGE OF TOTAL VALUE S 

Imports into 
Gr ea t Britain from 

---
Foreign Briti s h 

Countri es Po sses s i on s 

76. 5 2 3.5 

71. 2 28. 8 

76. 0 24. 0 

78 . 0 22 . 0 

77. 9 2 2. 1 

76.5 23.5 

77. 1 22.9 

77. 1 22.9 

78 .4 21.6 

77.3 20.7 

Ex ports 
Gr eat Bri 

Fore ign 

f r om 
tain to 

Count r i e s 
Britis h 

ossess i ons p, 

------

68.5 

66.6 

72.4 

74.4 

67 . 0 

65.5 

65. 0 

66.5 

66. 0 

63. 0 

I 

31. 5 

33.4 

2 7 .6 

25 . 6 

33 . 0 

34.5 

35. 0 

33.5 

3L!.0 

37.0 

This t a b l e ( Cd. 1 76 1 p. ~07) refer s to merchand i s e 
only, exc l uding bu l l ion . From th e export t r a d e, s h i ps 
and boat s ( n ot reco rd e d prio r t o 1 89 7 ) are e x c l uded. 
In e x po r ts Briti s h produ ce a l one i s i nc l uded. 

Re pr oduced from J . A. Hobson, I mp e r i a li sm a Study p.33 
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Table 3 APPENDIX 1 

Yea r 

----
188 4 
1 885 
1886 
1 8 87 
1888 
188 9 
1 89 0 
1 8 91 
1 89 2 
189 3 
189 4 
1 89 5 
189 6 
1 8 97 
189 8 
189 9 
1 900 
1 901 
1 902 
1 903 

NUMBER OF OUTVJARD BOUN D PASSENGERS OF BRITISH 

AND IRISH ORIGIN, FROM THE UNITED KINGDOM 

TO COUNTRIES OUT OF EUROPE 1 

Pas s en gers t o 

United British Aus tra lia Ca pe of Other 
States No r th a nd New Good Ho p e Place s Amer ica Zea l a nd an d Na tal 

c..-- -

155, 28 0 31,134 44,255 - 11,510 
137,687 19, 82 8 39, 395 - 10, 724 
1 5 2,710 2 4,7 L~5 43,076 3, 8 97 8,472 
201, 52 6 32 ,0 25 3 L~,1 8 3 4, 909 

1 

8, 844 
195, 98 6 34, 85 3 31,1 27 6, 46 6 11, 49 6 
16 8,771 28 , 26 9 28 , 29 4 13, 884 I 14,577 
1 5 2,413 22, 52 0 21,179 10,321 

I 
11,68 3 

1 56, 395 21,578 19,547 9,0 90 11, 897 
150, 03 9 23 , 25 4 15, 95 0 9, 89 1 I 10, 908 
1 48, 949 24,7 32 11, 203 13, 0 97 1 10 , 83 3 
104, 001 17, 459 10,917 13,177 I 10, 476 
1 26, 502 16,622 10,56 7 20, 2 34 1 11 , 25 6 

98,9 21 15, 26 7 10, 354 24, 5 94 
1

12 ,18 9 
85, 324 15,.571 12,061 21,109 12 ,39 5 
80, Lf 94 17, 640 10, 69 3 19,7 56 12,061 
92 , 48 2 16, 410 11, 467 14,432 1 11 ,57 1 

102, 797 1 8 , 443 14 , 92 2 20,815 11, 848 
104,195 15,757 15, 350 23, 143 13,270 
1 08, 49 8 26,293 14,345 43, 206 13,370 
1 23, 663 5 9,652 12,375 50, 206 14,054 

-

-

Total 

242,179 
20 7 ,644 
232, 900 
281, 48 7 
279, 928 
253,795 
218,116 
218, 507 
210,042 
20 8, 814 
156 , 0 30 
1 85,181 
161,925 
1 46, 46 0 
1 /+0, 644 
1 46, 362 
168, 82 5 
171,715 
205, 6 62 
25 9, 95 0 

1 Numbe r o f passengers f or the year s 1912 - 1934 are given 
i n t he Appendix , p. 374. 

Reproduced from J. A. Ho b s on, Imperia l ism : A Stud y , p. 44. 
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Ta ble 4 APP EN DIX 1 

EXPORT OF CAP ITAL (in £m. ), 1870 - 1913 

--

Yea r 

187 
187 
187 
187 
187 
187 
187 
1117 

° 
I 
2 
3 
4 

5 
6 

7 
1878 
1117 9 

° 
I 

2 

188 
188 
188 
1883 
1884 
1885 
1886 
188 
1888 
188g 

7 

I 
1890 
189 
18g2 
1893 
1894 
1895 
18g6 
1897 
18g8 
18gg 

19°° 
190 1 
1902 
190 3 
'9°4 
Ig05 
Ig06 
Ig0 7 
Ig08 
Igog 

Igl o 
19 11 
19 12 
19 1 3 ) 

T ot:ll I nte res t O ther 

. Shipping on foreign il1\-i siblcs 
(includ ing , . 

i n\"Cst1l1c nt c:1rnlngs 
ships) 

37"9 42-0 18'0 
40-9 4Yo 19'2 
,13 '9 48'0 23' 9 
19 6 5'2 "0 26 -8 

5°'7 55 -3 23'4 

46'4 5Y7 2 1'S 
47"5 52,8 20-0 

5°' 7 5,4 '0 2 1'1 
46,6 53 '7 23'2 
47'0 53 '8 22'1 

5 1'0 56-2 24'3 
55 8 57'4 28 -0 
57' 0 59' 8 30'2 
56'7 63 'S 30'4 
5 1-6 6Y 2 26 '4 

46'3 69' 1 23'6 
45 '2 73 '0 23'6 
46'3 77" 5 2Y 9 
53 -2 82'S 27 '9 
63 -7 86 '0 34,8 

60 '0 9 1'S 35 3 
58' 7 90'0 3°' 7 
5 1-0 9 1-0 27'6 
50'4 9 1'0 28'3 
50-8 88 '0 26-4 

48,6 90 '5 27' 9 
52-6 92'S 3 1,8 

54 6. 93 '0 32'4 
62- 0 98'S 3Y 9 
59 '3 99 '0 38'9 
68-7 99 -0 40 '7 
58'0 103-0 40'4 
58 6 105" 0 36'S 
62 -6 108'0 36 8 
61-6 108-5 36'4 
68 8 12 I '5 37'8 
78-'2 J30 '0 47 '1 
82 -5 140 '0 53 '3 
73" 5 146'0 45' 0 
75"8 153-5 4 1'2 

79" 7 166 -0 49 '4 
8g' I 17 1 ' 0 ' j6 '2 

11 0- 7 18 1'5 5 1'3 
105-0 Ig-1 -o (56 0) 
~- - - ~--~ -- -- ---

E 

----..-- ~~-

0; I Ibbnce of 
XCeSS of 

i\\:t expo rt 1 ct expor t 
uf bll ilion f p:l )' ll1en ts 

° , Illports ;md specie capi tal on Incornc 
account 

59'2 - 10-6 28' 1 38 '7 
47 '4 -1-4'3 53'4 57"7 
,tO '1 + 0 '7 76'4 7Y '7 
60 '3 - 4'7 63'4 68' 1 

72'4 - 7'5 49'S 57 '0 

92-3 - 5'7 25,6 31'3 
118-3 - 7 6 - Y5 2' 1 
142' 1 +2 ,6 - 13'7 - 16'3 
123'3 - Y 7 - Y5 0'2 
114'2 +4'4 13' 1 8 '7 

124, 8 +2,6 9' 3 6'7 
99 '9 +y6 46 9 41'3 

106'3 - 2,6 37' 1 39'7 
121'5 - 0, 8 27'3 28 '1 

~l4' 0 + 1,6 50,8 49 '2 

gg 'S -0'2 39'3 39'S 
80'9 +0,6 61 'S 60' 9 
81 '9 - 0'7 67 '1 67' 8 
8g -0 +0,6 7Y 2 74,6 

112-0 -2 "0 7° '5 72'S 

92 '4 - 8 '8 85" 6 94 '4 
127'1 - 1- 6 5°'7 52 '3 
13 2 "2 - 3'4 34' 0 37'4 
127-6 - 3 6 38'S 42 ' 1 
134'5 -10,8 2 0 -1 30 9 

130 '9 - 15"0 21'1 36 '1 
14-5'4 +6 '4 37'9 33'S 
156,8 +0,8 24'0 23 '2 
Ij6 'S - 6 -2 13 '7 19'9 
164'7 -g'8 22'7 32'S 

17/ -3 - 7'5 23-6 31 ' I 
183-3 - 6 -2 11 '9 18'1 
185-0 - Y3 9,8 lyl 
186'5 + 0" 2 21 'I 20-9 
184'4 + 0'7 22 '8 22 '1 

162 ,8 - 6 -2 59'1 65" 3 
155 '9 - 1-8 97 6 99'4 
137 '8 - 5-3 132' 7 138'0 
,+6-9 +6 -8 127-4 120-6 
161 ' 1 - 6-5 102 '9 109 '4 

152 -9 - 6' 7 135"5 142'2 

I 
128 -9 - 6'0 171'3 1/7 -3 
152'7 -4 6 186'2 190 ,8 

144 '9 - lI 'g 198-2 2 1O -I 
- --- --- - - ---~------,---

Reproduced from A. K. Cairncross, Home a nd Fo reign 
Investment 1870 - 1913. p.180 
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Table 5 APPENDIX 1 

BRITISH INVESTMENTS IN FOREIGN. COUNTRIES BETWEEN 18 71 and 1941 SIC] (£m. ) 

Peru 
, ~~ 
I Africa ' 
I 

\ 

Begin- I I ! ' ) ndia T- ---r South 
ni ng of i U .S.A. I Canada iAustralasia (including Argentine . Brazil A merica 

I 
yea r I ' i Ceylon) I (to ta!) 

Spain Russia 

1 ______ _ 1 

17 ' 5 (<I) I 
1 (j ' 25 (e) 

I - --, 
1871 I 200(') 73 1b) 153 1e) 5 1d ) I II(d) 501d) 15 1d ) 

I 18 75 I I 
I 1876 II 35 Ie) 43 If) (50) Ig) 

1
1880 133 1h ) I 

34(1) 
I 1831 (100) II) 180 Ik ) . 
: 1884 112 (I) 200(1) 260(1) 

y6(f) 1886 46 (() 46 .6 If) I llY5 1f) 

1883 2851h) -

1399 525 1m ) 
I goo 3891h) 200 In) 
I g02 205 (0) 

Igll 688(p) 373 1P ) 3801P) 3511P) 27011') 9~. lp ) 58711' ) 3811') Ig Ip) 32 ( p) 35 1 I I') 
1914 755('1) 5 15('1) 379 3 19('1) 1413('1) 722 ('1) 

I.) Hobso n, op. ci t. p . 132; sources quoted in Bullock, Willi,\ms :Inc! 
Tucker, 'The balance of trade of the United States', Harv. Rev. Ecoli . 
Statist., Preliminary vol. no. 3 . 

Ib) Coghlan, quoted by Roland Wilson, CallitalImports alld the Terms 
of Trade, p . 108. 

Ie) Based onJenks, op. cit. pp. 2Ig, 225 , 4 25; Hobson, op . cit. p . 136; 
In land Revenue figu res and R . L. Nash, loc o cit. 

(0) Government bonds only: based on issues in London as given in 
FenT! OT! the Funds, 12th cd . (I 87tr) ' (Sec also Ingall's ForeigT! Stoel: 
ManuaLs.) 

(e) The Economist, I April 1876. Market value in April. Face value 
£ 25 '5 ffi. 

(I) The F.conolllist, 23 January 188G. Market v;:liues . 1876 figures only 
approximate: . 

(.) Mulhall , English iT! South America (j) rivate capital only). 
(h) Wilson, op. cit . p. 44 .. 

(I) R . L . Nash , op. c it. p. I~ <) : Un iled St:ttcs Lli ls IlId)' ( tl\inillllln\ 
estimate). 

1<) Ibid . This estimate inclucles only [12 m. for Il l'itish holdings 01' 

rupee p:lpe r and excludes private cap it:tl and ul\g ll:tr:tntced r:Jil\\,.\Ys . 
II ) The EcorlOlllist, 9 Febru;1I'y Im]. l .. l :i g mc fOI' Jl\d i" incl ud es [:Jl) 1\\. 

of rupec p::lpcr and [Go m. [or banks, pial\t:ttiUIlS , etc . 
(,n) N . T . Bacon (YII/e R{viclV for I [\0c)) . Estima te is fo r I j:\I1l1:t ry 

18C)C) and inclll d es life-insllr:Jll cc premi llms . 
Inl Tornquis t and Co. (qlloted]. H . \Villi"ms, .· lr~,: "li""'j· iI:IO'lIllioll,i/ 

Tra rie, p . 150) . J . H . Willi:Jms (p. 1(3) puts f(H't:i ~, \ ii,,!)ilities (nc,ll'lv 
a ll to Britain) a t $~)2~'5 m . for I Janu:!ry Inl)'.!, i.c. IlI:arty L'.! ,", II\. 

85°/, Oflilis was borrowed :lft"r IUlio all d 7 0~<1 "f!cl' ,Btl;, . 
lu i I:. Willi:tr11s-'!':tyl or (' public' invcsl lllclI lS 'JIIly) , quut eu by Villl'r, 

CatJlII!II'S fJII/rll/ct, p. I I U. 
II'I Sir George.: .'aish,]. R . Statist. Soc. 1 C) 1 I. 

Iq) Paish, S/at ;s; SII/JjJ/mu llt, February Igl + 

Reproduc ed f rom A.K. Cairncross, Home and Foreign Investment 18 70 - 1913 . p.185. 
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APPEN DIX 1 

DISTRIBUTION OF BRITI SH INVESTMENT IN 1913 
'iI, 

GRAND TOTAL £ 3,780m. 
£ 1,780m. Tot a l British Empire 

Of which 
Ca n a da and Newfoundl a n d 
Austra lia and Ne\,v Zea l arid ., 
Sout h Africa • 
India a n d Cey10n 

£ 5l5m. 
£ 4 l5m. 
£3 70m. 
£380m. 

Total Foreign • £2 ,OOOm. 

* 

Of \'vhich 
United State s 
La tin Arnerica 
Of \,;Thich 

Argent i.na 
Br a z i l 

Europe 
Of Ivhich 

Russ ia 

£ 755m. 
£ 760m . 

£320m. 
£ 1 50m. 
£220m. 

£ llOm. 

SiE GeC2."!:":.~_~aisJ~ ' Exports of Ca pital and the Cos t of 
Living l , The Stat-is t ;, Supp l ement, F ebruary 14, 1914, and 
H. F ei s, Euro£ the h7or1d's Banker , Nevl Haven , 1930 , 
p .2 3. These- rigures do'- no t inc lude private inves t men t 
,'Jhich p resuma bly \-JQu ld bring the tota l nearer to I m1a h 's 
figure of £4,OOOm . 

Reproduced from : S . B. Saul, Studies in Britis h Oversea s 
( Liverpooi University Press , 1960 ) p.6 7. Trade L 1870-191 4 . 
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rra'GJ , ,:~ ~I A:)penc i::-: I 

PRINCIPAL EXPORTS, 1700 - 1830 (official values) 

rl'o tc~I , 
TI) t d l. Tot:c:l I ~ccnl L\Or-: -

T'e)(t:ile Cotton \"';;cK) l. i en., Steel l~errous 

L·q;m:-t ;, Worsted Manufa cture 1·1 etal s 

Y ':'.6 y: c: \ :jOO I~ [~1 000 % £ i 000 (/0 £ ~ COO /0 £, t 000 

1 7(;0 - ') 
1710- 19 
1720- 9 
- -/ '~ " (' L . . /\J - j 

' 1.7 L;0 - 9 
1 / 5U - ~; 
:i 7(;0 - \) 
li7(j - C) 
1780 - 9 
179U- 9 
1800 - <;; 
1:)::"0 - 19 
1820 - 9 

._----- _._---_. 
:.j):I~!() 
' ) 'J /. iJ 
. .J :,. ....I, . .. .. 

J ,~2L'r7 

:' .,72.7 
J,() 7 / 
4.~ 7 6.L. 

:J :; :J..':·O 
!r., gC,S 
.t, . (' ') 1 
";""")/_..!.... 
C ~ '( ::: 
j 'J I..J .1 . .J 

..., ~i r, r
4 

...... , 
1. / , l ,:, u 
25 J S!;.O 
37,178 

-') 
/-

70 
66 
6S 
r:< 
JU 
C{ 
-) ..., 

S3 
co; .-, 
_L 

48 
52 
67 
-; i: 
80 

" ') .L ...! 

8 
1 .-:. _v 

J.5 
11 
D f) 
'.'·0 

227 
2L;3 
756 

?,6:31 
9 (~ f"\ C 

, :J';,.J 
-, ,-. -. -i ? 
J. O ) / _ _ 

28 )800 

o 
o 
o 
o 
o 
i 
2 
3 
7 

}S 
39 
5 3 
62 

Figs , England and Wales to 1791) 
Grea t Britain,1791 - 1829 ) 

G'Loupings £c;r cat8 6o-.cies lis t ed : 

-:.' rlo:< 
J , ....... .J..I 
':: rJ "\ oj 
_"L_ L~ 

:3 ) J,1. 6 
j , 58J.. 
3).::~.53 

~., 23S 
Lr , Li·if 8 
3 0 991 
-- ~ ' . n 
.) ,) 1.0 

5 r,,, / 
,L.)-r 

CO; 00'1 _,7U,-_ 

5,617 
5 , 553 

70 
67 
64 
,,' , ") 

1I.) 

t::') 
.J J 

L}3 
~,L 

L!.J 
') c:: 
...! • .J 

30 
24 
-; ~ 

.1..0 

12 

\ ~ 

'-; "(\ 
..l.\....) ... ./ 

l "j . . ') 
-'- J -' 

129 
3/Jl 
L,2~­
j9L; 

677 
659 

1 ,..... -; c::: 
-'-:J .~ l..J 

1,323 
1,579 
2,042 

') 

2 
.) 

3 
5 
5 
G 
7 
6 
7 
5 
4 
4 

231 
279 
2L.9 
338 
!..~2 / 
L~.!.:,l 

532 
6 29 
731 

1,lGO 
1, 01l. 

954-
1,11 3 

cS.nnua1 2Ve'Lag·2s pe-.c decade . 

'Total 
Exports 

Britisli 
Products 

/0 £, 1 000 % 

5 
6 
5 
6 
7 
5 
6 
7 
7 
7 
Ij.. 
') 
...J 

2 

4 . [;05 
4:341 
4 , 937 
5,853 
6,556 
8 }7GO 

10 } OL:3 
9 , 287 

10,200 
1.7 ,52 0 
25,380 
35,050 
45,530 

lOG 
100 
100 
100 
100 
100 
lCO 
100 
100 
i ('\ , ...... 
l.V0 

100 
100 
100 

TGL:c3.l tc:xti1es : co'':'co:l.~ woo lien s 5 ,,]orsteds, liEen, silk 
Iro:,,~ ste 'el n·~2.r..uf2,ctures : iron and steel , ha·.ccI;Ju r e, cutlery, iIlac::-Cinery. 

Official values: See note to Table 14 

~ -,- • 'v'··"- ., ' 11 ,- ,-: D ~o~') , -' '279 8- 29~ 5" ...... Oll _ ce. l1.1.. L. C:le -'- " •. "_ (.~ eane, .L:1 0 _ , p}Jo - 1., ..5 - . 

Total 

Re - exports 

1,656 
2,150 
2,8 /.;.0 
3,200 
3 , 572 
3,504 
4,790 
5 , 136 
4,262 
9 , 350 

1 2 , 150 
1 1,680 

9,980 

r-' 
N 
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Table 8 .6EEendi x I 

EXPO RT S :C"ROYl THE UN r:ED ~UN ~~!2)H , 18 ~3 0 - 1 9 3 8 ( CURRENT P RI CE S ) 

Textiles I r on and 

(total) Cottons Steel 
etc 

Year £m % £m /0 £m 

1830 - 9 31. 7 72 20 . 9 43 5 . 0 
18<4·0 - 9 38 . 6 70 25 .0 L/·5 8 . 2 
1850 - 9 59 . 9 60 35 . 6 36 17. 9 
1860 - 9 98 . 5 62 57. 6 36 24 . 0 
18 70- 9 118 . 6 55 71. 5 33 34 . 9 
1880 - 9 114 . 1 <4·9 73 . 3 32 35 . 3 
1890 - 9 10L, . 3 44 67 . 2 28 32 . 5 
1900- 9 126 . 2 38 86 . 4 26 45 . 7 
1910 - 19 200.5 L,O 135 . 0 25 62 . 9 
19 20- 9 28 7.7 36 192 . 5 2L, 96 . 5 
19 30- 8 106 .0 2 L, 62.9 14 54. 1 

Annual averages per decade . 

Groupings for catego r ies l i s t ed: 

/0 

11 
15 
18 
15 
16 
15 
1L, 
1L, 
12 
12 
12 

Veh icles 
Ma ch inery Coal e tc. 

£m /0 £m %. £m 

0.3 1 0 . 3 1 
0 . 8 1 0 . 9 2 
2. ~. 2 2 . 3 2 
4. 6 3 4 .5 3 
7 . 7 4 8 . 8 4 

11.8 5 10 .5 5 
16.1 7 17 .5 7 1.1 
23 . 8 7 32 . 9 10 8 . 4 
27.0 5 50 . 0 10 9. 1 
58 . 1 7 65.2 8 29 . 4 
41 . 8 10 37 .7 9 22. 4 

/0 

0 

3 
2 
4 
5 

Text i les (total ) : co t ton , wooll ens, lln en, s i.1k, hats, haberdas hery , a ppar el et c. 

Total 

£m 

44 . 0 
55 .4 

100. 1 
159 .7 
218 .1 
230 . 3 
237 . 1 
333 . 3 
504. 6 
791 .4 
4 38 . 8 

I r on and Steel ; iron and steel , har dwa r e , cutl ery , n on- fer rous meta ls and manuf actures 
Vehicles etc.: v ehi cl es, aircraf t , new shi ps and boa t s. 

Source: Mi t chel l and Deane , 196 2 . pp . 303 - 6. 

r-' 
N 
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Table 9 Appendix I 

IMPORTS TO THE U3I'::ED KINGDOM, 1854- 1938 

Grain Meat, Textile Other Manufactured Total and Groceries dai ry raT.,AJ raw goods fl our produc e materials materials Imports 

Year £m /0 £m % £m % £m % £m % £m % £m 

185 5- 9 19 . 6 12 24 .7 15 5 .0 3 50.4 30 26 .3 16 2. 8 2 169 .5 
1860 - 9 31.9 12 33 . 9 13 12 .0 5 90 .7 35 32.1 12 5.0 2 260.9 
1870 - 9 52 .. 0 14 49 .L. 14 23.4 7 95 . 8 27 44.2 12 9 .9 3 360.6 
1880- 9 55 . 11L. L.L, .7 11 36 . 8 9 94 . 9 24 45.5 12 12.3 3 393.6 
1890 - 9 55.1 13 L,2 .1 10 51.7 12 89 . 8 21 52 .0 12 15.7 4 435.8 
1900 - 9 66 . 1 12 L.O .O 7 73 .2 13 107 .2 19 77.4 14 31.7 6 570.L, 
1910 - 19 105 . 6 11 70.3 8 116 . 9 12. 178 .7 19 149.8 16 52.1 6 937.5 
19 20 - 9 116 .2 9 101. 2 8 165 .7 13 210. 6 1 7 202.7 16 6 FJ. 3 5 125 9 .2 
1930-8 63.5 8 68. L. 8 116 .7 13 92.9 11 150.8 18 58.1 7 836.1 

Computed va l ues 185 4- 70, declared values 1871 - 1938 . 

Annual averages per decade. 

Groupings f or categories listed : 
Groc eries; coffee, sugar, tea, wine, tobacco. 
Meat/da iry pro duc e: includes anima l s 
Textile raw mater ial s: cotton , woo l , silk, yarn, flax, hemp, jute, dyewoods. 
Other r aw material s: oils etc, rubber, hides and skins, paper materials, petroleum. 
Manufactured products: iron and steel , machinery, non- ferrous metal products. 

Source: Mit chell and Deane, 1962, pp.299 - 301. 
r-' 
N 
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Tabl e 10 Appendix I 

BALAN CE OF PAYMENTS AND EXPORT OF CAPITAL IN THE UNITED KINGDOM, 179 6 - 1913 
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1 . All co lumns s ave fina l a re annual averag es. Final column (g) represents 
t otal in f inal year, in e a ch quinquennium . 

2 . 

3 . 

4 . 

All figu r e s in £m and in current prices. 

I ncome f r om services i nc l udes shi pping credits , insurance, banking, 
emigr ant fun d s,tour i s t s p endin g , pr o f its from f oreign trade, etc. 
Co l umn s ( d ) and (e) represent net figure s 

Bul lion tran sfers and s hip sa les not , includ ed. 

5 . Sou rc e 

Repro duc ed 

A. H. I ml a h , Economi c El ement s in t h e Pax Br itannica . 

f rom : P. Mathias, The Fi r st Indus t r ial NatiQn~ p .30s. 
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Table 11 Appendix I 

RELATIVE IMPO RTANCE OF MAillZETS FOR BRITISH EXPORTS fu~D 

SOURCES OF SUPPLY FOR BRITISH IMPORTS (IN £m) 

British exports Total British imports 
I 
I 

1870- 72 I 1890 - 92 1910 - 12 I 1870 - 72 1890 - 92 1910 - 12 
i 
I 

12. 6 11.4 I British India 8 .2 I 9.1 7.5 6.7 

Australasia 5.0 9.2 I 8 .9 I 4.5 7.1 8.2 

t Canada 3.7 ( 3.0 4.8 I 2.7 3.1 3.9 

Res t of Empire 7.1 8 . 8 9.8 5.6 5.2 6.2 

United States 15.2 11.7 6.5 16. 8 24.2 18 . 1 

Germany, Holland and 20.3 I 14 . 4 14.6 13.4 16.6 17 . 4 
Belgium ! 

I fran~ e 6 .9 I 6 . 5 5 . 3 11.0 10.4 7.3 

! Rus s la 3 . 0 I 2 . 2 2 • 9 6 . 9 4 . 9 5 • 8 

I Argentine and Br azil 4 . 1 ! 5.7 7.2 2.8 1.9 6 . 4 
I I I Other foreign countries 26.5 I 25 . 9 28.6 i 27.1 20.1 20 . 0 

1- I I I I 

All countries 100.0 \ 100.0 100.0 \ 100.0 100.0 100.0 

Reproduc ed f rom A.K . Cairn cross, Home and Foreign Investment 1870 - 1913 . p . 189. 

r--' 
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Table 12 Appendix I 

UNITED STATES 

hINERALS: NET IJ:v1PORTS COMPfu~ED WITH CON SlJl-'.1PT ION ,\­

Nlnua1 Averages in Ki11ions of 1954 Dollars 

Apparent Net Imports 
Net Domestic At Percent of 

Period Imports Export s Import s ,',-k Consumption Consumpt ion *,\-

1900- 1909 $ 323 $ 374 $ - 51 $ 3,313 - 1.5% 

1910- 191 9 534 694 - 160 5,135 - 3.1 

1920 - 1929 915 863 52 7,025 0.7 

1930 - 1939 792 71..,9 43 6,812 0.6 

1940 - 1 91..j·4 1,494 922 572 10,802 5.3 

1945 - 19!..~9 1,653 990 663 12,064 5.5 

1950 - 1959 3,103 1 ,026 2,077 16 ,17 0 12.8 

1961 3,647 1 ,145 2,502 17, 89 4 14.0 

* All mineral s except gold. 

** A Minus sign means that exports were lar ger than imports. 

Source: U.S . Bureau of t he Census. Working Paper No . 6 , "Raw Mat erials in the 
United States Economy: 1900- 1961" (Washington, D. C. 1963) 

Repro duc ed f rom H.Magdoff, "The Age of Imperialism: The Economics of U. S. Foreign 
Poli cy". Monthly Review , June, 196 9 . p. 47. I-' 

W 
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Ta ble 13 

Iron Ore 

Copper 

Lead 

Zinc 

Bauxite 

132 

App endix I 

UNI TED STATES 

SELECTED JvIINERALS: NET IMPORTS AS A PERCENT 

OF DOMEST IC MIN E. OR WELL PRODUCTION 

193 7-3 9 196 6 

Averag e 

( percentages ) ( percentages ) 

3 4 3 

- 13 1 8 

0 1 31 

7 lL~O 

1 13 63 8 

P e tro l eum -4 31 

Ne t Imports equa ls imports minus exports . 

Source : 1937-39 . Calcul ated from data in U.S. Bureau of 
the Census , Statistical Abstrac t of the United 
States : 1939 , vJashington , D. C. and ibid.1940. 
1966 . Ca l culat e d from data i n U.S. Department 

Note : 

of Interior , lvlinerals Yearbook , 1966 , ItJashington , 
D.C. 196 7. 

These data do not dea l with tota l consumption. 
The latter includes refining from scra p and use 
of inventories . This table only represent s 
the change in the dependency on i.mpor ts as 
compared with use of domest ic natura l resources. 

Reproduced from H.l' iagdoff , " The ge of Imperialism : 
The Economics of U. S. Foreign Policy", 
1'1onthly Revie,v, June 1969. p.48 . 
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Ta ble 14 Appendix I 

UNI TED STATES 
CLASS I FI CAT I ON OF STRATEGIC INDUSTRIAL MATER I ALS 

BY DEGREE OF DEPENDENCE ON IMPORTS 

Ratio of I mpo r ts 
Number of t o Ne\v su)ply 
Ma t er i a ls ( percen t 

38 80 -10 0 

6 60 - 79 

8 40 - 59 

3 20 - 39 

7 Less tha n 20 

62 

Source : Percy hi . Bid,\>lel l, Rm>l 1,'!ateriaJJL, t\'e\V York , 
Harper & Bros , 1958. p.12 

Reproduced from : H. l-"iagdoff , lIThe Age of Imperi.alism : 
The Economics of U. S. Foreign Policyll, 
Mont hly Review, June , 1969 . p.SO. 
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Table 15 App endix I 

SHARE OF EXPORTS OF ~~NUFACTURED GOODS 

Unit e d States 

Uni t e d Kingdom 

Germany 

France 

It a ly 

J apan 

Oth e r s 

Tota l 

1 89 9 

11. 7 

33.2 

22:4 

14.4 

3.6 
1. 5 

13 .2 

100. 0 

( in perc entages ) 

1913 

13 . 0 

30.2 

26. 6 
12.1 

3.3 
2.3 

1 2.5 

100 . 0 

192 9 

20.4 

22 .4 

20.5 

10.9 

3.7 
3.9 

18.2 

100. 0 

1 93 7 

19.2 

20.9 

21. 8 
5.8 

3.5 

6.9 
21.9 

195 0 1967 

26.6 20 .6 

24.6 11.9 

7 . 0* 19.7* 
9. 6 8.5 

3. 6 7 . 0 
3 .4 9.9 

25. 2 22 .4 

100 . 0 100 . 0 100 . 0 

* IIJes t Germany on l y. A comparab l e figure for l..Jes t Germany 
a lone , in 1937, is es tima t e d a t 16.S% 

Source : A.Maize ls, Industria l GrO\\ft h and Horld Trad e , 
Cambri dge , E:ng lanQ-~-r96 ' ;-=- except-" r or the 
1967 da ta ( Data for 189 9 an d 1913 exc lude the 
Netherlands. ) 196 7 data : Nationa l Institute , 
Economic Revie~", F ebruary , 1 968 . 

Reproduc e d from H.Magdoff , liThe Age of I mperia l ism : Th e 
Economics of U.S . Foreign Policy", Monthly 
Revie~" , June 1969, p.SS . 



Table 16 

Unit e d Kingdom 

France 

Ger many 

Nether l and s 

S,\7eden 

Unit ed State s 

Canada 

Tota l 

FOREIGN INVE STtvlENTS OF LEADING 

CAPITAL EXPORTING COUNTRIE S 

1914 1930 
Percent 

50.3 ~3.8 

22 .2 8 .1+ 

17.3 2.6 

3.1 5.5 

. 3 1.3 

6.3 35 .3 

. 5 3.1 

100 100 

135 

App endix I 

1960 
of Tota l 

24.5 

4 .7* 

1.1 

L~. 2 * 

. g * 

59. 1 

5.5 

100 

Source : Ca l cula ted from da ta i n Will iam Woodruff , I mpac t of 
"\,vestern Han , New Yo rk , 1966, p.150, except for che 
items wlth as terisk . 

* The data for 19 60 are very broad es timates , made 
solEly t o simpli fy the presentation on: re l ative 
chan~e of the U. S. pos ition . 

Reproduced fro;n H. 1'1agdoff , lIThe Age of Imperia l ism : 
The Economics of U.S. For e ign Policy", 
Nonth l y Revi e,.\l , June , 19 69, p. 56 . 
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Ta ble 17 App endix I 

AMERICAN DIRECT INVESTMENT 1 952 

PERCENT OF TOTAL 

Canada & W. Europ e 
All other 
Countries 

Extractive I ndus t r i e s 

Manufacturing & Tra de 

Pub l ic Utiliti e s 

l'1isce l la:12ous 

23 

60 

6 

11 

Source : Survey of Current Business , Dec8nber , 1952 . 
Quot e d i n R. Nurkse , "Inte·.cnationa l Investment 
To-Day in the Li ght of Nine t eenth Century 
Experience", E. J. Vo.64 . De c . 1954. p.753 . 

60 

20 

17 

3 



1 37 
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UN I TED STATE S 1 95 0 - 1 96 5 

OUTFLOhT OF INVESTMENT : INCOME TRANSFERRED TO U. S. 

Flow of direct inv~ s t­
ments from U.S . 

In come on this capi ta l 
transf err~d to U .S . 

Ne t 

Europe 

$ 8.1 

5.5 

( Billions of 
Dolla rs ) 

Latin 
Cana da Arneri ca 

$ 6.8 $ 3.8 

5. 9 11. 3 

+$ 2.6 + $ .9 - $ 7.5 

Al l other 
Areas 

$ 5.2 

14.3 

- $ 9. 1 

Source : Thes e are summation s of data presented for 1950 
to 1 96 0 i n U.S. D~partrn ent of Commerce , .Ba l an ce 
of Paymen ts Sta t is tical Suppl ement Revised Ed it ion , 
Was hington, D. C., 1 96 3. The da ta f or 1 961 to 
1965 ap pe ar in the revi ew articl es on f o re ign 
investment in var ious i ssues of the Survey of 
Current Business fro m 1962 t o 1 96 6. The firs t 
lin e in the t ex t table represents ne t capita l 
outf l oi\7s of direc t i nvestment from the Uni t e d 
States . The secon d line is the sum of div i dends , 
interes t, and b ranch p r ofits , after f oreign t axe s , 
produced by direct investffient s a broad . It does 
n ot include the eanlings of corporate subs idiar i e s 

( a s distinguished from branches ) i.vhich a re retain e d 
abroa d. 

Reproduced from : H. l'Jagdoff , "Economic Aspects o f U.S. 
I ·Dper i alism", PJoDL:[11y R~vie·h7 , No. 27. p.27 . 



138 

CHART I APPEN DIX I 

MILLI ONS OF . 

NET BALANCE S OF THE UNITED KING DOM 

ON BUSI NE SS SERVI CES BY QU INQUENNI AL 

AVERAGE S, 1816 - 1913 

POUIID S STE R LI N G 

180~--------~----------r----------1----------,-----~ 

IW~--------4---------~---------~--------~ 

140 ----------+---------~----------+--------~ 

120 ~--------~---------~---------~-----------+_~~~~~ 

1001-----------l----------+ --------p77'71 

60 ~--------~---------_+_r_ 

o 
181 6 -

1820 
1836 -

16 40 
18 56 -

!8 60 
18 76 -

188 0 
189 6 -

1900 

Reproduced from : A. H. Im1ah, Economi c El ements in t he 
Pax Brit annica . p . 55 
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CHART 2 APPENDIX I 

NET BAI,ANCES OF THE UNITED KINGDOl'1 
ON INTEREST AND DIVIDENDS AN D ON CURRENT ACCOUNT 

BY QUINQUENNIAL AVERAGES, 1816 - 1913 
( Shaded area s b e t ween bands represent deficits on tra de, busines s 
services, and other curr ent items covered by interes t a nd divid ends ) 

W.ILL IONS OF 
POUND S ST ER LIN G 

200~---------~---------t--------~----------t-----~ 

180~--------~----------t--------~--~------i-------tH 
I 
I 
I 

1 60~--------~---------+--------~1----------t------~ 

140 1·---------~·----------t_--------~---------~---~~_l 

BA L ANCE OF I NTERES~ 
AN D DIVIDENDS 

120~--------~---------+--------~ 

100 j------~!-----l----------.lh 
801-----1-____+_1 ----t-----,'-'\:5Y755-5-577Y/J: 

60~--------~---------+------~ 

0 

cALANCE ON 
CURREN T ACCOUN T 

181 6 - 1836 - 1656 - 1876- 1896- 1910-
1620 1640 1660 1560 1900 I "I ~ 

Reproduced from . A.H . I nl lah, Economic Elements in . 
Bri tannica . p.65 . - the Pax 
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CHART 3 APPENDIX I 

PATTERN OF INORLD SETTLEMENT S AND BRITISH TRADE BALANCE S, 1910 
Figures in £rn . p e r annum , represent ing balances of trade. 

Source : 

Arrows point t owards coun t ries in surplus. 

Conodo----« - 25 __ . __ Unitcd Kingdom 

I 

24 
50 

10 

U.s . A. ------7''1-------.:.." 

j' 
;=--__ -'-150.;>-__ _ 

Contin8n tol E~rope Au~traliQ. 

D ebit 

U .S.A. 
CO;l tinenta l Europe 
Canada 

.. Str:-! i1s S c1i l C'J))(On ts . 

Sout h .. \frica 
New Zc·"bnd 
ArgcIJt ina . 

Total 

50 
45 
25 
II 

8 
4 
2 

145 

Credit 

India 
Au stralia . 
] 2pan 
China (incl. lIollg K ong) 
Tu rkey 
UJugllay . 
British \Ycs t r\frica 

Tot~ l 

60 
13 
13 
13 
10 

6 
3 

I1S 

S.B. Saul, Stud i es in British Oversea s Trade. p.S8 
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