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Introduction

The Wealth of (Some) Nations builds on the analysis presented in my earlier
work examining the segmentation and stratification of the labour market in
the capitalist world system and its effects on the dynamics of the global class
structure. It explains the hierarchical division of labour internationally as
the product of imperialism and relates this to the present crisis of capitalism.
The book argues that for a century at least the Western left has largely
repudiated labour internationalism in favour of struggles to procure for itself
a larger share of value extracted from oppressed nations. The book aims to
establish a durable strategic orientation for the labour movement in the con-
temporary era as based on consistent anti-imperialism and opposition to the
sectional privileges enjoyed by metropolitan, settler and ‘native’ labour aris-
tocratic workers over their counterparts in and from oppressed nations. The
book develops a clear and detailed theoretical account of the mechanics
of value transfer from the global South to the global North, and presents
recent data providing empirical evidence to support its theoretical claims.
The book presents a taxonomy of the ‘labour aristocracy’ raising the
concept to new prominence by documenting in detail the ways in which
a bourgeois section of the working class is established in and through
imperialism. Hitherto, there has been a variety of theories of the ‘labour
aristocracy’.” Thus Chartist leader Ernest Jones (1819—1869) considered
that skilled artisans earning relatively high wages and organised in trades
unions constituted the core of the labour aristocracy, and postulated that
their activities had weakened the democratic movement by placing barriers
in the way of working class unity.* Jones’ contemporary, and Marx’s friend
and collaborator Friedrich Engels (1820-1895) had argued that the ‘labour
aristocracy’in England consisted of the entire national working class which
relied on colonialism and industrial monopoly for its livelihood.3 Later,
Russian Marxist and Bolshevik leader Vladimir Ilyich Lenin built upon
Engels insights to argue that imperialism was the underlying basis for the
social democratic reformism advanced by the mainstream of the working
class movement in the industrial countries. British Marxist historian Eric
Hobsbawm developed Lenin’s views by arguing that the influx of impe-
rialist superprofits and technological dynamism in the last quarter of the
nineteenth century had reshaped Europe’s occupational structures so as to
ensure that the labour aristocracy possessing skills in short supply, occupying
strategic positions in the economy, earning higher wages, and having con-
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siderable organisational strength was a much broader social layer than it had
been in the earlier colonial period.* English historian John Foster stressed
workplace authority and supervisory employment as the key determinant
of labour aristocratic status.> He emphasised the ‘bribery’ aspect of labour
aristocratic privilege which saw the elite stratum of the working class in the
United Kingdom as the more or less conscious creation of the establishment
in its attempt to defuse and divaricate workers’ struggles along a conserva-
tive path. British historian Robert Gray, meanwhile, has examined how the
labour aristocracy as distinct from the mass of the working class came to
define the political outlook of the labour movement in the Victorian era.®

Considering these views, and especially those of writers such as H. W.
Edwards, Arghiri Emmanuel, Samir Amin, Hosea Jaffe, Torkil Lauesen and
Henry Park, the present work defines the labour aristocracy as that section
of the international working class whose relatively high incomes, more
comfortable occupations and greater social security are dependent upon the
expropriation of value from the exploited nations. Even within the impe-
rialist countries, the lower wages, job opportunities, housing conditions,
health care provision and labour market precarity of the poorest sections
of the metropolitan working class cannot be properly understood without
acknowledgement of the legacy and ongoing reality of imperialism and
labour aristocratic privilege.

The book argues that capitalism is inherently a system of imperialist
international political economy. Imperialism is conceived as a historical
and ongoing transfer of wealth from the poorest to the richest countries in
the world economy through the mechanisms of colonial tribute, monopoly
rent and unequal exchange. Imperialism produces an international class
structure characterised by the unequal occupational division of labour and
the unequal remuneration of labour internationally such that mass embour-
geoisement may be observed in the leading imperialist countries. As such,
The Wealth of (Some) Nations examines a subject that is virtually taboo on the
left, namely, the connection between imperialism and the massive disparity
in living standards between workers in the First World and workers in the
Third World. It thereby fills a necessary gap in the established fields of
dependency theory, world systems theory and imperialism theory. While
these schools of thought tend to concentrate on the impoverishment of the
global South and the enrichment of the global North, they do not usually
examine how the attendant processes transfigure the class structure inter-
nationally. In particular, the extent to which ever larger transfers of value
from abroad produce processes of de-proletarianisation and embourgeoise-
ment in the major imperialist countries is largely unaccounted for in much
left analysis. Likewise, the problems that enduring imperialist relations pose
for socialist struggle internationally remain unclear. This work is intended
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to contribute to the labour movement’s understanding of international
solidarity, emphasising that this means much more than distinct subsections
of the global working class winning a larger share of the ‘national’ income.
Building on the anti-imperialist writings of a wide plethora of scholars and
political activists, both historical and contemporary, the book argues that
the ostensibly ‘socialist’ struggles waged by the metropolitan working class
extend its incorporation into imperialist institutions insofar as much of the
material wealth to be made available for redistribution is the product of the
exploitation of nations. Whereas even the most insightful critics of impe-
rialism tend to reduce the phenomenon to the capture of additional profits
by monopolies, the book argues that imperialism affords the mass ‘labour
aristocracy’ of the developed countries high wages, abundant leisure time
and white-collar employment at the expense of labour in the underdevel-
oped countries.

Part I of the book articulates in depth and with reference to the large
body of scholarly literature key concepts in the political economy of impe-
rialism, namely, value transfer, colonial tribute, monopoly rent and unequal
exchange. These are the key mechanisms by which imperialism operates,
ensuring the transfer of value from the global South to the global North.
Chapter 1 presents the theory of economic imperialism as the unrequited
transfer of value between countries, and examines the extent to which
international exploitation is the product of specifically capitalist impera-
tives in the modern era. Chapter 2 develops an analysis that emphasises
the centrality of colonial oppression and exploitation to historical capitalist
development, shifting the focus of anti-capitalist critique from the allegedly
‘revolutionary’ conflict between capital and labour in Europe and North
America to the liberation struggles of the colonial world, the ‘cutting edge’
of class conflict in the imperialist era. Chapter 3 explores the various ways
in which the development of monopoly capitalism as a global mode of
production facilitates value transfer from the exploited to the exploiting
nations. Chapter 4 describes the unequal exchange of embodied labour
whereby divergent sums of productive labour are exchanged in international
commodities trade, leading to a huge drain of value and capital from the
global South and affording a concomitant economic advantage to both cap-
italists and workers in the global North.

Part II of the work presents various empirical calculations and findings
on international value transfer, providing an evidence base in favour of the
existence of the labour aristocracy. I attempt to calculate the quantum of
value extracted from the global South by means of the mechanisms of value
transfer identified in earlier chapters of the book, and by providing current
data on the material position of the labour aristocracy itself. Chapter 5
attempts to refute several commonly raised objections against theories of
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economic imperialism, particularly those which are hegemonic on the met-
ropolitan left. Chapter 6 sets forth estimates of the value transferred from
the exploited countries to the imperialist countries in the world economy
by means of the mechanisms described above, and sub-varieties of the
same. Chapter 7 discusses the ways in which colonialism transferred the
wealth of America, Africa and Asia to Europe and to European-descended
colonial elites. Chapter 8 compares the foregoing estimates of transfer value
to the value of profits, wages and fixed capital in the global North. It also
compares transfer value to the costs of various social and economic goods
in the global South (including the costs of poverty reduction and the elim-
ination of hunger, as well as the value of savings and capital investment
therein). In describing how divergent rates of exploitation internationally
have profound consequences in terms of the wealth that workers in different
countries consume, I compare total contribution to global production to
share of total working class and middle class household consumption for
the world’s population, ranked in order of income deciles.

Part III of the book explores the concept of the ‘labour aristocracy’, or
what may be referred to as the ‘working bourgeoisie’. It presents a theoret-
ical discussion of the bases for labour aristocratic advantage. In particular,
this part of the work argues that the labour aristocracy is formed on the
basis of ‘settler-colonial’, metropolitan and ‘native’ ascendancy attendant to
the formation of imperialist economies. It focuses especially on the metro-
politan and native labour aristocracies as two sides of the political economy
of imperialist embourgeoisement. It concludes that the material benefits
associated with living in an imperialist country accrue to all but the poorest
and most oppressed sections of global North society. As such, it is not
simply capitalists of the North whose incomes derive in large measure from
imperialism but, to varying degrees, all citizens of the developed countries.
Chapter 9 presents a brief history of that strand of Marxist and socialist
thought which emphasises the ways in which imperialism and national
oppression create the conditions for a material and ideological split within
the international workforce. Chapter 10 defines the metropolitan labour
aristocracy as that section of the international working class whose relative
affluence is sustained by the unrequited transfer of value from the exploited
countries to the exploiting countries in the capitalist world system. Chapter
11 describes how native labour aristocracy status in the imperialist countries
is conferred by localised discrimination against non-nationals from the
exploited countries.

Part IV presents an overview of social-imperialist (or imperialist socialist)
political practice over the last century, demonstrating that anti-imperialism
has neither been properly prioritised by the metropolitan left in its political
practice nor has it been organically integrated into left understandings of
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class struggle. The part concludes with final comments on the importance
of the foregoing analysis for anti-imperialism, socialism and international
labour solidarity in today’s world. Chapter 12 details the tradition of social
imperialism in the half century before the First World War, a watershed
moment in labour history when the socialist parties in each of the major
belligerent powers gave in to their pre-existing national chauvinist and
racist tendencies in a catastrophic way. Chapter 13 examines the history of
social imperialism following the Great Class War of 1914~18. It finds that
virtually every major strand of socialist praxis in the imperialist countries
has for the past century tended to negate the international solidarity of
workers in favour of capitulation, collusion and compromise with a ruling
class sated with imperialist transfer value. Chapter 14 looks at the embour-
geoisement of Marxism itself suggesting that Western Marxism has been
tailored over the last century according to the interests of the labour aristoc-
racy in maintaining the imperialist world economy.

The Wealth of (Some) Nations concludes with a discussion of the prospects
for socialist advance at the present conjuncture, stressing the necessity
of anti-imperialism and the central significance of struggles against
US hegemony in particular. There is a seemingly limitless capacity for
Europeans and Euro-Americans to view their own societies as paragons
of every virtue and those of Africa, Asia and South America as prone to
every vice, whether the matter at hand is labour relations, gender relations,
‘race’ relations, art, music, culture, or what constitutes respectable political
practice. This capacity is only matched by the even more evident ability of
those in the global North to forget the source of the Third World’s impov-
erishment and the First World’s affluence, namely, over half a millennium
of imperialist despoliation. As such, the book explains how opposition to
capitalism must have an internationalist and anti-imperialist dimension and,
conversely, how effective anti-imperialism must be rooted in the struggles of
working people in the exploited countries. The book concludes that labour
internationalism will only become relevant to the vast majority of workers
in the developed countries when the so-called developing countries have
succeeded in abandoning imperialism and establishing genuine national
sovereignty on the basis of democracy and popular movement towards (and
beyond) socialism.






Part I
The Mechanics of Imperialism






1
Value Transfer

The traditional Marxist view that capitalism thrives upon the imposition
of repressive conditions on workers is correct, but historical capitalism (that
is, ‘actually existing capitalism’) has largely displaced these conditions away
from the core countries of the international capitalist economy and onto the
subject peoples of its colonial and neo-colonial ‘periphery’.” Capital accu-
mulation under conditions of global monopoly has supplemented incomes
in the global North, providing employees there with a share of ‘imperialist
rent’ (that is, ‘the above average or extra profits realised as a result of the
inequality between North and South in the global capitalist system’).? The
benefits brought by imperialist rent are, to put it politely, an ‘important factor’
in curbing the internationalism of the populations of the global North.3

Labour organisations in the global North tend to follow the foreign
orientation of their governments so that when the system of business inter-
nationalism is in the ascendant (from ‘Pax Britannica’ to the “‘Washington
Consensus’) they support ‘free trade’, whereas the relative erosion of
industrial and financial monopoly encourages protectionist business nation-
alism. In both cases, ‘free trade’ and protectionism are characterised by
imperialist relations with oppressed populations appropriate to the shifting
economic fortunes of the dominant capitalist concerns. Crucially, so-called
developing countries have been systematically prevented — ultimately by
means of aggressive war, coups d¥¢tat and internal subversion sponsored by
the imperialist countries — from protecting their industries in the way that
the developed countries have both in their transition to industrial capitalism
and in their latest monopolistic phase.*

The global hegemony of imperialist institutions (financial, monetary,
corporate, commercial, military and communications), especially those of
the United States, is at least tacitly accepted and often enthusiastically
championed by the working classes of the imperialist countries. The world’s
most militarist states, those of North America, the United Kingdom and
(to a somewhat lesser extent) Western Europe, have citizens who are his-
torically, culturally and sociologically conditioned to support imperialist war
as a matter of duty, obedience, patriotism and citizenship.5 This political
quiescence of the metropolitan working class is facilitated by the imperi-
alist transfer of value. The ‘parasitism [of] the whole country that lives by
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exploiting the labour of several overseas countries and colonies’ if enabled
to continue eventually (re)produces the phenomenon of mass embourgeoise-
ment therein.® This explains why there has neither been a revolutionary
mass movement nor widespread working class opposition to colonial-
ism or imperialism within an advanced capitalist country. Insofar as the
imperialist project proves itself successful, populations in the centres of
the capitalist world economy have consistently voted for parties and gov-
ernments engaged in war, intimidation and ramped up exploitation on an
ever expanding planetary scale. As the recipient of value transferred from
the underdeveloped countries, the dual class position of the metropolitan
working class is reflected in its fundamental acceptance of the imperialist
system and its ruling ideologies.

With a relatively low level of legal non-military struggle they [metropoli-
tan workers] can build big trade unions and negotiate welfare concessions.
In return they offer to seek nothing else. That is, they guarantee the
security of the state and the domestic stability needed to pursue military
policies overseas. The imperialist state is a dialectical unity of colonial
militarism and domestic collaboration which determines these specific
necessary class alliances, characteristic of contemporary world capitalism.’

In this chapter, we argue that to analyse the production and distribu-
tion of value and surplus value within each nation without looking beyond
its borders is to adopt a kind of ‘methodological nationalism’ that is both
scientifically and politically indefensible.® As US theorists of monopoly
capitalism Paul Baran and Paul Sweezy have written:

[Even] today there are many Marxists who seem to think of capitalism
as merely a collection of national capitalisms instead of seeing that the
international character of imperialism has always had a decisive effect on
the nature and functioning of the national units which compose it.?

In a subsequent part of the present work we will attempt to gauge metropol-
itan embourgeoisement, that is, the extent to which workers’ incomes in the
major imperialist countries reflect a petty-bourgeois or middle class social
position when understood at the appropriate international level. In this part
we describe three interrelated means by which the most affluent countries
exploit ‘peripheral’ countries within the imperialist world system, namely,
(1) colonial tribute; (2) monopoly rent; and (3) unequal exchange. Each
of these mechanisms of value transfer shapes the global class structure and
the social role of its various agents. In sum, by contrast with the views of
Austrian political economist Joseph Schumpeter who wrote that ‘capitalism



VALUE TRANSFER 1II

is by nature anti-imperialist’, and for whom imperialism is a fundamentally
irrational expression of a pre-modern will to power, we argue that impe-
rialism is theoretically and empirically inseparable from capitalism both
historically and currently.™

CAPITALISM, CRISIS AND
THE NECESSITY OF IMPERTALISM

For Marx and Engels, capitalism is a system inherently prone to both
cyclical and generalised crisis. Cyclical crises typically begin with falling
demand in the sector producing means of production (what Marx referred
to as Department I)."”" During the boom period of a business cycle, both
the production of means of production (plant and machinery, expanded
transportation, research and development and so forth) and the production
of consumer goods grow in tandem. At a certain point, however, business
expansion reaches the limits of the current market and investment in
new production facilities drops off, leading inevitably to lower levels of
employment, lower levels of income and, hence, insufficient effective
demand for consumer goods. Restricted demand attendant to increased
unemployment forces those capitalists in the sector producing consumer
goods (Department II) to reduce costs of production and to renovate their
plant and machinery, regardless of whether it is physically usable or not.
Increased demand for the output of Department I must initially lag behind
its capacity, however, and companies in Department II bid up the price of
equipment and materials. In consequence, the profit rate in Department I
rises above that in Department II and new capital flows into the former,
prompting its capitalists to invest as heavily as possible. Yet by the time
this new productive capacity has become fully operational, demand from
Department II must necessarily have declined since the attendant approach
of full employment drives wages up and poses a threat to the rate of profit,
hence stymieing further investment. Still the expansion of production does
not typically stop at this point. Rather, there ensues a period of specula-
tion, ‘fuelled by the expansion of credit due to the slowing of productive
investment and the accumulation of idle money capital. Purchasing com-
modities in the hope of further price increases, speculators would accumulate
stocks. As speculative began to prevail over real investment, the final turning
point of the cycle would draw near.”

Capitalism passes through these cycles repeatedly, with their duration and
intensity increasing according to a more general tendency for capitalism to
break down entirely. This generalised crisis is endemic to the logic of capital
accumulation. As capital accumulation demands ever higher investments in
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machinery and fixed assets (¢, constant capital) — necessary both to undercut
competitors and to block the tendency of rising wages — the share of new
value-creating, ‘living’ labour-power (v, variable capital) in production
diminishes. Over time, the surplus value (s, the difference between the value
of the workers’ wages and the value generated during the course of their
employment) needed to maintain a constantly expanding capital outlay
declines and so, in tandem, does the rate of profit (r, defined by Marx as
s/c + v). With every new advance in the technological foundations of capital
accumulation, that is, investment in machinery and plant as a proportion
of total production investment, there is a decrease in capitalists’ inclina-
tion to invest in productive, surplus value-creating labour. The resultant
underemployment of labour ensures not only that less surplus value is
being produced, but also that capitalists are increasingly unable to realise
surplus value through the sale of commodities. As a result, there is not only
less demand in the consumer goods sector but, consequently, also reduced
demand for the means of production.

To ensure the optimal rate of profit, capitalists are forced to increase
production, to introduce new technology and to throw an ever increasing
quantity of articles onto the market. Exploitation, however, limits the
popular consumption of these commodities. Whereas capitalists struggle
to keep wages as low as possible to reap higher profits, wages represent
a considerable part of the effective demand required to yield profit from
sales. As such, if capitalists increase wages, they limit their potential profits,
but if wages are lowered the market will be concomitantly constrained. In
both cases (restricted profits and restricted markets, respectively), capitalists
will cease making new investments. The imperialist solution to capitalism’s
problems, then, has two sides: profitable investment opportunities in the
dependent countries and the expansion of an affluent market in the imperi-
alist countries, created by a transfer of value in the form of superprofits and
cheap goods to sustain superwages.

Marx had specified the principal means by which the tendency for the
rate of profit to fall (TRPF) is countered as follows: (1) cheapening of the
elements of constant capital (machinery and materials); (2) raising of the
intensity of exploitation (longer working days, more efficient labour organ-
isation, lower unit labour costs); (3) depression of wages below their value
(superexploitation, the payment of below-subsistence wages) and below their
current value; (4) relative overpopulation (or increased unemployment); and
(5) foreign trade.” All five means of countering the TRPF together ensure
that capitalism becomes a mode of production in which value is increasingly
produced and realised at the level of an imperialist global economy. As a
means of combating economic stagnation, an imperialist solution has been
pursued vigorously by the world’s leading monopolies and their represent-
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ative states from the late nineteenth century until today. From that time,
capitalism has sought trade and investment opportunities in the low-wage
countries at the same time as it has created a mass consumer market in the
imperialist countries, sustaining itself by a transfer of value reflected in both
superprofits and superwages.

IMPERIALISM, DEPENDENCY AND THE
GEOGRAPHICAL TRANSFER OF VALUE

The word ‘imperialism’ derives from the Latin word Imperium, meaning
several countries ruled by a single overarching authority. In abstract economic
terms, imperialism is the systematic unrequited transfer of resources
from foreign territories. Imperialism in this sense predates capitalism by
several thousand years at least, the Roman, Mongol, Chinese, African,
Arab, Amerindian, Indian, Spanish, Ottoman and Russian empires being
exemplary in this regard. Wood has distinguished between the ‘Empire
of Property’ typified by the Roman Empire and the Spanish Empire, the
‘Empire of Commerce’ typified by the Arab Muslim Empires, and the
Venetian and Dutch Empires, and the ‘Empire of Capital’ typified by the
British Empire. Only in the transition from the Empire of Commerce to
the Empire of Capital did capitalist imperatives first come to constitute the
driving force behind imperialism.™*

Specifically capitalist imperialism functions to bolster the accumula-
tion of capital, that is, the advance of money for the express purpose of
purchasing inputs to produce outputs which are then sold for more money,
and so on. The plunder of gold from the Americas, forced labour, slavery,
colonial levies, and mercantilist profits (based on the promotion of manu-
factured exports from and the restriction of manufactured imports to the
core markets of the world economy), were ways in which capital at the
centre of the world economy was augmented very early on at the expense
of the economies of the ‘periphery’. As such, Austrian Marxist economist
Rudolf Hilferding’s notion that imperialism emerges only during the final,
monopoly phase of capitalism is liable to mislead. Rather than being, as
Lenin wrote, the highest stage of capitalism, it is much more the case that
imperialism is ‘the permanent stage of capitalism’.”s

The geographical transfer of value (GTV) is the process through which
the value produced by workers in one locale is realised (a) by the capitalists
who have employed these workers, with profits being reinvested elsewhere;
and/or (b) by the capitalists who have employed these workers but is also
added as excess profits to capitalists in other locales.”® Although in both
cases the realisation of surplus value occurs both within and outside the
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area wherein it has been produced, the first case (a) may be referred to as
direct GTV and the second (b) as indirect GTV. Direct GTV arises where
straightforward intervention by capitalists and their agents ensures that
surplus value produced locally is transferred elsewhere. The forms this inter-
vention takes include war, plunder, taxation, profit repatriation and transfer
pricing, typically mediated through the state in combination with industrial
and financial capital.””

Indirect GTV, meanwhile, operates through the capitalist market and, spe-
cifically, according to the transformation of values into prices of production
and into actual market prices.”® This transformation results in the altered
division of the total sum of surplus value among individual capitalists
having their firms in diverse regions, so that each region’s money-profits are
not proportional to the surplus value inherent in the commodities they sell.
Ultimately, since the price of an individual commodity is not necessarily
equal to its value, although the total sum of values remains constant, the
transformation of values into prices at the level of the international market
ensures that surplus value is redistributed from one locale to another.™

Influential British Marxist Bill Warren argued that imperialism was a
force tending to spread capitalism and, hence, socialism worldwide. He
wrote:

If ... world capitalism is characterized not only by uneven development,
but by changing hierarchies of uneven development ... then, new power
centres are arising throughout the Third World. [The] empirically
observable trends: of rapidly advancing industrialization; of burgeoning
economic nationalism (involving increasing indigenous control and
ownership of previously foreign-owned domestically located assets); of
growing sectoral diversification (especially the growth of capital and
intermediate goods industries); and of the development of capitalist social
relations in the more primitive sectors, are sufficiently widespread to
enable us to say that throughout the underdeveloped world the post-war
period has witnessed a major upsurge of national capitalisms. The result is
that the balance of power has shifted away from the dominance of a few
major imperialist countries towards a more even distribution of power.
Imperialism declines as capitalism grows.*°

Contrary to these views, we argue that imperialist value transfer acts
to thwart the evolving development prospects of the exploited countries
and regions relative to those of the exploiting countries and regions of the
capitalist world system. Relatedly, it is a mistake to suggest that the incor-
poration of the countries of the global South into globalised imperialist
structures operating principally in the interests of the United States and
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its major imperialist allies has created straightforwardly and omnipresent
capitalist production relations therein. Such views may be fairly character-
ised as ‘Warrenite fantasies’.” The exploited countries of the global economy
remain internally disarticulated at the sectoral level, with dependent bour-
geoisies following extraverted patterns of accumulation. In consequence,
there is an admixture of feudal, semi-feudal and capitalist relations of
production throughout the dependent South.

The Dependency theory of the 196os and 1970s made explicit the
enduring relationship between the terrible poverty in the Third World
and the incredible opulence of the First World.?* As one of the founders
of Dependency theory, Brazilian economist Theotonio Dos Santos, has
written, dependence is

a situation in which the economy of certain countries is conditioned
by the development and expansion of another economy to which the
former is subjected. The relation of interdependence between two or
more economies, and between these and world trade assumes the form of
dependence when some countries (the dominant ones) can expand and
be self-starting, while other countries (the dependent ones) can do this
only as a reflection of that expansion, which can have either a positive or
negative effect on their immediate development.?3

The Dependency theory-inspired import substitution industrialisation
(ISI) programmes adopted by many Third World nations in the 1g96o0s
and 1970s, in which state support for the economy played a central role,
stimulated growth in Latin America and Africa (where gross domestic
product (GDP) rose by 5 per cent and 4 per cent per annum, respec-
tively, between 1960 and 1982) and the Asia-Pacific region registering
an average increase of 7 per cent a year.”* Neoliberalism evolved as an
anti-protectionist, anti-labour strategy to re-subordinate the Third World
to global imperialist interests; roll back the economic challenge posed by the
newly industrialising countries and Japan; and dismantle the social contract
between monopoly capital and the labour aristocracy.”s Its implementa-
tion relied on the electoral ‘conservatism’ of a defiantly middle class base in
the imperialist nations (including the better-off sections of the traditional
labour aristocracy), comprador autocracy in the least developed nations and
export-oriented oligarchy in the semi-peripheral nations of the capitalist
world system.

Undoubtedly, profound changes in the global economy associated with
neoliberalism have refuted Dependency theory’s assumption that the
possibility of industrialisation in the dependent countries is permanently
blocked by imperialism. Indeed, the partial industrialisation of certain large
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countries in the global South following the adoption of export-oriented
industrialisation (EOI) growth strategies in the late 1970s coincided with
the (temporary) waning of Dependency theory as a school of thought.
Nonetheless, the growth of manufacturing in many countries of the global
South has not meant an end to their exploitation. As we wish to demon-
strate, value transfer based on low-wage production in countries denied their
independence has taken on new and historically unprecedented dimensions
as a result of the continued operation of international relations of imperial-
ist exploitation. As British economist John Smith writes:

Dependency theory’s [continued relevance] hinges upon its perception
that the wide and growing differences in wages and living standards
between workers in imperialist nations and neo-colonial southern nations
is reflected in a higher rate of exploitation of workers in the oppressed
nations and a mitigation of the rate of exploitation in the imperialist
countries; the ‘dependent’ nations losing and imperialist nations gaining

because the former ‘exchange more labour for less labour.2

The present work develops this key insight of Dependency theory,
emphasising the fact that imperialism is the indispensable condition for the
reproduction of imperialist societies as a whole, and not simply the financial
wherewithal of particular groups of capitalists therein. As the Dependency
theorists recognised, the economies of the ‘peripheral’ countries in the
world economy are constituted as such by their formation according to the
requirements of the metropolitan centres. Thus the countries of Africa,
Asia and Central and South America have provided slaves, gold, spices, fuel,
primary products and/or manufactures according to metropolitan capitalist
requirements at particular times. Dependency brings about an international
division of labour wherein the development of some countries (‘the centre’)
is facilitated by the exploitation of others (thus constituted as ‘the periphery’)
tor which autochthonous development is effectively forestalled.*”

Though in recent decades many poor countries have benefited from
trade and have experienced high growth rates, globalisation has also been
characterised by the economic stagnation of backward areas, rising income
inequality between countries and unequal power relations at the international
level.?® Relatively high growth rates for the newly industrialising countries
(NICs) of the ‘periphery’in recent decades have not led to a convergence of
per capita GDP globally. Though export-oriented industrialisation has paid
dividends for the (distinctly non-neoliberal) dirigisme of a select group of
East Asian countries granted free access to Western markets, it has not even
begun to close the enormous gap in living standards between the world’s rich
and poor countries. As imperialist capital shifted production to low-wage
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countries, the developmentalist states of East Asia (variously, the Republic
of Korea, Hong Kong, Singapore, Taiwan and China) registered significant
growth in productivity and technological capacity,and a concomitant spread
of business elites involved in production for Western markets. Neoliberal
global labour arbitrage — that is, ‘the pursuit of higher profits through the
substitution of higher-paid labor with low-paid labor’— has led to a drop in
wages worldwide and, hence, rising inequality within countries.*?

The economic growth of large NICs during the 1980s and up until
the Great Recession of 2007-08 was and is entirely conditional upon the
growth of global markets in which the imperialist countries are the final,
dominant link in the global value chains thereby established. Thus, for
example, even after more than two decades of rapid growth, there is still
a wide development gap between China and the high-income countries,
with China’s national income being only one-fifth, and national income
per person only 16 per cent, of that of the high-income countries. China’s
exports, meanwhile, are only 13 per cent of those of the high-income
countries, and it has just nine firms in the G1,400 list of companies and
none in the top roo. Its household wealth is only 4 per cent of that of the
high-income countries.3°

Economic downturn and crisis in the countries of the global North leaves
the countries of the global South in an especially vulnerable position. As
such, neoliberalism has left intact the basic structures of dependency as
outlined by Dos Santos and Smith above. These structures, typified by a
clear division between what may be called producer and consumer states,
ensure a continued trend towards North-South divergence.3*

DEPENDENCY AND THE INTERNATIONAL
CIRCULATION OF VALUE

What Amin calls ‘autocentric accumulation, that is, the tendency for capital
at the centres of the capitalist world economy to shape its own development
by balancing increases in productivity with increases in wages, results in
an expansion of the internal market and the stable development of both
Department I and Department II industries. As suggested above, where
wages do not increase at a rate sufficient to balance demand in both Depart-
ments, an external growth of the market is necessary, typically conferring
subordinate or ‘extraverted’ economic functions upon the periphery as
consumer in the last resort of the excess output of core capital. Since the
final quarter of the nineteenth century, however, the increase of real wages at
the centre occurred at a faster than optimal rate, necessitating the expansion
of the imperialist system in the form of the export of capital as opposed
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simply to the export of commodities. Thus began in earnest the process of
transforming the ‘periphery’ of the capitalist world economy into a direct
supplier of surplus value.

The imperialist transfer of value under capitalism takes many forms,
both historically and currently. Historical penetration of the economies
of Africa, Asia and South and Central America by those of Europe and
North America, and their subsequent under- and even de-development,
has occurred according to stages in the growth of the capitalist mode of
production, from the predominance of commercial capital in the sixteenth
and seventeenth centuries, to industrial commodities export in the
eighteenth and nineteenth centuries, to the era of financial capital export in
the twentieth century, and up until neoliberal globalisation today. ‘Primitive
accumulation’ of capital and of ‘free (wage) labour’ is both a historical fact
and a contemporary reality, as witnessed in today’s imperialist wars of
encroachment upon national and common property in the Middle East,
as well as the ongoing land grabbing and resource colonialism practised in
Africa, South America and elsewhere.3? At the same time, currency impe-
rialism (today largely based on the aforementioned primitive accumulation,
especially of Middle East resources by core companies and their subsequent
sale in dollars) ensures that countries are able to amass huge deficits on
the basis of debts that become less valuable over time. In addition, the new
forms of unequal exchange and global labour arbitrage encapsulated in
the global commodity chain and the new international division of labour
(NIDL) allow for developed, high-wage countries to capture value from less
developed, low-wage countries.

THE MECHANICS OF GLOBAL VALUE TRANSFER

We may briefly present here seven mechanisms of value transfer. We will
describe each of these succinctly, before proceeding in Chapters 6 to 8 to
provide further substantial proof of imperialist transfer of value.

1. ‘Brain drain’. Richer countries gain one-sidedly from highly educated
professionals migrating from the global South, many trained through
aid-funded bursary programmes. The effects of this ‘brain drain’and human
capital export from the global South are the curtailment of long-term devel-
opment there:

The world periphery lost between 1960 and 1980 human capital to the
tune of $16 billion to the centre. Critical, skilled and opposition elements
leave the periphery, with the benefits of such a human capital import
reaped by the centre in the long run.33
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Leaving aside the question of the extent to which worker remittances tend
to be spent on luxury consumption and on imports, claims that migration
benefits both the source and the destination country are dubious. If such
arguments were correct we might expect Jordan, Mexico, Jamaica, the
former Yugoslavia, Greece, Portugal and other highly dependent capitalist
countries to have become ‘economic miracles’. Conversely, major imperialist
countries such as Japan and the United States send their managers abroad,
but never their workforce. Indeed, it is a sign of economic weakness globally
for a country to be a net exporter of its labour.3+

2. Illicit capital flows. Well-connected firms and persons are able to
circumvent regulation and taxation through misinvoicing imports and
exports and withholding money in tax havens.35 Corporations report
false prices on their trade invoices so that they can transfer money out of
developing countries and into tax havens and secrecy jurisdictions ensuring
that developing countries lose US$875 billion through trade misinvoicing
each year.3®

3. Northern trade barriers. Northern business interests gain from restrict-
ing the import of goods from the global South while demanding ‘free trade’
for their own heavily subsidised output. As a senior policy adviser for Oxfam
noted at the turn of the century, each year developing countries lose about
USs700 billion as a result of trade barriers in rich countries: for every USs 1
provided by the rich world in aid and debt relief, poor countries lose USs 14
because of trade barriers.37

4. Northern dumping. Particularly during times of crisis, the leading
capitalist powers turn to protectionism, with protected home markets
ensuring that monopolies can sell their goods at higher than foreign prices.
With the resultant embellished income, they can increase their output and
dump some of it abroad, reaping profits even where foreign prices received are
lower than the average unit cost of production.3® While the North restricts
imports from the global South it insists on its own ability to dump goods
on Southern markets regardless of the effects on local industry. Haiti is a
paradigmatic example of the consequences of this. In 1986 Haiti was largely
self-sufficient in rice, a staple food for its people. Forced by foreign donors
and lenders, however, and after the country was flooded with (subsidised)
rice from the United States, ten years later the country was importing
196,000 tons of foreign rice at the cost of USs100 million. National rice
production became negligible and Haiti’s poor became dependent on the
rise and fall of world grain prices.39

5. Repayment of debt. Debt repayment constitutes a drain of value from
global South to North. In 2000, low-income countries paid a net sum to
their creditors of USs101.6 billion, or more than three times what they
had received in aid grants that year, whereas in 1999 they paid almost five
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times more than they received in aid grants.*® From 1992 to 2000, debt
repayments as a share of poor country earnings from exports and services
changed as follows: repayment of loan principal rose from 14 to 19 per
cent; repayment of interest on loans rose from 8 to 1o per cent, and in
1999 total debt repayments (interest plus principal) consumed 28 per cent
of the earnings of lower-income countries.*” Developing countries pay
over USs200 billion in interest each year to foreign creditors, much of it
on old loans that have already been paid off many times over. Since 1980,
developing countries have paid out over USs 4.2 trillion in interest payments
to global North-based creditors.**

6. Unfavourable terms of trade. The purchasing power of global South
exports tends to decline relative to that of global North imports.#3 As
Heintz notes:

[During] periods of productivity-led growth, prices of manufactured
goods will rise relative to prices of primary products. Since primary com-
modities also tend to be price inelastic [the quantity of them demanded
or supplied being unaffected when their price changes], the income terms
of trade — that is, receipts from exports relative to imports — will also fall,
leading to a widening income gap between industrialized and developing
countries.*

For non-primary products, too, the commodity or net barter terms of trade
of the global South’s manufactured goods relative to the machinery, transport
equipment and services exports of the global North declined from 1975 to
1995.%5 Over the course of the 1980s the developing countries suffered a
cumulative loss in total export earnings in real terms of USs29o billion, an
annual average loss of USs25 billion. For the non-oil African countries,
excluding South Africa, that figure represents almost minus 120 per cent of
GDP, a massive and persistent loss of purchasing power.**

7. Trade-Related Intellectual Property Rights (TRIPS). The vast
majority of patents on intellectual property are held by Northern institu-
tions. Three-quarters of patent filings received by the World Intellectual
Property Organization (WIPO) in 1999 were from five countries, namely,
the United States, Germany, Japan, the United Kingdom and France. Fully
97 per cent of all patents are held by nationals of Organisation for Economic
Co-operation and Development (OECD) countries, with go per cent of
all patents in the world being held by global corporations. Around 70 per
cent of all patent royalty payments are made between subsidiaries of parent
enterprises, proving that they are not, as apologists claim, designed to share
knowledge or encourage innovation.*” As a result of TRIPS, developing
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countries had obligations to pay USs60 billion extra annually, according to
World Bank-related estimates.*®

Our approach highlights the transfer of labour time and accumulated
capital from the poorest to the richest countries in the global economy.
While accepting the theoretical and empirical validity of the seven
distinct types of international exploitation described above, we argue that
(1) colonial tribute; (2) the direct provision of additional surplus value to
foreign creditors, investors and monopolies; and (3) trade involving the
unequal exchange of commodities embodying different quantities of value
represent overarching mechanisms of imperialist value transfer. Each varies
in importance according to the level and type of monopoly advantage
exercised within the world system, and is typical of a specific constella-
tion of forces and relations of production internationally. Hence phases of
imperialism reflect the historical development of capitalism and its military
and political bulwarks worldwide. A historical taxonomy of international
economies of exploitation would account for dynamic changes in the char-
acteristic methods of transferring economic surplus from and to exploited
and imperialist countries, respectively. Following Braun, we may broadly
distinguish four eras of international relations underpinning the transfer of

value from the global South to the global North:

1. Colonialism. This period played a crucial role in the primitive accu-
mulation of capital and allowed for the beginning of the industrial
revolution in Western Europe. It lasted roughly three hundred years,
from the sixteenth to the beginning of the nineteenth centuries.

2. Commercial Expansion. This period cemented the ‘periphery’ of the
capitalist world system as a supplier of raw materials and an outlet
tor the purchase of the manufactures of the global North. It lasted for
much of the nineteenth century.

3. Capital Export. This period involved the export of capital to the global
South where capital was scarce and wages low. It lasted from the end
of the nineteenth century to the economic crisis of the 1930s.

4. Unequal Exchange. This period, gaining special prominence from the
1980s onwards, has constituted the global South as a supplier of both
raw materials and industrial products at low prices predicated upon
huge differences in real wages North and South.#

In the following chapters we will consider the historical and contemporary
features of both direct and indirect GTV in the form of (1) colonial tribute;
(2) monopoly rent; and (3) unequal exchange.



2
Colonial Tribute

Between the sixteenth and nineteenth centuries, the major international
motors for European capital accumulation were silver and gold exports
from South America to Spain and Portugal; profits from the Dutch spice
trade; the trade in African slaves carried in British and French ships; profits
from slave labour in the British West Indies; profits from the opium trade;
and colonial land revenue. In each case, colonialism as the expansion and
acquisition of control of overseas territories by rival European powers, many
featuring unmitigated slavery, provided the impetus for nascent capitalist
accumulation.” In the seventeenth and eighteenth centuries, Blaut has
estimated that the number of labourers and slaves in plantations, haciendas,
factories and mines in the colonies was at least as large as the proletariat of
Europe itself.* As economic historians Acemoglu et al write:

[The] rise of Western Europe after 1500 is due largely to growth in
countries with access to the Atlantic Ocean and with substantial trade
with the New World, Africa, and Asia via the Atlantic. This trade and
the associated colonialism affected Europe not only directly, but also
indirectly by inducing institutional change. Where ‘initial’ political insti-
tutions (those established before 1500) placed significant checks on the
monarchy, the growth of Atlantic trade strengthened merchant groups by
constraining the power of the monarchy, and helped merchants obtain
changes in institutions to protect property rights. These changes were
central to subsequent economic growth.3

Accordingly, much of the differential growth of Western Europe between
the sixteenth and early nineteenth centuries may be accounted for by the
expansion of Atlantic trading nations directly involved in trade and colonial-
ism with the New World and Asia, namely, Britain, France, the Netherlands,
Portugal and Spain, a pattern in large measure reflecting the direct effects
of Atlantic trade between Europe and America, Africa and Asia. Originally
the product of the degeneration of landed property relations characteristic
of late feudalism (that is, the marketisation of land to exploit expanding
urban trade networks and overcome the increasing limits to serfage set by
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the deconcentration of land ownership) capitalism was catalysed by this
expanding system of continental value transfer.

THE RATIONALE BEHIND CAPITALIST COLONIALISM

During the 1850s committed proponents of free trade considered that the
costs of administering and enforcing British colonial diktat would outweigh
any potential or actual economic benefits derived from it. For authors then
and since, including those ostensibly opposed to it, the nations of Europe
and North America did not substantially benefit from colonialism; rather,
it was only a thin stratum of private investors, officials and migrant workers
who benefited.+

Adam Smith, for example, is well known for having insisted that colonies
were a never-ending source of war and expense for the colonising country.
It is less well known that his opposition to colonialism was fundamen-
tally based on opposition to colonial mongpolies in trade and investment as
opposed to colonialism Zout court. For Smith, colonialism was permissible if
the colony contributed net revenue to the metropolis within a system of free
trade for all members of an Imperial Federation.s In the early nineteenth
century, there were precious few consistent free trade anti-imperialists,
except perhaps the most famous, manufacturer and Radical free trade
supporter Richard Cobden. As Marx recognised in 1853,

when India had been in the process of annexation, everyone had kept
quiet; once the ‘natural limits’had been reached, they had ‘become loudest
with their hypocritical peace cant.’ But, then, ‘firstly, they had to get it
[India] in order to subject it to their sharp philanthropy.”...In 1859 Marx
was writing that ‘the “glorious” reconquest of India after the Mutiny’
had been essentially carried out for securing the monopoly of the Indian
market to the Manchester free traders.

Nonetheless, some authors have argued that the Empire was an overall
burden on the British economy. Not only did Imperial preferential duties
ensure that British consumers paid over the world market price for West
Indian commodities like cotton, ginger, indigo, molasses, rum, pimento and
sugar, but the costs of occupying and administering the colonies, not to
mention defending them from rival colonial powers was a severe drain on
the British state budget.” Yet this view of the negligible role of Empire in
Britain’s economy is scarcely tenable.

Australian economic historian G. S. L. Tucker has shown how Victorian
proponents of colonialism argued that the investment of British savings in
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countries where wheat and other primary goods could be produced more
cheaply than at home would tend to raise and maintain profit rates, and
thereby enlarge Britain’s sphere of investment.® A declining rate of profit,
by contrast, could be averted neither by investing in one form of manu-
facture instead of another, nor by transferring capital to agriculture rather
than industry. Instead, profits could only be maintained and extended by
exporting capital and labour to the colonies, ‘where they would produce the
food and raw materials that England required, and at the same time create
new and growing markets for her export industries’. In so doing, Britain
would no longer be so dependent on foreign markets and the exigencies of
foreign tariff policies. Rather, by setting up a ‘colonial Zo//verein’ (or customs
union) it would be able to control its own economic destiny.?

Despite being a staunch opponent of slavery in the United States and the
West Indies, English liberal economist and political theorist John Stuart
Mill was nonetheless firmly convinced of the benefits of colonialism to
human progress, so much so that he vouchsafed the option of the enslavement
of colonised peoples. For Mill, whose advocacy of a liberal pluralist voting
system based on citizens” educational standards was explicitly formulated
so as to exclude the representation of the broad working class (fearing that
its numerical preponderance would lead to political domination), freedom
applied ‘only to human beings in the maturity of their faculties’ and could
not be demanded by minors or ‘those backward states of society in which
the race itself may be considered as in its nonage’.”* In Mill’s view, ‘a ruler
full of the spirit of improvement is warranted in the use of any expedients
that will attain an end, perhaps otherwise unattainable’.” He demanded the
‘barbarians” (sic) ‘obedience’ for purposes of their education for ‘continuous
labour’, the supposed foundation of civilisation. In this context, writes the
late Italian historian Domenico Losurdo, Mill did not hesitate to theorise a
transitional phase of ‘slavery’ for ‘uncivilized races’,” since there were ‘savage
tribes so averse from regular industry, that industrial life is scarcely able to
introduce itself among them until they are ... conquered and made slaves
of’.’3 Mill was characteristically sanguine as to the benefits of colonialism
to the British economy:

It is to the emigration of English capital, that we have chiefly to look for
keeping up a supply of cheap food and cheap materials of clothing, pro-
portional to the increase of our population; thus enabling an increasing
capital to find employment in the country, without reduction of profit, in
producing manufactured articles with which to pay for this supply of raw
produce. Thus, the exportation of capital is an agent of great efficacy in
extending the field of employment for that which remains: and it may be
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said truly that, up to a certain point, the more capital we send away, the
more we shall possess and be able to retain at home.™

For British historian Bernard Porter, the centrality of the developing
world to British capital accumulation was threefold:

Firstly: in so far as it was developing, and not merely stagnant it followed
that it required more capital than it could provide itself: and this Britain
could supply. In the 1890s, ninety-two per cent of the new capital Britain
invested abroad went outside Europe, and half of it to the developing
countries of Africa, Asia and Australasia. Secondly: from the commercial
point of view it was a market which overall bought more from Britain
than it sold — just; and such markets were becoming very rare. Thirdly:
it was a market which, in so far as it had not been cornered by European
rivals and surrounded by their tariffs or saturated with their capital, was
still ‘open’. ‘Open’ markets were getting hard to find in the protectionist
nineties; but if Britain’s products were to be sold abroad at all, those that
were still open had to be kept open.”s

Economic historian Phyllis Deane has listed six major ways that foreign
trade contributed to catalysing what she refers to as the first industrial
revolution. First, foreign trade generated demand for the products of British
industry. Second, it provided access to raw materials which widened the
range and cheapened the products of British industry.”® Third, international
trade provided underdeveloped countries with the purchasing power to buy
British goods. Fourth, it provided an economic surplus which helped finance
industrial expansion and agricultural improvement, with the profits of trade
having ‘overflowed into agriculture, mining and manufacture’. Fifth, inter-
national trade helped to create an institutional structure and business ethic
which was almost as effective in promoting home trade as foreign trade.
Finally, the expansion of international trade in the eighteenth century was
the principal vehicle for the growth of large towns and industrial centres
such as Liverpool and Glasgow."”

COLONIALISM, SLAVERY AND CAPITALIST
INDUSTRIALISATION

The plundering of the Americas functioned as a means of primitive capital
accumulation on a Europe-wide scale, overwhelmingly profiting two (mer-
cantilist) latecomers, the Netherlands and England, at the expense of the
more advanced colonial (but largely feudal) powers of Spain and Portugal.”®
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The enormous flows of precious metals plundered from Mexico and Peru
financed Europe’s lucrative trade with East India, enabling the relatively less
prosperous European merchants of Holland, England, Portugal and France
to monopolise Asian markets and to ‘displace, subordinate and subsequently
dominate’ Asia in its own locale. At the same time, the re-export of Asian
colonial goods contributed to burgeoning markets in Europe, the Americas
and Africa and, crucially, allowed fledgling capitalists in Western Europe
to transfer labour-power from agriculture to industry.” By the turn of the
nineteenth century, an estimated roo million kilograms of silver had been
drained from South America and imported into Europe, first into Spain
and then to the rest of the continent as payment on Spain’s debts. If this
quantity of silver had been invested in 1800 at a 5 per cent rate of interest
it would be valued at around USs165 trillion today, more than double the
world’s GDP in 2015.?° Ultimately, the creation of a Eurocentric world
market was funded by the precious metals of the ‘New World’.**

Meanwhile, the international division of labour established through the
Atlantic triangular (more accurately, quadrilateral) trade generated profits
through buying cheap and selling dear at each of its nodes. Especially in
the eighteenth and nineteenth centuries, the capitalist slave trade provided
outlets for Western European manufactures, that is, ironware, textiles, arms
and ammunition especially from Liverpool, Plymouth, Bristol and London.
These were sold to African notables in return for slaves (of whom around
15 million were transported from Africa to the colonies between 1700 and
1850), who were then shipped to the Caribbean islands to produce tobacco,
sugar, indigo, molasses and, later, raw cotton. These goods were shipped to
New England (New York and Boston), from where they were exported to
England to enter into its manufactures as raw materials.

The profits from transatlantic slavery and plantation colonialism
(obtained to the detriment of the indigenous peoples of the Americas and
the people of Africa and those of African descent enslaved according to
its requirements) were reinvested in the metropolitan countries, financing
such crucial technological innovations as the world’s first steam engine by
James Watt, and providing much of the capital required to finance early
capital accumulation in shipping, insurance, agriculture and technology.**
Blackburn has provided in-depth analysis of the contribution of slavery to
overseas demand in the early decades of the industrial revolution and has
compared mercantile and plantation profits with the investment needs of
the iron and textile industries and the wider British economy.

[The] colonial and African trades around 1770 accounted for 96.3 per
cent of British export of nails, and 70.5 per cent of the export of wrought
iron.?s Around the same time British exports of iron manufactures were
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equivalent to 15—19 per cent of the country’s iron consumption. Textile
exports accounted for between a third and a half of total production,
with colonial and African markets looming large ... Stanley Engerman
calculated that annual British slave trade profits running at around
£115,000 a year in 1770 could have amounted to 7.8 per cent of total
British domestic investment and to 38.9 per cent of total commercial
and industrial development.”* Once plantation production and trade are
taken into account, the possible contribution grows very considerably
... The gains of the planters and merchants were so large that, despite
themselves, they made a contribution to accumulation. The Atlantic
trades and plantations were generating a surplus equivalent to 50 per cent
or more of British investment in every branch of the economy — agri-
culture and infrastructure as well as manufacturing — on the eve of the
industrial revolution.*s

Hickel estimates that the United States alone benefited from a total of
222,505,049 hours of forced labour between 1619 when slaves were first
brought to the North American colony of Jamestown, Virginia, to aid in the
production of lucrative crops such as tobacco, and the abolition of slavery in
1865. Valued at the US minimum wage, with a modest rate of interest, that
uncompensated labour would be worth USsg7 trillion today.¢

The centrality of colonialism to European advance was recognised by
many European intellectuals of the nineteenth century, not least renowned
German sociologist Max Weber, who portrayed it in the following unam-
biguous terms:

The acquisition of colonies by the European states led to a gigantic acqui-
sition of wealth in Europe for all of them. The means of this accumulation
was the monopolizing of colonial products, and also of the markets of the
colonies, that is the right to take goods into them, and, finally, the profits
of transportation between mother land and colony.*”

Whereas Marx had correctly observed that ‘the veiled slavery of the wage
labourers in Europe needed the unqualified slavery of the New World as its
pedestal’,?® in an 1865 book entitled 7he Coal Question, English economist
William Stanley Jevons had frankly described the benefits brought to Britain
by its colonial and industrial monopolisation of the world’s resources:

The plains of North America and Russia are our corn fields; Chicago and
Odessa our granaries; Canada and the Baltic our timber forests, Australia
contains our sheep farms and in Argentina and on the Western prairies
of North America are our herds of oxen; Peru sends her silver, and the
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gold of South Africa and Australia flows to London; the Hindus and the
Chinese grow our tea for us, and our coffee, sugar and spice plantations
are all in the Indies. Spain and France are our vineyards and the Medi-
terranean our fruit garden; and our cotton grounds, which for long have
occupied the Southern United States are being extended everywhere in
the warm regions of the earth.*®

Occupying a structurally analogous position to today’s multinational
firms, historian Paul Kennedy has noted that in order to transfer this wealth
to the metropolitan countries, exclusive trading companies like the East
India Company (English, Dutch and French), the Africa Company, the
Hudson Bay Company and others were established.3°

Overseas colonialism transformed the industrial division of labour in
Britain in at least two fundamental ways. First, a large part of the proletariat
was employed in forms of work that presupposed colonies, namely, ship-
building, harbour building and, later, sugar refining and textile production,
with each of these industries providing a stimulus for other derivative
ones. For example, large quantities of labour were required to clear forests
and transport the timber used to manufacture the ships that formed the
backbone of British colonial expansion. Likewise, towns such as Liverpool,
Glasgow and Derry originated as nodes in the growing network of interna-
tional shipping based on the Atlantic trade. The construction of ports and
harbours required the labour-intensive reclamation of marshy coastal lands,
the felling and transportation of timber and rubble, and the building of
seawalls, breakwaters, piers, quays and jetties.3” Second, what Marx referred
to as the ‘reserve army of labour’, the dispossessed population unable to find
gainful employment, was exported to the colonies as settlers, garrison and
otherwise, or enrolled as indentured servants.3> By and large, this section of
the metropolitan population was indebted or considered criminal, vagrant
or rebellious and was regarded by the ‘great and the good’ as the ‘rank
multitude’ who ‘cannot live at home’.33

In Britain, the absorption of the ‘surplus population’ in market activities
and the expanded reproduction of capital depended upon ‘the exploita-
tion of a widened sphere of activity beyond the boundaries of the domestic
market’.34 Specifically, the combination of ‘English’ capital, African slave
labour and American land used for commercialist plantation slavery acted
as a spur to British domestic development. Adding timber imports to sugar
and cotton, the ‘New World’ (sic) contributed some 25 to 30 million ‘ghost
acres’ to Britain alone, that is, roughly double the size of Britain’s own total
arable land.3

The plantation economy was central to the expansion of foreign trade,
with the import of luxury items from the ‘New World’ (tobacco, sugar, coffee
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and so forth) providing goods in global demand and enabling the colonial
powers to re-export trade to the rest of Europe. Meanwhile, access to cheap
sources of cotton lowered the cost of production in the economically crucial
textile industry, boosting the competitiveness of British exports.3¢

VALUE TRANSFER AND HISTORICAL
UNDERDEVELOPMENT

During the colonial era (from the sixteenth to the mid-twentieth century),
colonial administrators and businessmen justified extreme exploitation by
the insistence that ‘inferior’ indigenous workers need only be paid a sub-
sistence wage.3” (Shades of this argument may be found in Eurocentric
left arguments today.) Meanwhile, colonial employers could afford to pay
indigenous workers a miserable wage less than was required to maintain
their families because the workers were earning a wretched subsistence in
the home village or tribal reservation in conditions of tributary peonage
requiring high levels of both remittance and actual labour.3*

Though providing abundant enormous benefits to Europe and its settler
offshoots, colonialism practically ruined the economies of the oppressed
countries. India, for instance, had more than 20 per cent of the world’s
GDP in 1820, but less than 4 per cent when the country became formally
independent from Britain 130 years later.39 In uprooting the native ruling
class, hitherto the primary consumer of quality artisanal products, and also
by introducing machine-made goods imports, traditional crafts were effec-
tively decimated by colonialism. Tribal peoples and peasants were deprived
of their customary usage of land through its being made a vendible asset
with exclusive ownership restricted to a small group of wealthy individuals.
The destruction of traditional industry, the concentration of land ownership
and the extraction of surplus ensured an open or disguised excess supply of
colonial labour that served to rationalise low wages.*°

Though initially some opportunistic alliances were formed between
the prospective capitalists of the colonies, that is, its native merchants and
financiers, and the conquering Europeans, the relationship between the two
groups rapidly became an extremely unequal one in which domination was
exercised by the latter. In consequence, and just as intended, most of the
surplus extracted by colonial capital was transferred to the metropolitan
countries or, as from the nineteenth century onwards, to captured territories
of white settlement in North America and Australasia. This ensured that
the indigenous or national bourgeoisie of the colonial world that managed
to stay afloat had little left with which to expand their own capital. Given
the military and political disparity, the institutional changes required for a
tully capitalist society were not made due to the retardation or elimination
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of this class by colonial competitors. Only when intra-imperialist conflicts
became sufficiently acute did the local bourgeois and petty-bourgeois strata
of the colonial countries (many with roots in commercial trade with the
colonial metropoles) find space to effectively struggle for a larger retention
of the national surplus.*'

The ‘head start’ of European countries in capital accumulation and their
political hegemony ensured a virtual monopoly of industrial production in
relation to the countries that would become known as the Third World.
Even after decolonisation, the continued outward flow of surplus and the
consequent failure to reinvest in the production of capital goods remains a
major economic handicap, and helps keep the so-called developing countries
perennially underdeveloped relative to the advanced capitalist countries.**
World Bank data on global inequality reveals that per capita income has
a persistent effect on wealth redistribution, with the former colonial and
dependent countries still having relatively low levels thereof. Moreover,
global inequalities in redistribution over the last generation or so reflect
both the influence of colonialism and the history of exposure to socialism.
Income equality is markedly higher in former colonising countries and
lower in formerly colonised societies. Meanwhile, a history of socialism
increases the presence of redistributive institutions, in part compensating
for the effects of lower national incomes.*

THE IMPERIALIST MODE OF PRODUCTION

The articulation of modes of production depends on the course of class
struggle and processes of accumulation, dispossession and working class
resistance at the international level. As a result of imperialism, the mode
of production of less developed countries differs from that of developed
capitalist countries, with the former characterised by economic relations
based variously on (1) semi-feudalism, wherein economic surplus generated
by small farmers and rural workers is appropriated by landowners and
money-lenders as opposed to capitalists per se; (2) neo-colonialism, wherein
economic surplus generated by the national workforce is appropriated by
monopolistic foreign buyers and investors; (3) bureaucratic capitalism,
wherein economic surplus is appropriated by state officials or by persons with
close connections to the bureaucratic apparatus, or by some combination
of the above. The relative prevalence of semi-feudal, comprador and/
or bureaucratic capitalism in the economies of the global South tends to
prohibit therein the growth of hegemonic ‘national’ bourgeoisies rooted in
industrial production for domestic markets.

Crucially, imperialism depends upon the maintenance of ‘income defla-
tion’in the peripheral countries so that petty producers there have restricted
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effective demand for their own products and so do not push up the prices of
primary commodities, in the process threatening the value of metropolitan
industry, currency and investment.** So-called ‘fiscal responsibility’ as well
as the shift in agricultural earnings to favour multinational distributors over
direct producers are two means by which such income deflation has been
achieved under neoliberal globalisation; onerous taxation was another such
means in the colonial era.

From the 1950s to the 1970s, incomes were rising and poverty rates
declining in the recently liberated former colonies of the global South as
redistributive and protectionist policies were pursued by their respective
governments.* Meanwhile, the developmental successes of Japan and South
Korea were facilitated by the relatively extensive land reform carried out
under US tutelage after the Second World War as a safeguard against the
ascendance of communist forces. Along with Taiwan, these countries were
given the opportunity to protect their industries and were provided special
access to US markets. As such, they were able to simultaneously raise the pay
of their workers and repay the capital that the United States had exported to
them.*® Especially as the military contingencies of the Cold War developed,
these East Asian economies, as well as those of Western Europe, were
afforded massive aid in a successful effort by the US imperialist hegemon to
prevent them pursuing independent courses of industrialisation, or policies
that would otherwise subject their economies to the requirements of the US
would-be hegemonic Soviet rival.

Those nations not needed as powerful allies in this battle to maintain
global imperialism were to remain impoverished suppliers of cheap resources
and labour for the global centres of capital.#” As such, France, Britain and
especially the United States set out to overturn the independence of nation-
alist states throughout the Third World, no matter how moderate and
regardless of the extent of their electoral mandate. They did so through
military intervention and armed subversion leaving millions dead across
South America, Africa and Asia. Indeed, force majeure was and remains the
ultimate guarantor for the continued siphoning of wealth from the weak to
the powerful countries.

METROPOLITAN WORKERS UNDER
NEOLIBERAL IMPERIALISM

Whereas capitalism was competitive in the Victorian age, metropolitan
labour was supplemented but not compensated for by the labour of the
exploited countries. In the subsequent age of monopoly capitalist trade
and investment the average labour content of core countries’ consump-
tion has increasingly tended to exceed the labour (value) they supply to
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the global economy.#® Under colonialism, the real wages, job opportuni-
ties, skill levels, productivity and living standards of metropolitan workers
were dependent on the imperial division of labour, but its benefits were
disproportionately enjoyed by relatively skilled upper strata of workers. That
social base has broadened in the home countries of advanced monopoly
capitalism in tandem with the development of the welfare state, global
labour arbitrage, consumerism and the comprehensive tertiarisation of core
nation employment structures. However, as we shall discuss further on, the
development of imperialist globalisation within its home countries has had
uneven impacts on different sections of society therein, tending to produce
overlapping, widening, and in times of crisis polarising class, gender, ethnic/
racial and even national inequalities.

The class position of the wage-earner in the metropolitan countries
vis-a-vis domestic capital is profoundly shaped by the international division
of labour established by imperialism. In the 30 years before and after the
First and Second World Wars, and for ten years in between, the systemic
costs of wages rising in proportion to productivity were defrayed in the core
countries by the additional value these obtained by accumulating the unpaid
labour of dependent or colonial nations. This transfer had slowed down by
the 1970s, however, with the rise of ‘import substitution industrialisation’
(ISI) in the global South, the limits of which set the terms for neoliberal
‘export-oriented industrialisation’ (EOI).

The period of neoliberalism under US hegemony has eroded the insti-
tutional advantages of global North labour relative to capital, even as it has
augmented the purchasing power of its wages. Considered in relation to the
share of their national workforces in global production, the net consumer
countries of the late twentieth- and early twenty-first-century economy
cannot balance their books without massive labour arbitrage involving
exploitative trade and investment by their banks and monopolies. Glo-
balisation on such terms has tended to deflate the value of labour-power
relative to capital in every country, forcing precarious conditions upon all
but the most skilled and in-demand sections of the workforce. As a result,
rising underemployment, stagnating wage rates and deteriorating working
conditions may be observed in the richest countries, though to a much lesser
extent than in the poorest countries. Yet the basic class structure of the
former colonial powers continues to rest on the appropriation of value from
the poor countries in the form of underpriced commodities and servicing of
loans and investments (accumulated labour). The relative decline in living
standards has not yet led to widespread proletarianisation of the metro-
politan workforce (as defined according to occupational and income trends
globally), nor has it signalled the wholesale erosion of the global wage
scaling that would entail.



3
Monopoly Rent

Competition between businesses results in ever higher degrees of capital
concentration, and in production and distribution becoming controlled
by one or a few giant conglomerates, that is, monopolies or oligopolies.
A monopoly is a capitalist enterprise which is able to dominate national
production, setting high prices for its products so as to maximise profits.
The term ‘monopoly’ as used herein does not connote the occupation of
a particular industry or branch of industry by a single firm but, rather, the
transformation of capitalism from a mode of production wherein more or
less free competition between firms obtained in its advanced centres to one
in which giant firms, trusts and cartels control the market. In this chapter
we will explore the various ways in which the development of monopoly
capitalism as a global mode of production (what Amin has called ‘gener-
alised monopoly capitalism’) facilitates value transfer from the exploited to
the exploiting nations.” Monopoly engenders intense international compe-
tition in sales markets, in raw materials markets and in spheres of capital
investment, with rival national capitals compelled to seek larger, captive
markets abroad.” A further motivation for overseas expansion by monopoly
capital is to exploit cheaper foreign labour-power. In the process, ever larger
shares of the imperialist country’s ‘national” wealth is created abroad and
transferred home by a variety of means (debt servicing, profit repatriation
and unequal exchange being the three principal ones).

As noted above, if the growth in the organic composition of capital (¢/v)
is greater than the growth in the rate of surplus value (s/v), that is, if tech-
nological advance is occurring at a faster rate than is the exploitation of
labour, the rate of profit will fall. The central problem of capital valorisation
in the age of monopoly, then, is the production of extra surplus value, the
appropriation of which is principally based on ‘monopoly rent’. Monopoly
rent is defined by Amin as the difference between the price of production
(the cost of production plus the average rate of profit) and the actual market
price where that is not set by the average rate of profit, but by the cartels
and corporations dominating the production and sale of commodities.?
Monopolies can conclude agreements among themselves to restrict output,
allocate market share and impose price mark-ups on production costs
(especially on raw materials and wages).*
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Though competition normally forces down the prices of the output of
relatively productive labour, monopoly ensures that this does not occur and
that its products are overvalued when exchanged internationally. Conversely,
the prices of global South goods are rendered far lower than they would
be in the absence of price-fixing, transfer pricing, monopoly (whereby the
rich countries are the only seller of certain key commodities, especially of
advanced electronic and military technology) and monopsony (whereby
the rich countries are the single major buyer of much of the Third World’s
output). Effectively, the technological and commercial monopolies of the
major imperialist countries ensure that non-monopoly producers are only
able to compete in labour-intensive, low ‘value-added’ sectors in which the
countries of the global South compete with one another in a veritable ‘race
to the bottom’.

MONOPOLY RENT AND METROPOLITAN WAGES

The present domination of the world economy by Northern-based
monopolies has dire consequences for the underdeveloped capitalist
countries. Monopoly capitalism forces Third World producers to expend
extra labour to pay ‘imperialist rent’, that is, superprofits obtained through
trade and investment based on profound global differentials in the prices of
labour-power of equal productivity.s Imperialist rents, according to Amin,
remove about half of the potential profits of the global South.® Moreover,
they exceed the capital that is annually invested in expanded reproduction
of those societies, dramatically reducing their opportunities for investment
in economic and social development.” In 2004, for instance, the US trade
deficit alone consumed fully 8o per cent of all global savings in the form of
foreign purchases of US municipal, state and government bonds.?

Monopolistic price fixing ensures that extra surplus value is imported to
the imperialist economy at the expense of the country against which the
monopoly is exercised. Although Europe and North America no longer have
unrivalled ownership of the planet’s major means of production, along with
Japan they retain monopolistic control over the commanding heights of the
global economy, in particular, commerce, finance, the extractive industries,
military hardware and intellectual property. The major imperialist countries
also have a monopoly on high-wage-labour and the mass markets this and
this alone affords.

On the one hand, imperialism encourages the outflow of capital from
the metropolitan areas of the world economy, thus decreasing the demand
for labour and, ceteris paribus, the price of labour-power therein. At the
same time, the purchase of low-priced commodities from the ‘peripheral’
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areas of the world economy raises the standard of living of metropolitan
labour, either directly through increasing the purchasing power of wages or
indirectly by cheapening the costs of production of domestically produced
wage goods.” The mass markets thus established tend to attract capital to
the metropolitan centres of the world economy, raising the demand for
labour and, hence, wages therein. By and large, insofar as a mass market
based on working class consumption is precluded by the low wage levels
prevailing in the countries of the global South, capital tends to accumulate
at the centres of the world system. Meanwhile, as well as failing to establish
the indispensable conditions for autochthonous market growth, cheap
and abundant labour-power encourages low capital intensity and, hence, a
smaller percentage of skilled and highly skilled labour in the workforce. As
Emmanuel puts it, [cheap] labour chases equipment and technicians from
underdeveloped countries while equipment and technicians replace labour
in the developed countries’.*®

Capital accumulation requires consumer markets that it is only possible
to grow if labour is adequately paid, and it follows that developing nations
should primarily trade with one another insofar as the payment of equal
wages internationally ensures that trading nations cannot thereby appropri-
ate the wealth of others.”™ As Smith writes:

Whenever possible, countries in the underpaid developing world should
be trading with each other. If trading countries pay roughly equal wages
for production of the products traded, neither confiscates the wealth of
the other and the efficiencies of the trade can function honestly.

By trading with each other while building industry, developing nations
with low-paid labor can develop their economies much more rapidly than
when trading with a nation with high-paid labor. If labor is idle and the
treasury empty (it always is in the dependent trading nation — that is
the essence of a monopolized world economy) raw material or semi-pro-
cessed goods can be bartered for industries (technology) as opposed to
trading those resources for trinkets.”*

Conversely, under imperialism, the low-paid worker or nation must labour
for a longer time to buy one unit of wealth from their high-paid counter-
part, whereas the latter need only work a fraction of the time to buy one unit
of wealth from the low-paid worker or nation.™ As such, a ‘capital accumu-
lation advantage’ results from a pay differential between equally productive
workers globally. Smith provides the following example as an illustration:

The equally productive worker in the poorly paid Third World produces
a unique widget, is paid s1 an hour, and is producing one widget an hour.
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The equally productive worker in the developed world produces another
unique widget, is paid $10 an hour, and produces one widget per hour.
Each equally productive worker likes, and purchases, the other’s widgets.
All true costs are labor costs so we ignore monopoly capital costs, which
go to the developed world and only increases the advantage anyway, and
calculate the cost of those widgets at the labor cost of production, $1 an
hour and s$t1o an hour. The $1 an hour worker must work 10 hours to
buy one of the widgets of the s10 an hour worker but, with the money
earned in the same 10 hours, the $10 an hour worker can buy 100 of the
widgets of the $1 an hour worker. While in a homogenized market of
many producers (a mixture of high-paid and low-paid labor) there is a
1o times differential in buying power, at this ten times wage differential,
in direct trades between each other — or between countries — there is an
exponential roo times differential in retained wealth.™

Indeed, a capitalist employing a worker at $20 per hour can sell and still
make a profit even when competing against capitalists employing workers
at $1 per hour, as can be seen from the following useful example:

[A] capitalist takes $21 to pay for one hour of labor from worker A at $1/
hr and one hour of labor from worker B for s20/hr. The end result is a
commodity which the capitalist sells for $36, yielding a profit of s15.In
this case, labor in its abstract (or ‘socially necessary’) form creates $18/hr
in value (the full value of the commodity ($36), divided by the two hours
which produced it), and this represents the value of labor.

In this example, worker B is paid s$20 for an hour of labor power: this
price of labor power is higher than the value of labor. In this case, for one
hour of work worker B is able to purchase 1.11 hours of abstract labor.
Consequently, worker A must work 18 hours to purchase the one hour
of abstract labor. To clarify further: in this example, $17 in surplus value
is exploited from worker A (the abstract value of labor ($18) minus the
price of labor power paid as wages (s1)). Of this $17, s15 is kept by the
capitalist and s2 is handed to worker B on top of the full value of labor.
Functionally, worker B is an exploiter.”s

According to Smith, the exponential capital accumulation advantage
of the higher-paid nation is equal to the high pay divided by the low pay
squared, or (Wr/Wp)* = A, where Wr is the wages paid to equally productive
labour in the rich country, Wp is the wages paid to equally productive labour
in the poor country, and 4 is the capital accumulation advantage of the
well-paid nation. In Smith’s example above, if s 10 is earned by the well-paid
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worker for every hour of her labour time, and s1 is earned by the low-paid
worker for every hour of her labour time, the capital accumulation advantage
is 100 to 1."® Whereas labour everywhere is equally capable of producing
the same use values per hour given equal access to the technology, training
and markets denied poor countries by the global North’s monopolisation
of land, resources, technology and high wages, even today the labour of
workers in non-mechanised industries such as strawberry pickers, janitors,
guards and so on, as well as a large part of the industrial labour of the global
South is of equal productivity around the world.

The product that export platform countries in the developing World
are selling is not merely cheap labour, but highly productive labour. In
Singapore McGraw Hill produces in one year an encyclopedia that takes
five years to produce in the U.S. ... Mexican metal workers are 40 per cent
more productive than U.S. workers, electronics Workers 10 to 15 per cent
more productive, and seamstresses produce 30 per cent more sewing per
hour than their U.S. counterparts.’”

Smith concludes that ‘whenever the difference in pay is greater than the
difference in productivity, a part of the production of the low-paid worker
or nation is transferred to the high-paid country’.”® In order to purchase a
part of the manufactured output of the most industrialised countries, largely
produced using Third World resources, dependent societies must sell a
larger share of their own accumulated wealth. Alongside money wasted on
the purchase of the West’s military goods and the corruption of comprador
elites, the indebtedness of the global South increases and, in turn, servicing
that debt requires the sale of ever more resources."

To maintain the resultant flow of uncompensated value transfer, the impe-
rialist countries have denied other nations the use of technology and access
to markets by means of monopolistic control of both. When any country
threatens to make a decisive break in the imperialist chain of value creation
and distribution, they are forcibly pushed back into line, as the history of
foreign interventions over the past century and more amply attests.>

MONOPOLY CAPITAL AND THE IMPERIALIST
TRANSFER OF VALUE

The relative absence of competition allows monopolies to capture a large
share of the profits (and surplus value) generated in the entire commodity
chain of which the monopolised segment is a part.”’ Large multinational
corporations (MNCs) are able to increase their market share through
purchasing smaller and more localised firms, dictating the prices, terms and
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conditions, and policy frameworks through which production is regulated.

As Norfield writes:

Imperialism involves the control of the global economy by groups of
monopolistic companies. These can exert power over the operation of
markets, whether by price fixing, by cutting prices to drive out competi-
tors or by other means. For example, one clue to the nature of the world
economy today is that the number of mobile phones sold worldwide in
2014 was 1.9 billion, but 41 per cent of these were made by just three
companies: Samsung (South Korea), Apple and Microsoft (both US).
Add just another eight companies and the total market share of this still
small group rises to two-thirds. This despite the many changes in mobile
phone technology over the last three decades, which might have been
thought to work against such monopolistic developments.>*

New firms entering the market face serious obstacles in competing with
both the leading system integrator firms (those companies specialising in
bringing together component subsystems and ensuring that those subsystems
function cohesively) and those firms occupying the ‘commanding heights’in

virtually every segment of global supply chains (Table 3.1).

Firms from developing countries are joining the ‘global level playing field’
at a point at which the concentration of business power has never been
greater. In developing countries that liberalized their business systems
in line with the Washington Consensus policies, oligopolies were estab-
lished not only by the world’s leading systems integrators but also in the
upper reaches of the supply chain. Few people can imagine that just two
firms produce 75 per cent of the global supply of braking systems for
large commercial aircraft, that three firms produce 75 per cent of the
global supply of constant velocity joints for automobiles, or that three
firms produce 8o per cent of the global supply of industrial gases.*3

The commanding heights of global capitalism are dominated by firms from
high-income countries. Despite the number of firms from low- and middle-
income countries in the Financial Times F'T 500 index having increased
from eight in 2000 to 79 in 2010, this is a very small number in relation to
the combined population of these countries. Moreover, those developing
country firms that do feature in the F'T 500 are concentrated in a narrow
range of sectors, including 23 banks, 16 oil and gas producers, 11 metals
and mining companies, and 9 telecommunications service companies. Most
of these firms operate in protected domestic markets and are often state-
owned enterprises which cannot be acquired by multinational companies.
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In the 2010 FT 500 there were no developing firms in aerospace, chemicals,
electronic and electrical equipment, retail, gas, water and utilities, health
care, pharmaceuticals, industrial engineering, media, oil equipment and
services, personal goods, or information technology hardware, and there was
just one in the automobile parts and components sector.>*

In terms of research and development, developing country firms lag far
behind those from high-income countries, with firms from the United
States, Japan, Germany, France and the United Kingdom accounting for
fully 8o per cent of the world’s top 1,400 (G1,400). Five small European
countries (Denmark, Finland, Sweden, Switzerland and the Netherlands),
with a combined population of 42 million people, have 132 firms in the
G1,400, while four ‘BRIC’ countries (Brazil, Russia, India and China), with
a total population of 2.6 billion, have 34 firms in the G1,400. The low- and
middle-income countries as a whole, which have 84 per cent of the world’s
population, have a total of just 37 firms in the Gr,400.?5

Tuble 3.1 Industrial concentration among systems integrator firms, 2006—09

Industrial Sector Number of Firms  Global Market Share (per cent)
Large commercial aircraft 2 100
20-90 seat commercial aircraft 2 75
Automobiles 10 77
Heavy-duty trucks 4 89¢
Heavy and medium-duty trucks 5 100°
Fixed-line telecoms infrastructure 5 83
Mobile telecoms infrastructure 3 77
PCs 4 55
Mobile handsets 3 65
Smartphones 3 75
Plasma TVs 5 80
LCDTVs 5 56
Digital cameras 6 80
Pharmaceuticals 10 69
Construction equipment 4 44
Agricultural equipment 3 69
Elevators 4 65
Soft drinks 5 >50
Carbonated soft drinks 2 70
Beer 4 59
Cigarettes 4 75¢
Athletic footwear 2 55

Notes: All estimates of global market share are rough approximations only.
a. NAFTA only.

b. Europe only.

c. Excluding China.

Source: Nolan 2012, p. 18; Financial Times, various issues; company annual reports.
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Much of the global North’s agricultural consumption, meanwhile,
originates in the global South where it is produced cheaply (often by small
farmers), with as much as 60—70 per cent of Northern food items having
tropical or sub-tropical import content.*® Alongside around 450 million
farm labourers, there are an estimated 1 billion farmers on around 450
million farms worldwide, of which 85 per cent are small-scale. These small-
scale farms produce around half the world’s food, but are paid extremely
low prices for their output while being charged high prices for seeds, fer-
tilisers, pesticides, energy and animal seeds.?” Profits are largely captured
by a handful of the world’s largest companies based predominantly in the
global North. Recent figures show that the concentration of agricultural
production by the global North’s agricultural monopolies (‘agropolies’) has
reached unprecedented heights:

* The market share of the top four livestock breeding companies in the
world is 99 per cent.

* The market share of the top ten seeds corporations is 75 per cent.

* The market share of the top ten fertiliser corporations is 55 per cent.

* The market share of the top eleven pesticide corporations is 97.8 per
cent.

¢ The market share of the top four grain and soya corporations is 75 per
cent.

* The market share of the top ten processing corporations is 28 per cent.

* The market share of the top ten retail corporations is 10.5 per cent
(the hundred largest supermarket corporations had a 35 per cent share
of global food retail sales in 2007).

* Three companies roast 40 per cent of the global coffee harvest and five
companies trade in 55 per cent of the coffee.*®

While primary products such as the above are vital to Third World
economies, the prices assigned to them by the MNCs who dominate their
production and marketing are ‘highly discriminative’.?® In consequence,
only a fraction of the final sales price of these commodities is retained by
the exporting countries.

Growers’ prices ... typically represent a small fraction of the retail price
for finished products, ranging from as low as 4 percent for raw cotton
to 28 per cent for cocoa. Even with bananas, which require almost no
processing, international trading companies, distributors and retailers
claim 88 per cent of the retail price; less than 12 per cent goes to the
producing countries and barely 2 percent to the plantation workers.3°
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Value added at the level of the MNC (as at the level of imperialist
countries and regions) is expanded by externalising costs of production,
especially of intermediate inputs and consumer goods, to low-wage nations.
Commodities produced by low-wage workers in the labour-intensive
export industries, and not just those of the primary goods sector, obtain
correspondingly low prices internationally. As soon as these goods enter
into imperialist country markets, their prices are multiplied several fold,
sometimes by as much as 1,000 per cent. As Chossudovsky comments,
‘value added’ is thus ‘artificially created within the services economy of
the rich countries without any material production taking place’.3* Rather,
the rich, imperialist countries import Third World goods reflecting cheap
labour prices, below their real value as measured in socially necessary labour
time. This underpayment — which Jaffe refers to as ‘hidden surplus value’—
is not justified by any lower productivity obtaining in Third World mining,
agriculture or industry; where entirely different products are produced
(and many of the global South’s agricultural exports, in particular, simply
cannot physically be produced in the global North), productivity data is not
comparable. Where similar or identical commodities are produced in the
global South and the global North, respectively, as in gold, copper, uranium,
and coal mining, oil and iron extraction, as well as in the manufacture of
textiles, automobiles, and even certain heavy and/or high-tech industries,
there is little or no difference in productivity as measured in physical terms,
and the global South is, in fact, more productive in many sectors. Instead,
the process of undervaluation of Third World produce on the world market
may be explained as follows, with reference to African exports:

The low selling price of African products has behind it 500 years of
European undervaluing of African lives, African lands and African
labour and wealth. Marx drew attention once to European undervaluing
of American gold and silver. The undervaluing of African production in
the pre-independence period was standard practice —used also for tax and
customs evasion. But when the imported raw materials are sold as part
of a European manufacture, they are sold at full world value. They are
costed not at import but at world prices. The general rate of profit may
be in the region of 100%, but the profit on the colonial products is 200%,
even 1000%, as shown by recent research into British imports of electrical
products from Hong Kong. The surplus value transferred in this manner
I have called ‘hidden’ surplus value: colonial imports to the imperialist
countries make up about 10% of total national incomes, and the hidden
super-surplus value some 10% or more, so that it comprises the entire
declared surplus value in the gross national products of those countries.
To this major element we must add the surplus value made either through
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direct investments or through the German-developed loan-contract
system; and the Lomé Convention guarantees to Europe a regular supply
of cheap, undervalued raw materials and at the same time preserves the
character of the independent African countries as primary producers and
the colonialist world social division of labour. The combination of the two
methods of super-exploitation, through loans and through undervalued
imports, has frustrated every ambition of independence.3

Transfer pricing is another prominent mechanism of imperialist value
transfer, and occurs when a multinational firm charges its foreign subsidiary
or affiliate above cost for parts, goods and services as a means of reducing its
tax burden. In 1977 the United Nations Conference on Trade and Develop-
ment (UNCTAD) estimated that half of all exports from Africa, 45 per cent
of those from Asia and 35 per cent of those from Latin America to the United
States were intra-firm exports. More recently, in 2009 Folfas estimated that
at least 35 per cent of world trade is intra-firm trade between subsidiaries
and their parent companies, the number of these having increased threefold
from 37,530 in 1995 to 78,817 in 2007.33 The World Trade Organization
(WTO), meanwhile, estimates that fully half of all international trade is
within MNCs.34 The MNCs’ share in global technology transfer is around
8o per cent and 65—70 per cent of this total takes place in intra-firm
exchange.3s Intra-firm trade and the associated transfer pricing has become
a principal mechanism for overcharging on imports and undercharging on
exports in order to hide profits and remit them. Transfer pricing is used
by MNC:s to shift declared profits between jurisdictions with differential
tax rates, thus minimising their legal corporate taxation. A parent company
in a high tax country may purchase goods from its subsidiary in a low tax
country at a price substantially above the market price paid therein. The
subsidiary can then report high profits which will be taxed at a lower rate.3®

Alongside price-setting and transfer pricing,a third way that value is trans-
terred from underdeveloped countries by way of their economic domination
by global North-based monopolies is the repatriation of profits from foreign
investment, almost all of which is under the control of MNCs.37 Capital
exports by the leading monopolies raise profit rates in their countries of
origin by (1) tying unequal exchange to loans; (2) ensuring exclusive orders
for exported commodities at high prices; (3) controlling raw materials
sources; and (4) exacting tribute from indebted nations. Leaving aside the
enormity of portfolio investment whereby the investor is not involved in the
management of a company she or he invests in, between 1970 and 1978,
direct investments in underdeveloped countries totalled $US42 billion,
while profits from these investments repatriated to investing countries
amounted to USs 100 billion.3® Thus for every new dollar invested in the
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underdeveloped countries as a whole during this period, MNCs repatriated
USs2.4 to their country of origin.39 More recently, it has been estimated
that foreign investors take around USs 500 billion in repatriated profits out
of developing countries each year.+°

CAPITAL EXPORT IMPERIALISM

The export of capital to dependent and oppressed nations wherein labour
may be more intensely exploited does not occur only when crises arise in the
imperialist countries, but is the essence of capital accumulation in the age of
monopoly. Export of capital is principally due to monopoly capital’s relative
inability to realise high enough rates of profit domestically in comparison
to returns from exporting capital to a country with higher rates of exploita-
tion. Over time, the increasing organic composition of capital in the home
countries of monopoly capital ensures a correspondingly diminished rate
of profit. This is principally compensated for by investment in colonial and
neo-colonial countries where capital is relatively scarce, where the masses
are subjected by violent means to the rule of foreign capital and where cheap
labour is made abundant by the persistence of pre-capitalist, extraverted
relations of production.*’ Since the rate of exploitation is higher in such
countries, rates of profit in the centres of world capital can be sustained by
those monopoly firms with sufficient global reach.**

The export of capital from the developed to the less developed countries
is disproportionately one-way as can be seen by comparing the foreign direct
investment (FDI) originating from developing countries with that from
developed countries. This generates a net outflow of capital in the form of
repatriated profits, royalties, services, and repayment of debt and interest.*3
Crucially, a greater quantity of surplus value creating labour is commanded
by financially equivalent trade with and investment in the industries of
developing countries than it is in the developed countries.** Were global
South workers involved in the production of commodities for metropolitan
markets suddenly to be remunerated at the same rate as workers therein, the
profit margins of the world’s leading capitalist powers would be wiped out.*s

Critics of capital export as a means of value transfer question why capital
does not simply migrate en masse to the low-wage countries of the world.
Such reasoning does not properly consider that the tendency for the rate of
profit to equalise internationally means that the industry with the lowest
wages is not necessarily the most profitable. Nonetheless, since profit rates
do, in fact, tend to be somewhat higher in low-wage countries (in both
the extractive industries and in manufacturing) a further reason for why
Northern capital does not migrate in its entirety to the South must be
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forthcoming. One may be readily discerned insofar as a total emigration
of capital to the global South would destroy capitalism’s driving engine,
namely, effective demand for products produced in the global North. In
low-wage countries the major consumer base consists of capitalists as
opposed to workers. Since global export outlets are correspondingly limited,
the result of too much capital migrating to the global South would be
economic depression caused by a ‘realisation’ crisis of capital. Producing
cheaply and selling at high prices, therefore, are contradictory goals that
must be balanced by governmental policy.* In particular, protectionist state
intervention in the economy is normally required to curb the potential dest-
abilisation caused by international capital mobility.+”

MONOPOLISTIC VALUE TRANSFER TODAY

Historic forms of plunder, slavery and colonial tribute have given the met-
ropolitan areas of the capitalist world system a historic advantage over the
rest of the world. Since that time, global value transfer has been based, inter
alia, on production monopsonies (where buying power is monopolised),
sales monopolies (whereby selling power is monopolised), exploitative trade,
one-sided tariffs, extortionate loans and unequal exchange rates.** The value
embodied in the commodities of the ‘peripheral’ country greatly exceeds the
price paid for them by metropolitan countries and this difference consti-
tutes a transfer of value to distant buyers.#® Most of this transfer would
not occur in a purely competitive economy, but depends upon the power
of a few metropolitan firms to force down the prices, wages and profits of
highly competitive ‘peripheral’ firms. In this relationship, the latter act as
underpaid overseers of low-wage production for foreign monopoly capital
and to that extent retain the central characteristics of the comprador elites
of the colonial era.s°

In the final decades of the nineteenth century the world economy was
restructured by the metropolitan bourgeoisie in an attempt to reverse
declining rates of profit. This shift in the development of capitalism largely
revolved around the massive export of capital by giant banks and cartels
aiming towards the generation of superprofits through monopolistic control
over international markets. Likewise, from the 1970s onwards, a new impe-
rialist structure emerged to combat declining rates of profit, this time
characterised by a ‘new international division of labour’ (NIDL) entailing
the relocation or outsourcing of metropolitan industry to ‘peripheral’ areas
of the world where labour costs were significantly lower.5” In recent decades,
leading firms have off-shored a majority of production to the (semi-)
periphery. Typically, ‘the lead firm designs the product, establishes patent
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rights over its innovations, develops quality standards for component parts,
organises and governs the supply chain, and controls the distribution and
sales of the final product’.s*

The expansion of manufacturing production has been linked theoreti-
cally and historically to the development of mass consumer markets, with
production and consumption viewed as mutually reinforcing. Echoing
Amin, Heintz suggests that mass production with wage increases tied
to productivity improvements has supported a mass consumer market
in the core countries which, in turn, sustains profits for further capital
accumulation.’3 However, as we have noted, there is an inherent contra-
diction between production and consumption under capitalism, and the
expansion of low-wage production overseas alongside the maintenance of
mass purchasing power in the imperialist countries has proved an enduring
process by which capitalism has managed to overcome its crisis tendencies.
As Patnaik and Patnaik write:

[The] share of wages of the workers in the value added in the metropolis
remains more or less constant, as many argue was the case between the
late nineteenth century and the Second World War and even into the
postwar period. The product wages of the workers in the metropolis, in
other words, increase more or less in tandem with labour productivity.
This acts to keep up the level of aggregate demand in the metropolis and
to keep any tendency towards underconsumption at bay.5

Nonetheless, the globalisation of production processes relying on the
enhanced exploitation of ‘peripheral’ wage-labour has definitively severed
the link between production and consumption at the national level. Simply
put, ‘wages paid to workers in the export sectors of developing countries
do not support purchasing power in affluent consumer markets’.ss The
growth in low-cost imports of particular goods that allow prices to fall and
demand to rise does, however, sustain mass consumer purchasing power in
the affluent imperialist countries despite deindustrialisation therein and
dependent globalisation placing downward pressure on labour’s share of
income everywhere.5

The growth in manufacturing exports worldwide has contributed to
the intensification of trade competition whereby the ‘peripheral’ countries
compete not only with the exports of the established manufacturing sectors
of the core countries, but also with each other to gain access to the markets
of the affluent economies.5” By virtue of their economies of scale and their
brand name recognition, the largest global North-based retail conglomer-
ates, multinationals and intermediate buyers are able to capture more value
added along the global commodity chain than small, competitive producers
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and subcontractors.® As such, dependency increases with export-oriented
industrialisation strategies predicated on supplying the consumer markets
of the affluent imperialist countries.s?

Overall, monopolistic economic position is established by a firm’s securing
low production costs as well as market domination through economies of
scale, technological superiority, barriers to entry, patent rights, advertising,
retail and international laws covering intellectual property rights. The ability
to control the mark-up on the final price of commodities (the difference
between total costs and revenue) enables potential rival corporations to set
high prices so as to obtain high profits at the expense of both exploited
workers and those smaller, far more numerous firms not in a position of
monopoly.*

Monopsonistic position in the global economy, by contrast, is established
when a few buyers dominate a market in which there are many sellers. Met-
ropolitan buyers with monopoly positions in global markets ensure that
fierce competition amongst smaller suppliers forces down costs and prices of
production, as well as profits, the bulk of which accrue to the monopsonistic
buyer.®” In sum, in order to remain a competitive seller in a world market in
which buying power is largely delimited to the metropolitan regions of the
globe, subordinate capitalists must ensure that lower production costs are
reflected in lower prices, and the monopsonistic final buyer thereby becomes
a rentier obtaining imperialist rents. Often, as Clelland remarks, ‘such firms
are double rentiers since their high monopoly profit rates were already based
on technology rents or design rent insured by legal barriers to imitation’.®?

CONCLUSION

Expanded consumption in the metropolitan countries allows for the
increased drain of value based on unequal production prices in the centre
and the ‘periphery’ of the world economy. When unrequited value (or
‘dark value’) is exported to the metropolitan countries from the exploited
countries, it can be distributed in three ways, namely (1) as profits; (2) as
wage payments; or (3) as consumer surplus. Clelland estimates that whereas
around 15 per cent of this unpaid surplus value transfer is transformed into
profits, and 15 percent into wages, the vast majority of it is captured by
metropolitan customers. Clelland calls the difference between the price of a
commodity were it to be produced in the core countries and the actual price
that benefits from the cheapness of ‘peripheral’labour the consumer surplus.®3
He estimates that at the bare minimum, global value transfer is worth at
least USs 4,000 annually to average metropolitan households and concludes
that collectively these gain more than the capitalist class itself.



4
Unequal Exchange

Unequal exchange occurs where there is a discrepancy between the value of
a country’s exports and that of its imports as measured in terms of labour,
world market prices (actual or ideal) or ecological footprints. Non-equiv-
alence arises when the current prices differ from the ratios of inequality
inherent in one or all of these measures. As such, where prices do not
accurately reflect the indirect and direct inputs of labour (or of biomass) in
the imports and exports of two countries, one country may be said to use
international trade to exploit another in terms of labour (or of biomass).”
We will examine here two forms of unequal exchange of embodied labour
hours whereby divergent sums of productive labour are bought and sold in
international trade. We argue that rents accrue through unequal exchange
to (1) capitalists afforded additional profits and profit-making opportuni-
ties by their possession of industrial, technological, financial and military
monopoly and (2) metropolitan labour afforded high wages based on what
Emmanuel refers to as ‘institutionally different’ rates of exploitation in the
core and ‘periphery’ countries of the global economy, respectively.?

In terms of the rents accruing to capitalists we signify productivity and
capital gains based on the different capital intensities of international
firms engaged in trade with one another. An enduring historical system of
political oppression underlies all processes of unequal exchange between
the centre and the ‘periphery’ of the world economy. As such, these, too, are
‘institutional’ differences given international relations based on monopolies
of force, industry and finance In the second category, we primarily
intend unequal exchange per se, that is, imperialist trade gains based on
the payment of divergent, institutionally inscribed wages in the core and
‘periphery’ countries of world capitalism, respectively. We suggest that
monopoly capitalism can reinforce processes of unequal exchange based
on metropolitan labour’s high wages insofar as global patterns of retail
monopoly militate against too severe reduction of metropolitan incomes.
Conversely, compared with the labour aristocracy, transnational investors
may be less interested in maintaining high metropolitan wages at the
expense of immigrant labour, or at the cost of placing greater restrictions
on international trade.
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UNEQUAL EXCHANGE BASED ON DIFFERENT
ORGANIC COMPOSITIONS OF CAPITAL

Trade between firms and industries with a low and high ‘organic composi-
tion of capital’, respectively, ensures a transfer of value from the former to the
latter. Marx refers variously to the fechnical composition of capital, the value
(or price) composition of capital, and the organic composition of capital. He
writes: ‘I call the value composition of capital, iz so far as [emphasis added]
it is determined by its technical composition and mirrors the changes of
the latter, the organic composition of capital [emphasis in the original].”* For
Marx, as capital (dead labour) accumulates and is increasingly employed
relative to wages (living labour), the organic composition of capital rises and
the rate of profit tends to fall. The qualifier emphasised in the above quote
is, however, highly significant since the value of labour-power (what Marx
called variable capital) ‘can change without any change in the technical com-
position in circumstances in which workers themselves can receive more or
less, while producing with the same technology’.s

As capital is withdrawn from industries with low rates of profit and
invested in those with higher rates, output (supply) in the former declines
and its prices rise above the actual sums of value and surplus value the
particular industry produces, and conversely. Thus capitals with different
organic compositions (the ratio between constant and variable capital)
ultimately sell commodities at average prices and surplus value is distributed
more or less uniformly across the branches of production according to the
proportional share of capital — constant and variable — advanced.

Marxist economist Michael Roberts has noted how Marx discerned two
types of ‘rent’, that is, the capacity to appropriate (as opposed to generate)
additional profit in the global economy. He writes:

The first [type of rent is] ‘absolute rent’ where the monopoly ownership
of an asset (land) could mean the extraction of a share of surplus value
from the capitalist process without investment in labour and machinery
to produce commodities. The second form Marx called ‘differential rent’.
This arose from the ability of some capitalist producers to sell at a cost
below that of more inefficient producers and so extract a surplus profit —as
long as the low cost producers could stop others adopting even lower cost
techniques by blocking entry to the market, employing large economies
of scale in funding, controlling patents and making cartel deals. This
differential rent could be achieved in agriculture by better yielding land
(nature) but in modern capitalism, it would be through a form of ‘techno-
logical rent’; i.e. monopolising technical innovation.®
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Monopoly firms can extract imperialist rent from producers with insti-
tutionally lower capital intensities. Polish socialist Henryk Grossman
(1881-1950) was the first economist to develop a theory of value transfer
based on Marx’s ideas on non-equivalent exchange according to different
organic compositions of capital (namely, the ratio between constant and
variable capital outlay, that is, between the price of raw materials and
fixed capital and the price of labour-power). In the following hypothetical
situation, labour is exploited at a rate of 100 per cent in Europe and only
25 per cent in Asia, with different relative quantities of fixed capital used in
each region. Here ¢ = constant capital, v = variable capital, s = surplus value,
the rate of exploitation (rate of surplus value) = s/ and the rate of profit =
s/(c+ v).

In Asia, the value of the product is 16¢ + 84v + 21s = 121, and the rate of
profitis 21/100 = 21 per cent.In Europe, the value of the product is 84¢ + 16v
+ 165 = 116, and the rate of profit is 16/100 = 16 per cent. For Grossman, in
trade between the two countries the output of the more developed capitalist
country with a higher average organic composition of capital is sold at prices
above its value (the quantity of average socially necessary labour embodied),
while the converse is the case with less developed ca