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Preface 

This volume is a product of the Trajectory Research Working Group of 
the Fernand Braudel Center for the Study of Economies, Historical 
Systems, and Civilizations of Binghamton University. 

Participants in the Trajectory Research Working Group, other than 
those who are listed as co-authors of this book, who wrote working 
papers in the course of the project were: Farshad Araghi, Shuji Hisaeda, 
Hakiem and Margo Nankoe, and Jose A. Mota Lopes. In December 
1992, the Group submitted its interim findings to a group of scholars 
who came to Binghamton for a three-day seminar: Bruce Cumings 
(History and Political Science, Northwestern University), David Gordon 
(Economics, New School for Social Research), Otto Kreye (Starnberger 
lnstitut, Germany), Saul Mendlowitz (World Order Models Project, New 
York), Alejandro Partes (Sociology, Johns Hopkins University), Robert 
Wade (Development Studies, University of Sussex, UK), and Boavenruca 
de Sousa Santos (Centro de Estudos Sociais, University of Coimbm, 
Portugal). Their wise and lively comments forced us to reflect upon our 
arguments and reorganize the structure of our narrative. We greatly 
appreciate their willingness to assist us in this way, and are not author­
ized to absolve them of their inability to convince us about all the 
errors in direction we may have been taking. Firuilly, throughout the 
project, Satoshi Ikeda has served as Scientific Secretary with diligence 
and good humour. 

The project was funded by the John D. and Catherine T. MacArthur 
Foundation as one-half of a project entit1ed 'Hegemony and Rivalry in 
the World-System: Trends and Prospective Consequences of Geopolitical 
Realignments, 1500-2025'. The three principal investigators were 
Giovanni Arrighi, Terence K Hopkins and Immanuel Wallerstein. The 



other half of this project concerns a comparison of the historical patterns 
of diffeunt past hegemonies and transitions from one hegemonic regime 
to another. We are very grateful to the MacArthur Foundation, and in 
particular to Kennette Benedict, that they were willing to accept our 
thesis that, to understand the present dilemmas of the wodd.system, we 
had to start the story circa 1500. 
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The World-System: Is There a Crisis? 

Terence K Hopkins 
and Immanuel Wallerstein 

The 1990s is a period of great political uncertainty, intellectual unclarity, 
and diffuse social £ear throughout the world-system. For some analysts, 
this is merely the result of a jin-dl-sikle psychology, compounded by our 
coming not merely into anolher cenmry but especially into another 
millennium. Many other analysts, however, take the evolving situation 
as reflecting much more serious matten. And the latter view finds more 
resonance in world public opinion. 

The first great uncertainty is how we should collectively assess the 
period we have just lived through, 1945-90. It \WS in many ways a 
remarkable historical period. It was the moment of the most massive 
expansion the world-economy has experienced in the whole of the 
500-year existence of the modern world-system. It was also the period 
of the most massive decolonization that has occurred since that of the 
Americas in the fifty years between 1775 and 1825, and this time it was 
not a decolooization by White settlers but by the non-White popu­
lations of the world. It was tina:Uy the period of an extraordinarily 
intensive so-called Cold War that embraced all the zones of the world­
system and seemed to end spectacularly with the literal dissolution of 
one of its two formidable protagonists. 

'Who won what?' is a question on the minds of many. And will we 
now enter into a new world order, as George Bush once promised us? 
To judge by current reports, it would scarcely seem so. Daily we read 
a litany in the newspapers of social disintegration in ever more parts of 
the world - the Balkans, the Caucasus, Africa, the Caribbean and Los 
Angeles, to start with. The long-standing Western faith in the inevita· 
bility of progress, the certainty that both greater prosperity and greater 
freedom would accrue to everyone's children and children's children has 



TIM Age o/ Transition 

been called into serious question in recent years. Yet this faith underlay 
the rhetoric of the USA - its statesmen, policy-makers, and academics 
- throughout the Cold War. It is in the name of this f.Uth that George 
Bush assured us a 'new world order'. 

In this volume, we seek to assess what happened in the world-system 
between 1945 and 1990, in order to make plausible projections about 
the trajectory of the world-system in the next twenty-five to fifty years. 
The years 1945-90, however, cannot be appropriately appreciated with­
out understanding that they are merely the latest period in the long 
history of the modern world-system, a historical social system which 
originated in the sixteenth century. For, since then a whole series of 
institutional domains have been constructed and reconstructed. These 
institutions continued to organize peoples' activities in the fifty years 
since the end of the Second World War and, in our view, will continue 
to organize them, perhaps with increasing difficulty, over the next twenty­
five to fifty years. 

We call these evolving institutional domains 'vectors' of the world­
system, meaning complexes of processes that provide the continually 
evolving structured frameworks within which social action has occurred. 
Over its historical existence the modern world-system, in our view, has 
developed six such distinguishable but not separable vectors: the inter­
state system, the structure of world production, the structure of the 
world labour force, the patterns of world human welfare, the social 
cohesion of the states, and the structures of knowledge. 

None of the six has (or, in our view, could have) developed in 
isolation from the others. The vectors are not at all to be thought of 
as loci of autonomous forces. They form, rather, the minimum array of 
interrelated facets of a single, imperfect, organic whole, each vector 
quite dependent on the others. Any shock, or blockage, or trans­
formation within any one of them or among them affects all the others, 
and usually soon, visibly and consequently. 

The interstate system is not something that has always been there. It 
was a creation of, and in turn a formative element of, the modern 
world-system. Its geographic scope and political depth have expanded 
in tandem with the spatial expansion of the axial division and integration 
of the labour processes forming its increasingly complex production 
system. It has been constructed of many pieces, including diplomacy 
and the rules governing extraterritoriality, the protocols governing inter­
state treaties, and the various trans-state institutions. But above all, the 
interstate system is a matrix of reciprocal recognitions of the (limited) 
sovereignty of each of the states, a framework that has been (more or 
less) enforced by the stronger on the weaker and by the strong on each 
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other. Occasionally, but repeated1y, one power has been able to g2in 
such a strong position that we can speak of its exercising hegemony 
over the system. When the interstate system is, rather briefly, in a phase 
of hegemony (as opposed to the more usual situation of a balance of 
power, or great power rivalry), one state credibly and continuously 
demonstrates its 'leadership' by shaping systemic structures, and having 
its systemic policies ahnost always accepted not merdy by weaker states 
but by other strong ones as well. The hegemonic power has more say 
than that merely ensured by naked power, yet less than that which 
would be guaranteed to a fully legitimate authority. It is in short a 
hegemonic power in a world-economy, and not a world-empire. After 
1945, the USA was in just such a situation of power. 

The interstate system established the framework within which wars 
have so far been fought. But even more importandy, it created the 
framework that has constrained and shaped the workings of the osten­
sibly free (world-)market through which the world production system 
presumably has been operating. In the modern world-system, world 
production has been carried on by the rules of the capitalist world­
economy in which the institutionalized primary consideration of those 
who own or control the means of production is the endless accumu­
lation of capital. Not all producers have necessarily been individually so 
motivated, of course (nor have they always acted in accordance with 
transforming wealth into capital as their objective); but those which 
were in fact so motivated have recurrendy survived and flourished better 
than those which were not. We call it a 'world' production structure 
because, across the 'world' in which it occurred (today the entire globe, 
but in the beginning only part of the globe), there has eJcisted a net­
work of commodity chains which linked production activities across 
multiple political jurisdictions, such that almost never could any single 
state place under its jurisdiction all the processes of production needed 
that are integral to any of the major economic activities located within 
its borders. Necessarily, then, the interstate rdations governing the link­
ages affected in important ways the profitability of any production 
activity in that state's domain. Profitability has therefore been a function 
only in part of world market competitivity (the buzz-word of the 1990s). 
It has always been at least as much a function of the degree to which 
producers, with the aid of states, have been able to create conditions of 
relative monopolization of factors of production. And while old 
monopolies have always been disintegrating under the pressure of new 
entrants (from anywhere in the world-economy) into a (profitable) 
market, those with a combination of much accumulated capital, entre­
preneurial skill, and extensive political access have always (or almost 
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always) been able to create new monopolies, which again lasted for a 
while, Such global partial monopolies are often referred to by the less 
contentious name of 1eading industries' and it is the repeated creation 
of such industries that has accounted for the repeated great expansions 
of the world-eeonomy, just as their exhaustion has accounted for the 
stagnations. 

The process of accumulating capital on a world scale required the 
continual development of the world's forces and means of production. 
This process was a very uneven one, and thereby continually repro.. 
duced and deepened what we call the core-periphery zonal organiza­
tion of world production, the basis of the axial division and integration 
of labour processes. The construction historicaUy of the Dlpitalist world­
economy as world-system has entailed the establishment of commodity 
chains of production extending backwards from the organizing centres, 
at first all in Western Europe, into what were areas (and peoples) initially 
external to the relational processes and structures forming the growing 
world-system. This systemic and ongoing peripheralization, within the 
capitalist world-economy, of most of the world's peoples and production 
processes and the location of core processes in a few centres accounts 
in our view for the massive and ongoing inequalities of well-being among 
and within the state jurisdictions of the system. 

Accordingly, just as there have been stronger and weaker states 
(gauged by military strength and political efficacy), so there have been 
core zones that have tended, by definition, to monopolize the high­
profit monopolies while the peripheral zones housed production 
processes operating within truly competitive markets and hence charac­
terized by truly low-profit activities. This relational inequality underlay 
the continuing political tensions among and within the states of the 
system. It is not one that can ever be overcome as long as the endless 
accumulation of capital remains the primary goal, since the endless 
accumulation of capital requires the existence of high profit (necessarily 
largely monopolized) economic activities. To the extent that everyone 
would seek to engage simultaneously in these high-profit activities, the 
boat would become 'overloaded' and accumulation would dry up. Hence 
the uneven distribution of rewards has been the necessary pendant of 
capital accumulation, and is fundamental to the system. 

This requirement of unevenness has been integral to the continuing 
formation of the world labour force. If the ways in which labour was 
remunerated would everywhere have been the same, profit levels would 
have been everywhere the same and therefore low. 'While monopobstic 
loci in the extended commodity chains may themselves have had 
relatively smaU and highly paid workforces, their high levels of profit 



Terentt K Hopkins and Immanuel Wallerstein 

have been dependent on the much lower wage levels of those who 
produced the multiple inputs, and the inputs to the inputs, that they 
utilized in these loci. The world labour force has thus constituted a 
vested hierarchy within the multiple commodity chains. 

Hence, as we look across the world at those segments of the com­
modity chains we call peripheral, we find modes of remuneration of 
labour where the bargaining power of labour has been politically con­
strained more strongly than in the core zone. One major mechanism of 
such constraint has been coerced employment (ranging from slavery to 
debt controls to various kinds of 'customary' arrangements). Another 
major mechanism, less obvious and less visible, has been the con­
struction of forms of householding that require signHicant inputs of 
unremunerated labour to supplement wage income, thereby permitting 
reductions of labour costs to the employers of wage workers (which in 
effect involves a transfer of household members' surplus-value to the 
employers). 

The world labour force, however, has been structured not only by 
the multiple employers and the states. The workers have themselves 
been involved in structuring the labour force - by syndical action, by 
migration, by the creation of solidarities and mutualities. Over time, the 
interacting pressures have frequently led to situations in which options 
for employers have been limited, reduced or transformed. One major 
form this has taken has been the putting forward by the workforce of 
new kinds of demands on state structures, which in turn have affected 
the ability of the states to operate geopolitically and, in particular, to 
house highly profitable economic activities. There has grown up a system 
of 'social wages' that has to be taken into account in calculating the real 
remuneration of workers. The three major fields in which such social 
wages have been located are education, health, and a generic field we 
may call redistributive allocations (such as pensions, unemployment 
payments, equity payments). The question that is always pertinent, of 
course, is whether there has been real redistribution from capital to 
labour, or simply a reshuffling of income already obtained by workers 
from one form to another. 

It is only when we calcuJate all the forms of income that we can 
assess the vector of human welfare, but this vector is crucial in terms 
of the political stability and economic efficacy of the world-system. Not 
only is the true spectrum of human welfare a major evolving condition 
but so is the perceived spectrum. The unevenness of world productive 
activity has been reflected, even exaggerated, in the unevenness of world 
welfare outcomes - which have varied geographically, cyclically and 
historically. The belief in long-term welfare convergence has been a 
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major ideological underpinning of the world-system. But the perception 
of convergence and of its converse, polarization, has been a function in 
large part of what has been measured, when, and by whom. One of the 
secular shifts in the world-system has been the increased collective ability 
to measure convergence/polarization of world welfare effectively. And 
the results of such a more careful look have not always been dose to 

what official views have argued. 
The realities of interstate conflicts plus worldwide competition for 

profits, plus the constant attempts to mould a world labour force that 
would be available, efficient but not too costly, plus the increasing 
attentiveness to the diverging quality of world welfare have added up to 
a tumultuous world-system, riven by constant violence and rebellious­
ness. What has held the system together more than anything else amidst 
this nunult have been the historic efforts to create ever more cohesive 
state structures and the elaboration of structures of knowledge that 
have served to legitimate the system. 

The state structures have been getting steadily stronger for 500 years, 
their governments having sought to ensure internal order by an effort 
to monopolize the means of violence. They have sought to strengthen 
control of their borders, defining who and what may pass in either 
direction. To be sure, no state has ever achieved total internal or externaJ 
control. And quite obviously some states have historically done much 
better in this regard than others - this is one aspeet of what we mean 
by distinguishing between stronger and weaker states. But aJmost aU 
states have been part of the long·term secular trend of strengthening 
the state, albeit with many short-term reverses of course. 

The abilities of states to enforce order has been a function of their 
ability to command resources (taxation) and therefore {'ersonnel (bureau· 
cracy), and of the acceptance of their rule because of services provided 
(security, infrastructure, expansion of human welfare levels). In all of 
this, states have not of course been 'neutra1' arbiters (far from it), but 
all governments have regularly claimed to be both effective managers of 
'national interests' and guarantors (aJong with the governments of other 
states) of the long-term stability of the world-system and its overall 
capacity to ensure the endless accumulation of capital. 

Governments have increasingly utilized the glue of social cohesion 
in their efforts to achieve these objectives, and the major vehicle of this 
cohesion has been what we call nationalism (or patriotism). The basic 
theme of nationaJism is that no matter how diverse the social situations 
and interests of those located within the state, they are (or should be) 
unified affectively by a common (and somewhat mythical) consanguinity 
and/or ascriptive aJlegiancc:, thereby legitimating the state's rule. 
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Nationalism has always involved one complication, the decision of 
who was to be included in the affective entity. The group was never 
defined as everyone merely resident in a state's jurisdiction. Nationalists 
often wished to include some who were not resident in the state (which 
in turn could become a call to irredentism), as well as to exclude some 
who were. Of course, a nation is a nation in the eyes of the beholder, 
and those eyes vary. In addition, to the degree that the requirements of 
the structuring of the world labour force have led to widely differing 
modes of labour remuneration within state boundaries, there has always 
been pressure to define the 'nation' as including only one part of the 
workforce, commonly defined by racial or ethnic criteria. And to the 
degree that these requirements have led to widely differing modes of 
labour remuneration (11110ng states, this pattern has commonly needed 
the justification of racism. 

Thus 'nationalism' has quite frequendy directly implied racism. But, 
of course, in historic reaction, the ideology of nationalism was appro­
priated by antisystemic movements in the struggle against racism -
which is what we mean by 'national liberation movements'. Nonetheless, 
on the whole and over time, nationalism - as the principal legitimation 
of the state-system - has been more of a stabilizing than a destabilizing 
force of the modern world-system. 

The story becomes clearer, if more complicated, when we look at 
the structures of knowledge. The single most important innovation in 
the structures of knowledge of the modern world-system was the dis­
placement of philosophy/theology by science as the central orgrullzing 
metaphor of knowledge, and indeed the dominance of one particular 
mode of scientific method (which we may label simplistically 
'Newtonian}, which has claimed to be the only legitimate mode of 
scientific endeavour, 

A crucial element in Newtonian science has been lts claims to 
universalism, a theme that was directly reflected in liberalism, the domi­
nant world ideology of the last two hundred years, and the one that 
came to define the geoculture of the wotld-system. The most reassuring 
element in liberal ideology was its argument concerning the trajectory 
of the multiple vectors of the world-system. Liberalism preached the 
inevitable triumph of an incrementalist convergence in human welfare 
as well as the eventual virtua1 elimination of violence that would result, 
it claimed, precisely from the increasing cohesion of the states resulting 
from the lessening of inequality. In a sense liberalism offered the practice 
of patient reformism to remedy tumult and civilization's discontents. 

liberal universalism seemed to be in direct opposition to racism and 
sexism. In fact it was in symbiotic tension with them, a relationship to 
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which we have just alluded in the discussion of the role of nationalism 
in strengthening the social cohesion of the s~tes. Liberalism's success 
as a mode of containing discontent and tumult was a direct function of 
the evidence its protagonists could present of incremental social 
'progress', a thesjs they were able to support quite well in the nine­
teenth century, but which has been much more diflicult to argue 
consistendy in the twentieth century. 

Nonetheless, the combination of nationalism plus scientism/ 
universalism/liberalism as the main elements in the geoculture of the 
world-system served for a very long time to obscure the tensions of the 
world-system and thereby in effect to hold them in check. The question 
today is: Axe these tensions still in check? Or is there a crisis in the 
world-system? 

To address this issue, we must lirst note one other feature of this 
world-system, a feature it has in common with all other historical 
systems. A historical system is both systemic and historical. That is to 
say, it has enduring structures that deline it as a system - enduring, but 
not of course eternal. At the same time, the system is evolving second 
by second such that it is never the same at two successive points in 
time. That is to say, the system has a history, and it is what it is at any 
given moment not only because of its enduring structure but because 
of its particular (indeed unique) historical trajectory. 

Another way to describe this is to say that a system has cyclical 
rhythms (resulting from its enduring structures as they pass through 
their normal fluctuations) and secular trends (vectors whlch have direc­
tion, resulting from the constant evolution of the structures). Because 
the modern world-system Qike any other historical system) has both 
cycles and trends - cycles that restore 'equilibrium' and trends that 
move 'far from equilibrium'- there must come a point when the trends 
create a situation in which the cyclical rhythms are no longer capable 
of restoring long-term (relative) equilibrium. When this happens, we 
may talk of a crisis, a real 'crisis', meaning a turning point so decisive 
that the system comes to an end and is replaced by one or more alter­
native successor systems. Such a 'crisis' is not a repeated {cyclical) event. 
lt happens only once in the life of any system, and signals its historical 
coming to an end. And it is not a quick event but a 'transition', a long 
period lasting a few generations. 

In the terminology of the new science, this is the moment when the 
system bifurcates; that is, when the Ructuations away from equilibrium 
are so great that the curve Aies off to form one or more new orbits. 
There is always more than one possibility at this point, and there is no 
way of determining in advance what the outcome(s) will be. All one can 
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do is assess the likelihood that we are approaching a bifurcation (or are 
already in the midst of one). 

This is the object of the research design for this book. When we 
look at the period 1945-90, we immediately notice a few things about 
it. It starts out as a period of incredible global economic expansion 
which then slows down. It starts out as the period of unquestioned US 
hegemony in the world·system and then this hegemony begins its decline. 
We have identified the moment of shift for each of these two phenomena 
as 1967/73. 

Periods of global economic expansion and contraction are some· 
times referred to as Kondratieff cycles. They typically have lasted 45-
60 years, and are sometimes alluded to by historians when they speak 
of an era of prosperity or one of great depression. We believe that a 
Kondratieff expansion or A·phase began circa 1945 and reached its 
peak in 1967/73, whereupon it was followed by a stagnation or B-phase 
which is continuing into the 1990s. If we have stopped the story at 
1990, it is partly because of the geopolitical chronology and partly 
because we did this research as of 1990. 

Hegemonic cycles are far longer than Kondratieff cycles. It takes a 
long time for one major power to win a competition with another 
major power such that it can become fully hegemonic. As soon as it 
does so, it seeks to use its hegemonic position to prolong its power. 
Nonetheless, it is in the nature of the capitalist world-economy as a 
historical system that the very efforts made to prolong the power them· 
selves tend to undermine the base of the power, and thus start the long 
process of relative decline (and, of course, of relative rise of other 
powers aspiring to establish a new hegemony). 

The erstwhile hegemonic power, Great Britain, began its decline in 
the 1870s, and from that moment the USA and Germany began their 
long competition to become the successor world hegemonic power. 
After two world wars (really one long one with some interruptions), the 
USA won unconditionally in 1945. The real era of full hegemony began 
then, but already by 1967/73 US power had begun to erode. 

Hence we see 1967/73 as the peak of two cyclical curves: the shorter 
Kondratieff cycle running from 1945 to 199?, and the longer hege· 
monic cycle running from 1873-(2025/2050?). This by itself is interest­
ing, but in terms of the modern world-system is not unusual. Rather, 
it seems to reflect the normal cyclical workings of the system. The 
question we wish to pose, however, is this: Was 1967/73 also the peak 
of a stiU longer curve, the life curve of this historical system, running 
from circa 1500 to some point in the relatively near future? The life 
curve of a historical system is not bell-shaped, like Kondratieff cycles 
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or hegemonic cycles. Rather, the curve of a historical system tenas to 
go upward monotonically until it reaches its peak, and then to fall with 
relative precipitousness. It is not the graph of a cyclical rhythm but that 
of the combination of secular trends. 

How can we know the answer to such a question? Out methodology, 
we think, is quite straightforward, and speaks direcdy to the question 
posed. We have studied the six vectors previously outlined. We have 
sought to describe each of these vectors of the world-system as a whole 
twice - once for the period 1945-1967/73 and once for the period 
1967/73-1990. We have found considerable differences between the 
two periods for each of the six vectors. This exercise constitutes Chapters 
2-7 of this book. 

We have then tried (m Chapter 8) to put the pieces together into one 
encompassing whole. In comparing the second or B-period findings 
with those of the first or A-period, we have asked how much of the 
changes can be accounted for by what we know of the recurrent work­
ings of Kondratieff cycles and hegemonic cycles. Once we have thereby 
'eliminated' the changes attributable to these two cyclical rhythms, how 
large a residual is there? What kinds of changes in the second period 
cannot be accounted for via either Kondratieff or hegemonic cyclical 
rhythms? We have found some significant ones. And we then ask how 
likely it is that such changes might be the sign of 'crisis', of the begin· 
ning of a bifurcation? 

Finally, in Chapter 9, we try to project a midcUe-term future (1990-
2025). The logic of our exercise is as follows. If indeed 1967/73 is abG 
the beginning of a systemic crisis, of the precipitate downturn, wha1 
might we expect dNting the bifurcation - that is, in the middle rUn? Th( 
short answer is disorder, considerable disorder. But we try to give thi! 
projected disorder more specific characteristics, to elaborate the picture 
and to suggest what we see as some of the real historical alternativl:: 
before us. 

If the outcome is not determined in advance, and hence cannot be 
predicted, that does not mean we must sit by helplessly waiting for the 
hurricane to envelop us. As in any kind of real historical crisis, there 
exist real choices that can be made. Those who discern them ludell} 
and act on them with concerted effort are less likely to lose ilie out 
come they prefer than those who put their faith in the unseen histori~ 
hand. It is to help in this effort that this book is written. 
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The Interstate System 

Thomas Reijer and Jamie Sudler 

From 1945 to 1967/73: The Creation of the Cold War Structure 

After 1945, the United States, the world's number one military power 
and the only power to have nuclear weapons, took the lead in establish­
tng a new structure for the interstate system. After dropping atomic 
bombs on Japan on 6 and 9 August 1945, the USA felt itself somewhat 
released from the limitations on its freedom of action inscribed in the 
agreements negotiated by the three Great Powers at Yalta (Alperovitz, 
1985; Davis, 1986: 182-3). The USSR, though some distance behind 
the USA in terms of military power, was nonetheless the second great 
power, and it is not surprising in retrospect that two blocs developed 
around this military dichotomy (Gaddis, 1987: 221). Still, although the 
US and Soviet blocs or spheres of influence were actually in place 
before the war was over, it would be some time before Roosevelt's one­
world universalism would be replaced by Truman's two-bloc Cold War 
order and the attendant remilitarization of interstate relations 
(Schurmann, 1974: 3-8, 13-16, 39-107). 

The Yalta Conference in February of 1945 set the seal on the creation 
of these two blocs (Barnet, 1983: 96). The USA agreed to hmit itself 
primarily to its own bloc, as did the Soviets (Keal, 1983: 84, 93-4; 
Barnet, 1983: 107; Davis, 1974: 167-8, 184). For example, the USA, 
long dominant in Latin America, reaffirmed this domain, obtaining Latin 
American adhesion to the Act of Chapultapec in 1945, which sealed a 
military alliance for the Western hemisphere (Keal, 1983: 1 08). 

It was, however, the monopoly of strategic nuclear weapons by the 
United States that more than anything else allowed it 'to claim rights to 
tntervention in what amounted to a "sphere of predominant influence" 
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that ran right up to the borders of Soviet or Chinese occupation every­
where in the world', creating a 'historical legacy' that would live on 
throughout the postwar era (Ellsberg, 1981: xi). Thus, with the end of 
the Japanese Empire and as British and French imperial power waned 
in the Middle East and Asia, the USA picked up the baton, first with 
the Truman Doctrine for Greece and Turkey (thus securing US influence 
over Middle East oil) and later in Northeast and Southeast Asia. The 
USA thereby locked its allies into a dependent relationship through its 
provisioning of global security combined with its control over the flow 
of both oil and agricultural goods. 

A second key element was the fact that all the major industrial 
economies other than the USA had been destroyed or massively damaged 
by the war. Economic conditions throughout Europe were very difficult 
in the years immediately after the war, a situation exacerbated by un­
usually bad weather (Barnet, 1983: 110). There was hunger, disease and 
extreme cold, all of which took their toll on people and animals 
(Solomon, 1982: 14). Additionally, there was much economic disruption 
resulting from the postwar nationalizations and the absence of eco­
nomic coordination among the European states (Barnet, 1983: 113). 
Conditions in Japan were equally difficult, because of both economic 
disruption and political turbulence, including a large left-led labour 
movement (Moore, 1983), as was the case, of course, in France and 
Italy as well. 

The third crucial ingredient at war's end was the wave of revolt 
sweeping through the colonial world. The largest colonial areas were in 
Asia and in Africa. In Asia, all the colonial zones in Southeast Asia had 
been occupied by the Japanese during the war, a fact which had further 
stimulated local nationalism. In general, all the major colonizing powers 
- Great Britain, France, Belgium, Portugal and the Netherlands - had 
lost both power and prestige in their colonies as a result. This put the 
colonial powers in the awkward situation of having to re-establish their 
authority, often in situations where local nationalist movements had 
established de facto control. 

The demands for self-rule and independence by the colonized peoples 
posed both an opportunity and a dilemma for the USA. The USA was 
finally in a position to break open the closed trading blocs of Europe's 
and Japan's territorial empires in pursuit of its worldwide Open Door 
policy. Still, the USA had to be careful. Its European allies were strongly 
opposed to the dismantling of their colonial empires, and in addition 
the USA wished to avoid a revolutionary process of decolonization that 
could pose a threat to US plans to maintain the Third World within the 
core-periphery structure of the capitalist world-economy. 
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As the dominant world power, the USA faced the challenge of 
reconstructing the unity of the capitalist world market based on multi­
lateralism - 'the absence of barriers to the transfer of goods and capital 
across national borders' (Borden, 1984: 6; see Gardner, 1980: 13, 42-
47, 56-62)- while simultaneously creating a favourable balance of power. 
The main threat to multilateralism after 1945 was the dollar gap, the 
$10 billion trade surplus of US exports over imports which caused a 
great shortfall in foreign dollar accounts (Borden, 1984: 6; Leffler, 1992: 
164). 

Ironically, it was the very supremacy of the USA in world production 
and trade that posed the greatest threat to the reconstruction of the 
capitalist world-economy, as fiscal insolvency in Europe and Asia threat­
ened to close the USA out of overseas markets and hence to destroy 
the possibilities of multilateral economic integration. The USA saw these 
countries as markets for its exports, yet Japan and Western Europe did 
not have enough dollars to buy US foodstuffs, raw materials and other 
goods that they depended on for reconstruction (Wallerstein, 1991a: 
26). Furthermore, US-Soviet competition threatened Western Europe 
(and later Japan) with a cutoff of traditional markets and sources of 
supply in Eastern Europe, China and elsewhere (Borden, 1984; Cumings, 
1990: 37). This only increased the dependence of Western Europe and 
Japan on supplies from the dollar area, thus exacerbating the dollar gap. 

Before the war, the USA had regularly run a large trade surplus with 
Europe, a trade that was brought into balance by US purchases of 
primary products from Europe's colonies in the Middle East, Africa, 
Asia, and elsewhere. European countries then acquired these dollars by 
exchanging manufactured goods for raw materials and foodstuffs from 
their colonies and through repatriation of profits from large-scale colo­
nial investments. This triangular trading pattern thus provided a basis 
for multilateral trading relations (Borden, 1984: 21-2). As Europe was 
forced to convert many of these investments into cash to pay for the 
war, it could no longer acquire billions of dollars through profits from 
colonial investments alone and was thus forced to increase its own 
exports in order to generate foreign exchange to meet its import needs. 
This was no small problem given the waning of colonialism and the 
cutoff of markets and non-dollar sources of supply in the Communist 
bloc. 

US leaders feared that economic collapse or disorder would increase 
Communist gains in Western European elections and thus reorient 
continental trade towards the USSR and away from the West (Leffler, 
1992: 163, 188-92). Likewise, in Japan, the USA feared a leftward drift 
and, after 1949, was concerned about the political-economic implications 
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of a renewal of Japanese commercial relations with Communist China 
(Borden, 1984: 22). The USA saw a real danger that if the triangular 
trading patterns - through which Europe earned dollars through US 
purchases of raw materials from their colonies, as described above -
were not re-created worldwide, Europe and Japan would form soft­
trading currency blocs with other countries in their respective areas, 
including the USSR, Eastern Europe, and later Communist China. This 
would then upset both the multilateral trade relations and the balance 
of power that were so essential to the operations of the capitalist world­
economy and interstate system. 

The USA sought to establish the prerequisites for multilateral eco­
nomic integration and intra-capitalist cooperation under US leadership 
by reconstructing Japan and the Federal Republic of Germany as the 
regional workshops of Asia and Europe and reintegrating them with 
their peripheral zones. Specifically, US planners aimed to re-create tri­
angular trading patterns by restoring Europe and Japan as industrial 
producers so they could trade manufactured goods for primary products 
with their former colonies, thus earning dollars and reducing their 
dependence on US primary products and other goods, which was a 
major factor in their dollar shortage (see Leffler, 1992: 468-9). This 
planning also came to include development programmes for the Third 
World, as highlighted in Point Four of Truman's 1949 inaugural address, 
which were seen in part as a way to create alternative markets for 
Europe in the Middle East and other regions (Leffler, 1992: 291). 

In essence, Japan and the Federal Republic of Germany were the 
central props in the maintenance of a favourable balance of power, 
while their revival as industrial workshops was a crucial part of the 
material underpinning for a renewed expansion of the capitalist world­
economy (Borden, 1984: 15; see Leffler, 1992: 498). As always, power 
and plenty, or balance of power and balance of trade/payments consider­
ations, were inextricably linked. 

The Bretton Woods institutions - the International Monetary Fund 
(IMF) and the International Bank for Reconstruction and Development 
(later the World Bank) - were wholly inadequate for solving these 
balance-of-payments problems and thereby creating the conditions for 
currency convertibility. It was the Marshall Plan that served as the stop­
gap measure to deal with the dollar gap and to begin the task of forcing 
multilateralism on the European economies (Wood, 1986: 38; Hogan, 
1987: 130, 133; Leffler, 1992: 233; Block, 1977: 86-92). Still, the Marshall 
Plan provided only a temporary fix to the dollar shortage and a fiscally 
conservative US- Congress was reticent to provide sufficient aid to 
Europe and Japan to overcome this gap (Borden, 1984: 11). 
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The USSR, for its part, feared the influence of the Marshall Plan and 
other US programmes which were predicated on the supposition that 
the Eastern European economy would be reintegrated into that of the 
Western European core in return for US aid. The USA also aimed to 
prevent the emergence of a united Germany that was either aligned 
with the USSR, or even neutral. To this end, US planners viewed aid 
programmes as means to ensure the integration of the western zones of 
Germany - most notably the coveted Rhine-Ruhr industrial complex -
into the orbit of the West (see Leffler, 1992: 277-86; cf. Loriaux, 1993: 
83-110). This conflicted with Stalin's desire to protect the Soviet 
periphery from Western or nationalist influence. As Leffler (1992: 185-
6, 204) notes, 'US officials recognized that they were confronting the 
Kremlin with unpalatable choices. National self-interest, Kennan realized, 
would probably force the Russians to clamp down on Eastern Europe' 
(see also Alperovitz and Bird, 1994: 10). The Soviets did exactly this, 
rejecting Marshall Plan aid for itself, pressuring Poland and Czecho­
slovakia (who were tempted) not to participate, and completing the 
Communist seizure of power in Eastern European states by a takeover 
in Czechoslovakia, which was particularly worrisome to the West since 
it had had a functioning parliamentary system (see Leffler, 1983: 249). 

Then in June 1948, the Berlin crisis erupted when the USA 
announced it would implement currency reform in the western zones 
of Germany. The USSR saw this as a move towards the creation of a 
separate government in the western zones of Germany and the subse­
quent integration of the Federal Republic of Germany within the West­
ern orbit. They moved to blockade goods coming into Berlin. In turn, 
the West responded with an airlift (Leffler, 1992: 184-6, 203-20; Bird, 
1992: 309-11; see Feis, 1970: 267-412). The USA argued that moves 
such as this by the USSR were evidence of aggressive intent, invoking 
memories of Munich and casting the USSR as the successor to fascist 
regimes in Germany and Japan that had previously sought to build 
world-empires (see Dehio, 1962). 

By the late 1940s, the USSR had consolidated its domination of 
Eastern Europe, while the USA had found the beginnings of a solution 
to both the balance of power and balance-of-payments problems in 
Europe and Asia. First articulated with the Truman Doctrine (1947), 
and later with the establishment of NATO (1949), the USA made it 
clear that Communist/Soviet (no distinction was made between these 
two) threats against Western Europe, Greece or Turkey would be met 
by US dollars and force. The 1945 division of Germany into four 
occupation zones was replaced by a more enduring division, the estab­
lishment of two German states. With its atomic superiority, the USA 
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had the confidence it needed to integrate (and eventually rearm) the 
Federal Republic of Germany as part of NATO despite Soviet fe'trs of 
German power and the risks, noted by Senator Vandenberg, that these 
moves 'would institutionalize a permanent cold war', which indeed they 
helped to do (Leffler, 1992: 204, 208-10, 218-19, 277-86, 308, 351, 
498; Alperovitz and Bird, 1994: 3-20; Bird, 1992: 311). Besides, the 
Cold War and NATO were useful, allowing as they did for the contain­
ment of both the USSR and thrusts towards independence by the allies 
of the United States (Costigliola, 1989: 25). 

Nuclear superiority, while crucial for NATO, was also useful in 
backing up US interventionary forces in the Third World (Ellsberg, 
1981: i-xxviii; Leffler, 1992: 443-4; Betts, 1987; Alperovitz and Bird, 
1994: 13-16; Davis, 1982: 35-64). In a circular logic of causation, how­
ever, US intervention in the Third World further increased the need for 
European rearmament and US strategic superiority, lest the USSR 
escalate ongoing Third World conflicts in which the two great powers 
found themselves supporting opposite sides by moving the confrontation 
to Europe, where they had a conventional advantage (Leffler, 1992: 
384). In any event, the establishment of NATO was immediately 
countered by that of the Warsaw Pact, as the Marshall Plan agencies 
were countered by the construction of COMECON. The Cold War was 
being fully institutionalized, at least in Europe. 

The long-term solution to both the balance of power and the dollar 
gap problem in the balance of payments, however, came only in the 
1950s. Dean Acheson, US Secretary of State, and his aide Paul Nitze, 
saw rearmament, or 'international military Keynesianism' (1969), as the 
solution to Congressional reticence to tackle the dollar gap problem 
and related security issues. Nitze outlined this strategy in a key policy 
document, NSC 68 (Borden, 1984). The difficulty arose in finding a 
compelling reason to implement the policy while overcoming the divi­
sions between the two seemingly incompatible currents in foreign policy, 
the nationalist and internationalist, that prevented Congressional author­
ization of the package. 

Congress (especially right-wing Republicans) typified the nationalist 
current, representing as they did mostly local/regional business interests 
and constituencies rooted in the home market, and were extremely 
reluctant to increase taxation to rebuild their former economic and 
military competitors. The internationalist foreign-policy current, sym­
bolized in the cosmopolitan lawyers of the Eastern Establishment such 
as Dean Acheson and John J. McCloy, represented instead the interests 
of multinational corporations and bankers with their keen interest in 
international trade and overseas markets (Borden, 1984: 1 0; Schurmann, 
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1974: 60-65; Bird, 1992: 15-20, 663; Cumings, 1990: 23-31, 79-121; 
Issacson and Thomas, 1986). There was only one issue, fundamental to 
the American people, that could bring the nationalist and internationalist 
currents together: security (Schurmann, 1974: 65-8, 76-107). 

North Korea's onslaught against the South, coming on the heels of 
both the Soviet atomic explosion and the Chinese Communist revolution, 
provided the political crisis that allowed for the Congressional authori­
zation of the massive increase in military expenditures necessary to 
both overcome the dollar gap and reinforce the Cold War balance of 
power in Asia and Europe. With international military Keynesianism, 
the USA was able to distribute the liquidity necessary to rebuild what 
Acheson called the two great workshops of Europe and Asia (Gilpin, 
1975: 110) while at the same time enmeshing US allies into a US­
dominated security structure. US security obligations included guaran­
teeing an Open Door for free enterprise in the Third World, which US 
planners deemed essential for multilateralism (Leffler, 1992: 314, 355-
60). The Korean War was the occasion for pursuing all these objectives 
at once, as intimated by Acheson's later remark: 'Korea saved us' 
(Hershberg, 1993: 498; cf. Cumings, 1990: 761, 918). 

US military expenditures increased more than threefold during this 
period, setting off the Korean War boom. US troops in Europe, replete 
with nuclear weapons to back them up for purposes of extended deter­
rence, provided tangible evidence of the credibility of the US commit­
ment to defend Western Europe against superior Warsaw Pact con­
ventional strength. At the same time, these US troops acted as a 
'migratory city' (McNeill, 1982: 74-5, 82), so that by 1954 $2.3 billion 
were flowing into Europe annually to purchase European-made military 
equipment for NATO and other allied troops through 'offshore procure­
ment' and related programmes (Sanders, 1983: 113). 

Furthermore, the boom increased prices of primary commodities by 
as much as 150 per cent, allowing Europe and Japan to earn dollars 
from trade with their peripheries, helped along by US programmes such 
as 'coordinated aid' which tied dollar grants to the development of 
non-dollar sources of trade (Borden, 1984: 25). Policy document NSC 
48/5 outlined similar schemes for Asia, centring initially around pro­
duction for the Korean (and later the Vietnam) War. By 1964, $7.2 
billion in military procurement had thus flowed into Japan (Borden, 
1984: 155, 220; Elliot, 1955: 312-17). By 1970, on an annual average 
basis the USA spent $500 million a year for twenty years in Japan, a $10 
billion windfall (Borden, 1984: 220). 

Although the Korean War was instrumental to the construction of US 
hegemony on a global scale, one can also trace its origins back to the 
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Asian region, specifically to what Cumings (1981: 117) has called the 
'first postwar act of containment', the partition of Korea into US and 
Soviet zones of occupation in 1945. Document NSC 48 was outlined 
under Acheson's guidance in 1949 immediately after the explosion of the 
Soviet A-bomb, the Chinese Communist Revolution, and what 'Ameri­
cans sensed [as] an expansion of pressure all along the Soviet perimeter, 
but especially in Asia'. It essentially extendedformai!J Truman's contain­
ment doctrine to the whole of the Far East (Cumings, 1990: 45, 160, 
166). This key US policy document for Asia reflected Acheson's vision 
of the 'Great Crescent', outlining as it did a programme for regional 
economic integration centred on Japan that included both Northeast and 
Southeast Asia, and stating: 'In view of the desirability of avoiding 
preponderant dependence on Chinese sources, and the limited availabil­
ity of supplies from prewar sources in Korea and Formosa', Japan would 
have to turn instead to Southeast Asia to meet its needs (McGlothlen, 
1993: 191-2, quoting NSC 48, 23 December 1949 draft; NSC 48 draft 
in Etzold and Gaddis, 1978: 252-69; see Cumings, 1990: 45-58, 168-
77, 761-5; Schaller, 1985; Leffler, 1992: 253-60, 298-304, 333-41). 

In 1950, the North Korean press was full of articles that voiced 
rather different concerns, articulating fears of a revival of Japanese 
imperialism (m alliance with the South Korean regime) and of Japan 
turning into a staging ground for US military operations in Northeast 
Asia (Cumings, 1987-88: 89). For the USA, North Korea was a mere 
client of the Soviets, with no autonomy (Cumings, 1990: 443). North 
Korea's attack can be seen, though, as an attempt to unify a divided 
country in which a civil war was raging while seeking to prevent the 
emergence of a regional political economy based on Japan as the work­
shop, reintegrating its former empire in northeast and southeast Asia 
under the auspices of US hegemony (Cumings, 1990: 763-5; Cumings, 
1987-88: 89). 

US aid to the French in 1950 and beyond was also driven by the 
NSC 48 logic of shoring up the Pacific Rimlands, containing and 
ultimately rolling back Communism by cutting the economic links 
between Japan and China, ensuring the former's economic access to 
Southeast Asia and by driving a wedge between the Soviets and Chinese 
until the latter could be reintegrated into the Asian political-economy 
under US patronage (Cumings, 1990: 165; Cumings, 1993: 34-63; Leffler, 
1992: 298-304; Pentagon Papers, 1971: 375-81). In addition, losing 
Indochina would surely have been politically catastrophic at a time when 
the Democrats were still reeling from an offensive led by Asia-first 
right-wing Republicans blaming the Democrats for losing China, with 
the related McCarthyite accusations of treason and betrayal that led to 
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the subsequent purge of suspected Communists from the State Depart­
ment (Ellsberg, 1972: 41-141, esp. 82-141; see also Cumings, 1990: 79-
122; and Davis, 1986: 162-7). Furthermore, Soviet and Chinese support 
for the Vietnamese and other revolutionary movements only increased 
US fears of the so-called domino effect, the 'superdomino' being Japan 
(Pentagon Papers, 1971: 450; Dower, 1972: 101-42). 

The Cold War structure permitted in turn the use of Cold War anti­
Communism against labour movements in the USA, Western Europe 
and Japan. In the USA, the wave of anti-Communism got a boost as 
the Soviet army's move into Eastern Europe increased anti-Communist 
sentiment among those of Hungarian and Slav descent, who had in fact 
been key groups in the formation of the Congress of Industrial Organi­
zations (CIO) and totalled up to half its membership, quite apart from 
the fact that it ensured the ascendancy of right-wing Catholicism in 
general (Davis, 1986: 90, 94; see Wallerstein, 1954, cited in Cumings, 
1990: 788; Fraser, 1989: 55-84). The combination of anti-Communist 
purges within the CIO and Truman's reliance on the Republicans and 
Southern Democrats to support the Cold War virtually assured the defeat 
of the CIO's Southern organizing drive, Operation Dixie, dashing the 
hopes that had been raised by labour's 1946 postwar strike wave (Davis, 
1986: 96-7; Lichtenstein, 1982: 233-41). 

In Europe and Japan too, the Cold War came into play, as US 
intelligence efforts working in conjunction with the AFI.r-CIO ensured 
Communist defeats in electoral contests and the weakening of left-led 
labour movements. Labour was instead integrated into the discipline of 
Fordism and the Cold War, while in the Eastern bloc, independent 
unions and non-state-sanctioned political activity were brutally repressed 
(Arrighi, 1990a: 29-63; Davis, 1986: 184-90; van der Pijl, 1984: 150-56; 
Chomsky, 1991: 331-50; Eisenberg, 1983: 283-306; Filippelli, 1989; 
Moore, 1983). 

Along with curbing left-labour movements in Europe and Japan, the 
USA aimed to check Third World radicalism even as it sought to break 
up the old colonial system. US plans for a new multilateral world order 
:were, to be sure, in conflict with the old world order of European 
territorial empires, with their overseas colonies and closed trading blocs. 
Furthermore, colonial rule was increasingly leading to revolutionary 
decolonization. These were the two reasons why the USA was generally 
favourable to decolonization. The USA pursued this reform of the inter­
state system in part through its establishment of the United Nations, in 
part by direct pressure on the colonial powers. 

On an ideological level, the UN was a promissory note to the peoples 
of the periphery that they too could enjoy political independence, 
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progress and equality in the same manner as the powerful states 
(Schurmann, 1974: 69). The UN promise was a contradictory one for 
US hegemony, providing the framework for dismantling the old colonial 
empires while at the same time providing space for radical anticolonial 
movements and for non-alignment policies by Third World independent 
states. 

Politically, the UN was no less than 'revolutionary' in that 'for the 
first time in world history, there was a concrete institutionalization of 
the idea of world government' (Schurmann, 1974: 71) with the General 
Assembly providing for one country, one vote. At the same time, much 
of the real power resided with the five powers that comprised the 
Security Council - the USA, the USSR, Great Britain, France and China. 
Nevertheless, the United Nations was another mechanism through which 
the USA helped restructure the interstate system to include the here­
tofore denied rights of the colonized people of the world, as citizens of 
sovereign states. Indeed, when all is said and done, this radical re­
structuring of the interstate system through worldwide decolonization is 
one of the most important legacies of the US cycle of hegemonic rule 
(Arrighi, 1990b: 401 ). 

Still, the US fear of independent nationalist or Communist move­
ments that might threaten its Open Door policy marked the limits of 
its support for decolonization. This is why the USA at times acceded 
to the desire of European governments to slow down decolonization, 
the support for the Portuguese in Africa and for the French in Vietnam 
providing two illustrations. Along with sometimes backtracking on its 
promise to push forward on decolonization, US covert operations limited 
the sovereignty of nominally independent states. From 1945 to the late 
1960s, the USA aggressively pursued its policy of the Open Door, 
engaging in military actions around the world, such as in Iran in 1953, 
where the USA helped to overthrow Mossadegh and install the Shah 
(Bill, 1988: 51-97), and in 1954 in Guatemala, where the USA ousted 
the incumbent government when it challenged the prerogatives of US 
multinational corporations. 

The Cold War itself developed in the context of the stirring of 
nationalist forces in the Third World, as the movement for decoloniza­
tion accelerated due to the pressure of the anti-colonial movements. 
The process was pushed still further with the Bandung Conference in 
1955 and the birth of the non-aligned movement (NAM), at which all 
of the twenty-nine states that were independent at the time in Africa 
and Asia (except for the two Koreas) were represented. The NAM 
states attempted to steer clear of Cold War superpower alignments which 
limited their sovereignty, supporting the rights of Third World states fot 
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self-determination in all aspects of sorial, economic and foreign policy 
(Singham and Hune, 1986: 66). These po:.itions were merely the restate­
ment, if not the logical extension of, 'rights' that had been codified in 
the UN Charter, and for that reason it might have been expected that 
non-aligned leaders would not encounter hostility from the USA. Non­
alignment, however, threatened US plans for multilateral economic 
integration and was thus seen as a serious challenge. 

The USA opposed nationalist threats to its Open Door policy not 
only from the Third World but also from the colonial powers. Nominal 
independence for the Third World was necessary as colonial blocs also 
threatened multilateral economic integration. An important example of 
the benefits the USA derived from its decolonization policy is the 1956 
Suez crisis. Egypt under Nasser had emerged as one of the leaders of 
the NAM and the 'Bandung generation'. After Nasser nationalized the 
Suez Canal, Great Britain, France and Israel invaded Egypt. Though 
opposing Nasser's radical nationalism, the USA balked at this blatant 
attempt at recolonization, turning on its allies and forcing their with­
drawal. In the process, the USA displaced the British and French from 
much of the Middle East, thereby strengthening its own control over 
the region's oil. Suez provides but one example of the US refusal to 
back the reimposition of colonial rule, in sharp contrast to its reaction 
to the crushing of the Hungarian uprising by the USSR in the same 
year, where the USA (despite much rhetoric) in fact deferred to Soviet 
domination of Eastern Europe as per the postwar balance of forces and 
related agreements. 

By 1960, nearly twenty countries in Black Africa had won independ­
ence and the wave of decolonization was going ahead at full steam. The 
USSR and the USA sought to win the allegiance of these and other 
newly-independent states, while the European powers attempted to slow 
down the whole independence process. The efforts of the European 
powers to stem the tide of decolonization were legion. The Dutch had 
engaged in counterinsurgency operations in the East Indies in the 
immediate postwar period; the British had done the same in Malaya and 
the Gulf, and had put down the Mau-Mau anti-colonial revolt in Kenya 
in the 1950s as well. The French were drawn into long and bloody 
colonial wars in Vietnam and Algeria. And the Portuguese fought anti­
colonial movements in Guinea-Bissau, Mozambique and Angola (which 
would only achieve independence in 1975). 

During this whole period Cold War competition was on the rise. In 
1961, Khrushchev exacerbated US fears of Third World nationalism by 
talking about the certain spread of Marxism through 'wars of national 
liberation' (Noer, 1989: 258). The essentially counterrevolutionary 
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response of the USA in the Kennedy years was built on the premiss 
that the USA should promote nation-building and economic develop­
ment as the alternative to the Communist road (Paterson, 1989: 13). 
Kennedy's Alliance for Progress was one such programme designed to 
support pro-systemic governments in Latin America, including via pre­
emptive counterinsurgency (Rabe, 1989: 1 05-22; McClintock, 1985; 
1992). Unsuccessful in its attempt to overthrow the Cuban Revolution 
and fearful of its spread, the USA allied itself with Latin America's 
oligarchic elites, supporting the overthrow of the Brazilian government 
in 1964 (Black, 1977) and invading the Dominican Republic in 1965. 

Time and again, the USA would support decolonization only to turn 
around and use covert operations to ensure that Third World regimes 
were pro-American. In Indonesia, the USA had successfully pushed the 
Dutch to grant independence, yet later contributed to the destruction 
of the Communist Party of Indonesia and its suspected supporters in 
1965 after the overthrow of nationalist leader Sukarno (with possible 
US involvement), in what the CIA called 'one of the worst mass murders 
of the 20th century' with somewhere between a quarter of a million to 
over one million killed (Kadane, 1990a; 1990b; cf. Scott, 1985: 239-64; 
Brands, 1989: 785-808; Crouch, 1978). 

The long crisis in the Congo (rich in natural resources) provides 
another example of US covert intervention after independence to ensure 
a pro-American regime. In 1960 when Belgium sent troops ostensibly to 
protect its citizens after Congolese troops mutinied shortly after inde­
pendence day, the Congo's President Kasavubu and Premier Lumumba 
called on the UN to force out the Belgians. In fact, they served as tacit 
support for the secession of the province of Katanga. The UN sent in 
troops whose political role was ambiguous. When Lumumba thereupon 
sought Soviet aid to regain the province of Katanga, Kasavubu (with US 
and Belgian encouragement) fired Lumumba who in turn dismissed 
Kasavubu. Soon thereafter, Eisenhower and CIA director Allen Dulles 
opened up the possibility of assassinating Lumumba and putting Joseph 
Mobutu, a senior army officer, in his place, which the CIA then set out 
to do (US Congress, 1975: 13-70). Lumumba was eventually assassi­
nated by the leaders of the Katangese secession, who had captured him 
in suspicious circumstances (Gleijeses, 1994: 209). What stability there 
was then in the Congo came from the UN troops. Katanga province 
was finally reintegrated in 1964. When, however, the UN forces made 
ready to leave in 1964, there was another wave of rebellion against the 
Kasavubu government initiated by Lumumba supporters. As the 
Congolese army crumbled, Kasavubu appointed the very leader of the 
Katanga rebellion, Moise Tshombe, to be prime minister. Some African 
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states, along with the USSR, China and Cuba, provided some small 
support to the Lumumbist rebels while the USA moved in 1964-65 
(assisted by Belgium) to organize, fund and transport a White mercenary 
force to ensure the country's pro-American stance, with hundreds arriving 
from South Africa and Rhodesia (Gleijeses, 1994: 217-20, 235-7). As a 
result of this US-orchestrated intervention, the military situation 
stabilized. The political situation, however, grew increasingly confused 
under the new prime minister, Tshombe, until Mobutu, the long-time 
US ally, took over in a military coup in 1965 (Gleijeses, 1994: 235). 

Africa, Asia, Latin America and the Middle East were now the zones 
experiencing turbulence, while Europe and Japan were back on their 
feet. Consequently, the USA shifted gears. In the early 1950s, US military 
and economic aid had gone mostly to European countries and to select 
East Asian locales; in the late 1950s and 1960s, most US aid went to 
pro-American Third World governments. 

Out of the postwar disorder, therefore, a world order was constructed 
that for a time guaranteed US predominance in the world-economy, 
although it was simultaneously sowing the seeds of its own undoing. 
The glue for the newly reconstructed interstate system was found in the 
decisive formalization in 1950 of the fault lines between East and West, 
announced first in Truman's containment doctrine of 1947. In this, the 
Korean War was instrumental to establishing the border zones between 
these two blocs while leaving much of the Third World as the zone 
where superpower competition could continue without igniting World 
War III (Cumings, 1990: 756), despite the ever-present risks of escalation, 
as evidenced in the Cuban Missile crisis and the new round of super­
power competition it spawned (see Ellsberg, 1986a; see Hershberg, 1990: 
163-98; see Lebow, 1987; cf. Bundy, 1988). 

In addition, albeit that both the USA and the USSR officially pro­
claimed anti-imperial ideologies (Barraclough, 1964: 121, 123), this bi­
polarity of the Cold War was instrumental for both powers in justifying 
intervention and maintenance of dictatorial client states in their respec­
tive spheres of influence. In the USSR this was largely confined to 
Eastern Europe (Afghanistan and select Third World states being notable 
oand much later exceptions), while for the USA it ran the gamut from 
Latin America to the Middle East (Chomsky, 1982: 192, 422). Thus, 
through various policies, the USA and the USSR, at times in reaction 
to each other, created blocs and security relationships. These relation­
ships created an order in the interstate system and assured for a time 
the mutual reinforcement of the two blocs. 

The two main thrusts of US foreign policy during this formative 
period were the reconstruction of the Federal Republic of Germany 
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and Japan as the regional workshops of Europe and Asia; and the 
general push toward decolonization balanced by a 'global logic of 
counterrevolutionary violence' (Davis, 1986: 183) to ensure an Open 
Door to foreign trade and investment in the Third World, thus main­
taining the core-periphery structure of the world-economy required for 
multilateral trading relations and economic integration. 

By the late 1960s, however, the security functions of international 
military Keynesianism began to overtake its economic functions, as the 
USA moved to crush revolutionary movements that threatened the Open 
Door policy. The USA, however, would confront the limits of its own 
power once again when it attempted to impose its will on the Vietnamese 
people. The Vietnamese challenge demonstrated to the world the 
potential power of the South against the North, as the Tet offensive in 
1968 showed in dramatic fashion how a peasant army in a small under­
developed country could defeat the world's hegemonic superpower 
(Arrighi, Hopkins and Wallerstein, 1989a: 36, 1 03). 

The Vietnam War in turn played a critical role as well, in causing a 
major reversal in the position of the US balance of payments, starting 
in 1968. In a stunning reversal, whereas the early postwar years saw a 
US $10 billion trade surplus of exports over imports that caused an 
enormous dollar gap, in 1971 and 1972 the USA showed a balance-of­
payments deficit that reached nearly the same amount (Schurmann, 1987: 
356; see Borden, 1989: 57-85). The printing of dollars by the USA to 
pay for the war was causing inflation and this led other core countries 
to prefer gold holdings rather than dollars. The resulting gold drain led 
to the end of dollar-gold convertibility, as the USA closed the gold 
window in 1971. 

As during the Korean War before it, high levels of US foreign aid 
and military spending for the Vietnam War provided a 'windfall' to US 
allies, especially the East Asian states of Japan, South Korea and Taiwan. 
In addition, as part of its geopolitical strategy in Asia, the USA con­
tinued to open its market to East Asia's exports, creating a pronounced 
single-market dependency, while tolerating the region's mercantilism, in 
a kind of 'Reverse Open Door' (Woo-Cumings, 1993: 146; Havens, 
1987: 92-106; Woo, 1991: 92-7). Over time, this high level of military 
spending and the opportunities it created for US allies (especially in 
East Asia), made the US economy weaker relative to the other core 
states and their economic regions, the growth of which was fostered by 
the interstate order created by the USA. 

In retrospect, rebuilding the regional workshops of Europe and Asia 
proved relatively easy when compared with ensuring multilateral trade 
patterns with the periphery through enforcement of the US Open Door 
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policy. Ultimately, it was this contradiction between the global expan­
sion of the US informal empire and the growing strength of Third 
World nationalism that was the most decisive factor in prompting US 
hegemonic decline. At the same time, the USSR was also losing power 
in its bloc, as exemplified by its invasion of Czechoslovakia in 1968 and 
the growing split with China. The bipolar world order was giving way 
to renewed competition and multipolarity. 

From 1967/73 to 1990: Changes in the Interstate System 

The period after the Tet offensive saw dramatic changes in both the 
world-economy and the interstate system, as US hegemony declined 
and the world-economy went into a downturn. Western European states 
and Japan became less dependent upon the USA by the late 1960s as 
a result of the real increase in their economic strength vis-a-vis the 
USA. Despite, however, their desire to play a more active role in world 
affairs, they were cautious about hurting their special relationship to the 
USA, whose military role remained crucial for them (McCormick, 1989: 
173; Barnet, 1983: 338). The West Germans began in the late 1960s to 
open up relations with Eastern Europe, the so-called Ostpolitik. They 
signed both the nuclear non-proliferation treaty in 1969 and a non­
aggression pact with the USSR in 1970 (McCormick, 1989: 174; Barnet, 
1983: 294); later, they formally recognized the postwar boundaries in 
Eastern Europe. 

In many ways the Ostpolitik became a driving force that propelled a 
change in the previous relationship between the East and the West 
(McCormick, 1989: 173). The USA now tended to follow the Federal 
Republic of Germany's lead at times, instead of the USA always leading 
its allies as it had during its phase of maximum hegemony of the 
previous twenty-five years (Lundestad, 1986: 109). At the same time, 
the 'relaxation of tensions' between East and West loosened the Soviet 
hold over its Eastern European satellites, as many of its client states in 
Eastern Europe increased their economic relations with the West 
(McCormick, 1989: 182). 

By the late 1960s, then, the Tet offensive and the growing inde­
pendence and competitiveness of the Federal Republic of Germany and 
Japan all began to underscore the limits to US power. The 1969 Nixon 
Doctrine, in recognition of these limits, brought an end to the policy of 
being always in the front line of global containment, first put into 
practice with the Korean War (see Litwak, 1984). In this important 
policy shift, Nixon and Kissinger moved to devolve power to select 
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semiperipheral states, such as Brazil, South Africa, Israel, Iran and Saudi 
Arabia, which were instructed to act as regional subimperial powers for 
the USA. The USA backed off on sending its own ground troops into 
combat, relying on proxy states and the use of air and naval power 
instead (Klare, 1972: 322-3). 

The geopolitical consequence of this policy shift was the pursuit of 
detente with the USSR, combined with profiting from the Sino-Soviet 
split by the dramatic US opening to China. The new triangular diplomacy 
of the USA in the late 1960s/early 1970s was designed to pressure 
China and the USSR into a full acceptance of the norms of the US­
dominated interstate system. At the same time, triangular diplomacy 
allowed the USA to play China and the USSR against each other. 
Furthermore, as China moved toward being a US ally over the next 
decade (or at least a consistent opponent of the USSR), the result was 
a significant change in the global balance of power to the decisive 
benefit of the USA. Indeed, it had been the threat posed by the Chinese 
Revolution that led the USA into its wars with Asia in Korea and 
Indochina. With the rapprochement with China, the USA could now dis­
engage somewhat from its Asian commitments. 

The early 1970s also witnessed the growing economic power of Third 
World oil producers (Nwoke, 1987). OPEC's oil shock of 1973 raised 
US oil costs from $5 billion in 1972 to $48 billion in 1975 (McCormick, 
1989: 164; Itoh, 1990: 54). The rise of OPEC was even more conse­
quential, however, for the United States' main competitors. As oil was 
dollar-denominated, the rise in oil prices absorbed dollars the Europeans 
and the Japanese had been accumulating overseas, damaging their trade 
balances and pushing up their production costs (Schurmann, 1987: 271, 
354, 371, 373; Bromley, 1991: 135, 141). The oil price rise also bolstered 
Nixon's and Kissinger's strategy of reliance on subimperial powers to 
help police the world-system, by allowing the exchange of US arms for 
petrodollars (Bromley, 1991: 141). By opening up a new circuit for 
surplus capitalization in the Third World, OPEC allowed for the re­
cycling of petrodollars to the USA not only through arms sales but also 
through the granting of construction contracts, purchases of Treasury 
Securities, and other investments (see Bromley, 1991: 150). This re­
cycling of petrodollars shored up the dollar's value and illuminated the 
centrality of oil and arms in maintaining US hegemony. 

The increased dollars from the USA and other oil-consuming nations 
were lent via Western banks to industrializing countries in both the US 
and Soviet blocs. Over time, these loans made the recipient states much 
more subject to the power and dominance of lending governments, 
banks and the IMP/World Bank (Korner et al., 1986; see Payer, 1974; 
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R. Broad, 1988). Third World states used much of this borrowed money 
to buy large quantities of arms imports, primarily from Europe and 
North America, with up to $400 billion on arms spent mainly by semi­
peripheral states between 1960 and 1987 (George, 1992: 151 ). Arms 
sales to oil producers, especially Iran and Saudi Arabia, the 'twin pillars' 
of US policy in the Gulf region, served both economic and military 
security functions. Under the Shah, Iran purchased over $30 billion in 
arms mostly from the USA (Klare, 1984: 126; Bill, 1988: 200-12). In 
part, the USA saw these high-tech weapons sales as a tool of foreign 
policy, making recipients into clients dependent on US goodwill for the 
continued supply of weapons, spare parts and training (Ellsberg, 1986b). 

The USSR also involved itself in this trade, sending military aid to 
Syria, Egypt and Iraq. US and Soviet arms sales around the world in 
this period were aimed at creating a favourable balance of power, using 
weapons sales not only for the substantial profits they brought but also 
as currencies of influence. For the USA, there was some irony in this, 
since beginning in the 1950s it had bought arms overseas in order to 
redistribute dollars to its allies, while now the USA sold arms to garner 
foreign exchange to prop up its own balance of payments. 

The detente that came about in the early 1970s was over by the end 
of the decade. Tensions between the USA and USSR increased as the 
latter turned to renewed support of revolutionary movements and post­
colonial regimes in the Third World. The USSR had done this earlier in 
Cuba, Egypt and India. It had been the hope of Nixon and Kissinger 
that detente would end this, leaving the USA to pursue alone its man­
oeuvres in these areas, if on a more subdued scale. Instead, changed 
Soviet perceptions of the relationship with the USA led to increased 
involvement by the USSR in particular peripheral areas (Garthoff, 1985: 
502, 671; McCormick, 1989: 182). The main thrust of Soviet activity 
was in Southern Africa (Angola, Mozambique), the Horn of Africa 
(Somalia and Ethiopia), South Yemen, and Afghanistan (Lundestad, 1986: 
125-32). 

The 1970s and 1980s also saw other factors contributing to world­
wide militarization, including the drive for military self-sufficiency, most 
noticeable in the semiperipheral zone. South Korea launched its heavy 
chemical and industry programme, in part to achieve self-sufficiency in 
military items following the decline in aid flow from the USA and the 
opening to China. In the 1980s, Iran embarked on an all-out effort to 
produce domestically the weapons it needed when an embargo virrually 
grounded the Iranian air force (Klare, 1991: 179; see Ellsberg, 1986b; 
Catrina, 1988: esp. 224-8). South Africa and Israel both developed a 
substantial capability to produce arms, including nuclear weapons (Klare, 
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1991: 179). Finally, we now know that Iraq and North Korea launched 
a major drive for weapons self-sufficiency, coming at least very close to 
producing nuclear weapons, despite being signatories (as non-nuclear 
states) to the Non-Proliferation Treaty (NP'I) and thus subject to in­
spection and monitoring by the United Nations' International Atomic 
Energy Agency (IAEA) (Burrows and Windrem, 1994: 25-59, 424-38). 

Along with the growing diffusion of weapons promoted by the arms 
industry and interstate conflict, there was a growth of second-tier arms 
suppliers specializing in low-to-medium-technology weapons. Third World 
producers cut into the market share of weapons producers in Europe/ 
North America. Second-tier weapons-producing states included Brazil, 
China, Israel, North Korea, South Korea, Chile, Poland, Spain and 
Czechoslovakia. Brazil's military sales grew from $670 million in 1976-
81 to $2.6 billion in 1982-87, and military sales in China grew from 
$1.25 billion to $7.8 billion in the same periods (Klare, 1991: 181). 

Overall, Third World states vasdy increased their military spending 
after 1970. From the 1960s to the early 1970s average annual military 
spending by Third World states was $4-5 billion; in the period 1973-
79 the amount was $20 billion, followed by an increase to $40 billion 
during the period 1985-89 (Sivard, 1991: 6, 11). 

Along with this progression of worldwide militarization was an 
increase in the growth of the UN network, with UN peacekeeping 
operations increasing from 1956 right up to the 1990s, though its troop 
deployments were still small (if growing) relative to that of the super­
powers (see Karns and Mingst, 1994: 188-215). At the same time, 
institutions regulating the interstate system have grown by leaps and 
bounds. The UN alone grew to comprise more than a dozen specialized 
agencies (Arrighi, Hopkins and Wallerstein, 1989a: 44), from the IAEA, 
which acted as a supranational authority monitoring and regulating 
weapons development (primarily of Third World states), to the World 
Health Organization. 

With the work of formal decolonization largely complete by the 
1970s, the Third World stepped up its demands in the UN and other 
forums to press for political-economic reform in the world-system. The 
UN Conference on Trade and Development (UNCTAD), a structure 
established under Third World pressure, pushed for a New International 
Economic Order. UNESCO, in the period when Amadou Mokhtar 
M'bow of Senegal was secretary-general, sought to establish a so-called 
New World Information Order, the objective of which was to reduce 
Western de facto control over world media (Preston, Herman and Schiller, 
1989). In addition, on the basis of the Universal Declaration of Human 
Rights, the UN Human Rights Commission and related agencies moved 
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towards formal investigations that aimed to limit the impunity of govern­
ments in dealing with citizens or residents of their states. By the end of 
the 1970s, then, the growing strength of the Third World in mobilizing 
against the political and economic inequities of the world-system seemed 
to be reflected in the UN as well, as could be seen by looking at voting 
patterns in the UN General Assembly (see Karns and Mingst, 1991: 
281-3; Kay, 1993: 169-70). 

This institutional upheaval had as its counterpart a growing social 
upheaval in semiperipheral and peripheral states during the late 1970s 
and into the 1980s, which the superpowers could do little to control 
(McCormick, 1989: 225). There was social unrest in Iran, Nicaragua, El 
Salvador, the Philippines, Brazil, South Africa, South Korea, Poland, 
and later in all of Eastern Europe. In particular, the Iranian Revolution 
and the seizure of the US embassy was a major challenge to the inter­
state order, a symbol of the decline of US power (Barnet, 1983: 400-
401), and of the increasing power of the South in relation to the North. 

The Iranian Revolution led to the partial abandonment of the Nixon 
Doctrine. The loss of the United States' regional gendarme sent shock­
waves through the US establishment, leading directly to a sense of need 
to renew a Cold War ambiance (Chomsky, 1982), this occurring even 
before either the seizure of the American embassy or the Soviet invasion 
of Afghanistan. The trajectory of Soviet policy was somewhat different. 
Since detente, the Soviets had mistaken the USA's low-visibility strategy 
as a sign of its own growing strength. Eventually, the USSR repeated 
the US Vietnam disaster in Afghanistan. 

Like the Korean crisis that allowed for the implementation of NSC 
68 and the first Cold War, the Soviet invasion of Afghanistan enabled 
the USA to go forward with plans for a renewed Cold War that were 
already in place. In fact, a stronger US military posture was being pressed 
for by influential elite policy-making groups such as the revived Com­
mittee on the Present Danger, which originated in 1950 to lobby for a 
strong military at the beginning of the first Cold War (Sanders, 1983: 
238-40; see Hershberg, 1993: 491-553). 

The USA attempted to move away from relying primarily on sub­
imperial powers and instead increased its military expenditures and 
preparedness in order more directly to confront the USSR and turn 
back challenges in the Third World. US readiness to intervene directlY 
around the globe was illustrated with programmes such as the Rapid 
Deployment Force (Ellsberg, 1981), while the 'revitalization of its proxy 
networks' (as was revealed in Iran-Contra and related scandals) showed 
the US residual dependence on subimperial allies and mercenary forces 
(Klare, 1989: 97-118). Reagan's new aggressive unilateralist strategy also 
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involved a campaign against the UN to eliminate independent initiatives 
of the Third World there (see Preston, Herman and Schiller, 1989). 

Many of the changes in the world during the 1980s were directly 
associated with the US deficit economy that financed its military build­
up, starting under Carter and continuing under Reagan and Bush. In 
the 1980s the Reagan administration's spending on the military vastly 
increased the annual federal budget deficit, as under Reagan the USA 
went from being the world's largest creditor nation to the world's largest 
debtor in record time (see Deger, 1990: 191, Table SA 2). By the mid-
1980s, the US military budget hovered at around $300 billion, while th1j 
total cost of the Reagan-Bush round of military Keynesianism from~ 
1981 to 1991 totalled over $3 trillion (Morrison, Tsipis and Wiesner, 
1994: 38). Thus, the US attempt to revive its hegemony through military 
superiority exacerbated its economic decline (ltoh, 1990: 93; Halliday, 
1990: 12; see Markusen and Yudken, 1992). 

During the 1980s, the US economy grew more slowly than those of 
its major trading partners, with its share of world production and the 
net profit rates of US corporations going down while that of its corpo­
rate rivals in the Federal Republic of Germany and Japan went up 
(Zysman, 1991: 86, 90; Itoh, 1990: 73, Table 3.4). Growth in the Federal 
Republic of Germany and Japan relative to the USA was such that, 
during the 1980s, the world-economy began to be grouped around three 
major zones: Japan-led East Asia, by far the most dynamic region (see 
Ozawa, 1993: 129-50; Cumings, 1994; cf. Selden, 1994), the European 
Community, and the US-led Americas. 

In addition, the USA began to compete with poor countries on 
world financial markets to fund its deficit-financed military Keynesianism, 
regressive tax cuts, corporate debt, and other related programmes, and 
this was probably 'the most important single factor in the sudden 
collapse of Third World incomes in the early 1980s' (Arrighi, 1991: 52). 
For instance, the rise in US interest rates led directly to the growing 
crisis in Third World debt arrears, with debt increasing to nearly $1 
trillion by 1988 (see Sen, 1990: 203-6, Tables 6.2, 6.3). 

Despite this enormous debt burden, the combination of semi­
peripheral and peripheral military rivalries combined with Soviet and 
Western intervention to set off numerous regional wars and arms races. 
In Africa, the devastation was particularly great as South Africa (with 
support from select Western allies) continued its 'total strategy' of 
regional destabilization, supporting guerrilla forces in some cases and 
relying on direct invasion and incursions at other times in Mozambique 
and Angola, and to a lesser extent Zimbabwe (Hanlon, 1986). This 
strategy effectively destroyed the economies of at least Angola and 
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Mozambique; between 1980 and 1988 an estimated 1.3 million people 
in Angola and Mozambique died as a result of direct or indirect effects 
from South Africa's war, with the economic losses of all the southern 
African (SADCC) states coming to over $60 billion (UNICEF, 1989: 
10, 24-5, 35-8, cited in Davies and Martin, 1992, 363). 

Along with regional conflict, the Third World has also seen the 
proliferation of nuclear, chemical and biological weapons, along with a 
growing capability to produce nuclear and other weapons of mass 
destruction. Missiles and modern jet aircraft, including ballistic missiles 
with nuclear and chemical capability, have also been acquired by a grow­
ing number of Third World countries. Between 1981 and 1988, out of 
$341 billion worth of arms going to developing countries, 69 per cent, 
or $235 billion, went to the Middle East and South Asia. Top buyers 
were India, Iran, Iraq, Israel, Libya, Pakistan and Syria, all of which had 
been involved in wars and/ or arms races in their regional settings (Klare, 
1991: 172). The emergence of Third World military powers, helped 
along by superpower rivalry and increasingly equipped with weapons of 
mass destruction, including nuclear weapons, is one of the most impor­
tant trends of the 1969 to 1989 period. 

By the end of the 1980s, however, the most glaring change in the 
order of the interstate system was the total disintegration of the Soviet 
bloc and with it the collapse of Marxism-Leninism as a strategy of 
development for the Third World. The USSR, having been bankrupted 
by Cold War military spending and economic mismanagement, and facing 
revolt in Eastern Europe and ethnic unrest on its periphery, sought to 
open up to its common European neighbours so as to stem its eco­
nomic decline. To accomplish this, Gorbachev took unilateral steps to 
end the Cold War. As revolt mounted in Eastern Europe, Gorbachev 
proceeded with his April 1988 UN agreement for a planned withdrawal 
from Afghanistan, with the last Soviet troops leaving by mid-February 
of 1989 (Chaliand and Rageau, 1990: 11). 

In December of 1988, Gorbachev announced in a speech to the UN 
deep unilateral cuts in Soviet armed forces plus a withdrawal of the 
Soviet forward-based troops and offensive tanks from Eastern Europe 
that had given tangible credibility to US fears of a Warsaw Pact blitz­
krieg invasion of Western Europe. In January 1989, the USSR declared 
that it was going to withdraw 200,000 Soviet troops from Asia (Ambrose, 
1983: 362). 1989 was also the year in which Gorbachev announced that 
the USSR would no longer uphold the 1968 Brezhnev doctrine; this 
helped set off a tidal wave of revolts that shook Eastern Europe, 
toppling Soviet-supported Stalinist regimes along with the Berlin Wall, 
and finally freeing the region from Soviet domination. In the next two 
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years, the USSR disintegrated while Germany achieved reunification. 
Gorbachev's reforms were too little, too late, apparently, to stop either 
the loss of Eastern Europe or rising ethnic/national revolt at the Soviet 
periphery that ultimately paved the way for the disintegration of the 
Soviet empire. 

The US-Soviet order that had organized interstate relations in Europe 
after 1945 was over (Halliday, 1990: 8). No other order or scheme as 
cohesive as the Cold War division of Europe had been substituted in its 
place. Preceding the political changes in Eastern Europe, conflicts 
between East and West began to end in other parts of the world, 
including Cambodia, Afghanistan, Ethiopia, Somalia, Angola and Nica­
ragua (Halliday, 1990: 6). In other words, the conflicts that had begun 
after the ambiguous, mid-1970s detente between the USA and the USSR 
were being wound down, though leaving regions awash with weapons 
that could and often would be used in ethnic-cum-national conflicts. 

With the former Soviet stranglehold on Eastern Europe lifted, people 
within the former Soviet satellites were now competitors for a share of 
the world accumulation of surplus. Rather than contributing to order 
and stability, Eastern Europe, like numerous other regions, saw a resur iii 
gence of ethnic and religious hatreds once held in check, leading tol 
widespread uncertainty and instability when contrasted with the 1945--
89 order. Disintegration and growing conflict in the former Yugoslavia 
and the former USSR are but two examples of this, with nuclear weapons 
in the latter making the situation all the more dangerous. 

By 1989-90, the principles upon which the USA had organized an 
international order were no longer applicable to the world-system. In 
forty-five years the setting had changed drastically. No longer could 
world security be organized around two competing blocs. The re­
unification of Germany and the disintegration of the Soviet bloc put an 
end to two major aspects of the postwar interstate order, though the 
Cold War still lingered in the Asian zone, symbolized in the division of 
Korea. Still, now there was no threat from the Soviets, real or other­
wise. With the dissolution of the Warsaw Pact the rationale for NATO 
was gone as well (Wallerstein, 1991a: ch. 1). The USA, however, still 
aimed to continue its hegemony by keeping its allies locked into a 
dependent relationship through US control over the flow of oil, agri­
cultural goods, and the provisioning of security. 

Unlike Reagan's unilateralism that sought to focus on the bipolar 
conflict between the USA and the USSR, however, Bush found it 
necessary to revive multilateralist alliance diplomacy based on the UN 
Security Council in order to gain support for what was in essence a 
unilateral US war to turn back Iraq's August 1990 invasion of Kuwait 
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(Schurmann, 1993: 192-4, 201-2). In a new twist, though, Bush's solici­
tation of allied contributions to fund the war indicated US plans to 
shore up its hegemony by institutionalizing protection payments from 
its allies. 

With the bipolar Cold War order gone, new threats to world security 
have emerged, the most notable of which are the proliferation of 
weapons of mass destruction such as nuclear weapons, 'failed states', 
ethnic/national violence, and the rise of Third World regional powers. 
Still, with the collapse of the Warsaw Pact, and with the Soviet Union 
no longer politically and ideologically committed to supporting enemies 
of the USA, it would appear that US costs for maintaining an Open 
Door in the Third World and protecting the core countries could be 
dramatically reduced. Rather than curbing its arms sales or attempting 
to seek global curbs on the proliferation of conventional weapons, 
though, the USA has instead stepped up arms sales to the Middle East 
and Far East, where regional arms races continue (Klare, 1994: 134-
54). In this, the USA seems determined to preserve its specialization in 
the protection industry by playing up the dangers posed by Third World 
regional powers such as Iraq, even as it contributes to the problem. 

Les Aspin, chairman of the House Armed Services committee and 
later Secretary of Defense, stated that the Persian Gulf War should be 
'a model for future wars. The Iraq experience would be transplanted 
around the global to measure the relative strength of other troublesome 
regional powers as a means to plan forces to defeat them' (New York 
Times, 3 February 1992). Aspin termed this method 'Iraq equivalents'. 
Though even Aspin's own assessments made it clear that no country, 
with the exception of China, has air or ground forces as strong as those 
of Iraq before the Gulf War, US military planning and related budget 
requests, as in the Bottom Up Review and the 1994 Annual Report '![ the 
Secretary '![ Defense, still go 'beyond worst-case planning' (Forsberg, 1994: 
3-6). 

These documents call for a US force structure large enough to fight 
two Gulf-like wars 'simultaneously' in the Far East and Middle East, and 
further assume that the USA will face adversaries that are comparable 
or stronger than that of Iraq before the Gulf War (Forsberg, 1994: 4). 
Defence analyst Randall Forsberg (1994: 3-6, Table 1-3) has shown that 
it is wholly unfeasible for any of these regional challengers to develop 
forces equivalent to that of Iraq's 'before the year 2000, or even, for all 
hut Syria and North Korea, before about 2010'. Still, to maintain the 
force level necessary to counter these inflated threats, the USA intends 
to spend $1.2 trillion between financial years 1995 and 2000 on the 
military, despite its current $4 trillion deficit, itself primarily caused by 
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the last round of military spending (Forsberg, 1994: 3-6; Burrows and 
Windrem, 1994: 500). 

At the same time, the world does face new security threats in the 
form of the horizontal proliferation of nuclear and other weapons of 
mass destruction, as well as the problem posed by the nuclear weapons 
in chaotic regions such as the former USSR (see Burrows and Windrem, 
1994; Hersh, 1994: 61-86). Attempts by the nuclear states to maintain 
a monopoly on nuclear and other 'superweapons' will probably only 
serve to exacerbate the problem. Third World regional powers have 
long known that the monopoly of high-tech weaponry by the USA (and 
Western Europe) limits their real sovereignty and power, and have there­
fore pursued military self-sufficiency (see above, and Burrows and 
Windrem, 1994: 17). 

Recent continuing efforts of the IAEA to control the production 
and acquisition of these weapons in the Third World (through monitor­
ing adherence to the NPT, for example) have shown themselves to be 
woefully inadequate. The UN Security Council, composed of five nuclear 
states, all of whom are among the top arms makers in the world, has 
little moral authority in the eyes of Third World states in this area. In 
the absence of reductions in these weapons by the great powers (espe­
cially the USA) as well as a genuine effort to curb the spread of these 
weapons, it is hard to imagine their widespread proliferation being 
stopped. Thus, even as the superpower arms race has ended, a new 
arms race has already begun. 

Rather than pursuing leadership in world security and arms control 
through diplomacy, the USA seems set on maintaining its role through 
military means. A recent Pentagon document gives a picture of the US 
hopes for a resurgent hegemony in a one superpower world, noting 
that the USA 'must maintain the mechanisms for deterring potential 
competitors from even aspiring to a larger regional or global role' (fyler, 
1992b). This document is but one illustration that, though the Cold 
War between the USSR and the USA is over, it lives on in US policy 
toward the Third World and in its attempts to contain the independ­
ence of its allies, as might be gleaned from the US invasion of Panama 
and the Gulf War (see Ghilan, 1991: 25-36; cf. Kaufmann, 1992). 
Despite US intentions, the relative strengths among the great powers 
has now changed so much that the USA can no longer dominate its 
core rivals as 'de facto client states', as it had during the heyday of the 
Cold War (Wallerstein, 1984: 39). Attempts to maintain its status as 
both the world's hegemonic power and only superpower, while perhaps 
temporarily shoring up the US role, will in the long run only exacerbate 
US economic decline, as US comparative advantage in the protection 
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industry saps its still great residual economic strengths in world produc­
tion, commerce and finance (Markusen and Yudken, 1992). 
, Furthermore, the 1980s have also seen a generalized collapse of 
developmentalist efforts in the Third World, thus leaving the hopes 
outlined originally in Truman's Point Four unmet. The reformist proposal 
to bring all the former colonized areas into the 'family of nation-states' 
has been played out, yet during the 1980s most of these areas suffered 
increased immiseration rather than movement toward the economic 
equality that the UN Charter and the USA had promised (see Arrighi, 
1991: 39-66). As the bipolar world of the Cold War ended, centrifugal 
tendencies in the interstate system have re-emerged and a world awash 
with weapons struggles to deal with the dangerous legacy of increased 
militarization, immiseration and disintegration left in the wake of the 
Cold War. 



3 

World Production 

Satoshi Ikeda 

The world production system in the period 1945-90 possessed five 
principal features. First, the overall productive capacity of the world­
economy expanded, allowing an unprecedented increase in world pro-­
duction. The growth in productive capacity, however, was not lineat' 
over time, nor was its spatial distribution uniform. 

Second, the world-economy was significancly further integrated, after 
the brief interruption of the interwar period, by a vast increase in the 
movement of goods, services, capita1, people and information within 
and across national boundaries. The degree and mode of integration, 
however, were also not uniform for the diffttent parts of the world­
system, nor was the rate of integration constant throughout the period. 

Third, the first half of this period, 1945--1967/73, seemed to be one 
of invincible US economic power represented by the technological 
advantage and institutional strength of US firms. However, in the period 
1967/73--1990, the US share of world production declined noticeably 
as these firms faced formidable challenge by European and Asian 6rms. 
Nonetheless, while some industrial activities shifted away from the USA, 
it is far from true to say that the USA had lost its lead in all techno­
logical areas and that all US firms failed to adapt their organizational 
structure to meet competition. 

Fourth, the postwar institutional framework regulating global trade 
and financial activities was continuously adjusted in the general direction 
of 'liberalization'. Successive rounds of negotia.tions within the structure 
of the General Agreement on Tariff and Trade (GATI) removed a 
large part of the trade barriers for the global Aow of manufactured 
goods. State regulations over private financial Aows among the core 
countries were lifted in the 1960s and 1970s, and those over foreign 
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exchange transactions in the 1 980s. The direction of such institutional 
changes, however, was not always linear, and sometimes the changes 
were in contradiction with the overall liber.ilization of the world­
economy. For example, in spite of the success of multilateral GATI 
negotiations, the principle of non-discrimination of GATI was under­
mined by the formation of the European Economic Community (EEC) 
and the Eutopean Free Trade Area and by the practice of bilateral trade 
restrictions. 

Fifth, there was a substantial expansion in the role played by the 
state. In addition to its role as the regulator of domestic economic 
activities and the negolliltor of interstate economic regulations, the state 
expanded its role as the provider of basic social services and income 
redistribution and as the regulator of aggregate economic activities 
through monetary and fiscal policies, especially in the core zone, at least 
up to the 1 970s. Although the welfare provisions helped to legitimate 
capitalism in the core regions, the resulting higher labour costs acceler­
ated factory :relocation from the core to the periphery in the economic 
downrurn, particularly since 1974. While the policy of economic stimu­
lation supported growth in the 1945--1967/73 period, such a policy 
backfired in the second half of the 1970s, resulting in stagflation, and 
growing US government spending in the 1980s resulted in a huge US 
government debt that has potentially limited private-sector investment 
and reduced fiscal flexibility. 

These features of the world-economy in the postwar period are 
analysed here from a specific angle of vision, the transformative proc­
esses of the major business enterprises, which came to be known as 
transnational corporations (I'NCs). The joinNtock or incorporated 
companies have been the principal units of accumulation in the world­
system for at least two centuries. When we direct out focus on the 
enterprise system, the major features of the postwar world-economy 
described above turn out to describe a process wherein major business 
enterprises expanded the scale and scope of their activities and became 
increasingly worldwide in their spatial scope and trans-statal in their 
legal jurisdiction. 

While both European and Japanese corporations historically had had 
symbiotic relations with the state, the postwar process was one in which 
they grew less dependent on it as they expanded their activities abroad. 
The growth and aUocation of the productive capacity and activity in the 
world-economy was the result of the activities precisely of these enter­
prises - research and development (R&D), production, transportation, 
distribution and financing. The integration of the world-economy was 
brought about by the expansion of the spatial scope of the enterprise 
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activities. The relative decline of US economic power was a process 
concomitant with the rise of European and Japanese enterprises. How­
ever, once again we should emphasize that the processes of expansion 
and transnationalization of business enterprises, the rise of non-US 
enterprises, and the increasing domination of large-scale business enter­
prises in the world market was not a continuous process; nor was it 
uniform across geographic space and the spectrum of industrial activities. 

We shall discuss three major themes. First, we shall survey the struc­
tural transformation of the world-economy. Using national macro­
economic data, we shall see that 1967/73 marks a turning point of the 
Kondratieff cycle. Second, we shall describe the changes in the major 
business enterprises and their networks., on the understanding that the 
TNCs were the principal agent that brought about the world-economic 
transformation. We shall look at this separately for the manufacturing 
sector and the service sector. Finally, we shall analyse the impact of the 
transformation of the world-economy and its agencies of accumulation 
on the hegemonic position of the United States. 

Expansion, Integration and Polarization 

The productive activities in the world-economy expanded at a much 
faster rate in the second half of the twentieth century than in the first 
half. Total gross domestic product (GOP) of thirty-two major countries 
representing about four-fifths of world output and population doubled 
in the thirty-seven yean between 1913 and 1950, but in the thirty-seven 
years from 1950 to 1987, total GOP increased by 4.6 times (Maddison, 
1989: 113, Table A-2). However, the growth of production w.tS not 
constant over time. The data Maddison assembled show a golden age 
of fast growth between 1950 and 1973 and a period of slower growth 
and accelerated inflation between 1973 and 1987 (1989: 31). The total 
GOP of the thirty-two countries grew at an annual average compound 
growth rate of 5.1 per cent in the 1950-73 period and only 3.4 per cent 
in the 1973-87 period. This confirms that 1973 (or more precisely 
1967 /73) marked the turning point of a Kondratieff cycle. 

In addition to temporal discontinuity, there existed spatial disparity 
in growth performance. According to the figures from the same table, 
GOP shares were calculated for developed/developing country groupings 
and regional country groupings (see Table 3.1). The share of the 
Organization of Economic Co-operation and Development (OBCD) 
countries dropped by 9.2 per cent between 1950 and 1987 while the 
share of the developing Asian countries increased by the same amount. 
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The increase in the share of developing Asian countries is mainly due 
to China, which increased its share between 1950 and 1987 by 7.4 per 
cent. Among the OECO countries, the US share declined from 1950 to 
1987 by 10.3 per cent and the pace of decline was faster in the 1950-
73 period than in the 1973--87 period. The share of European OECD 
countries also declined from 1950 to 1987, but this decline took place 
mainly in the 1973--87 period. Japan's share increased from 1950 to 
1987, but the pace of increase slowed down in the 1973--87 period. 
Regionally grouped dahl show that the share of the three regions -
North America, Europe and East Asia - was approximately equal as of 
the late 1980s, the result of the rapid increase in the East Asian share 
(a gain of 15.3 per cent between 1950 and 1987). 

The standard of living, as measured by per-capiu. real GOP (which 
is not the best indicator, but serves as a fair approximation), improved 
between 1950 and 1987, with a break in the trend again in 1973. The 
annual average compounded growth rate for the thirty-two countries 
was 3.3 per cent in the 1950-73 period and 2.2 per cent in the 1973--
87 period. When this global record is broken down into two subperiods 
and country/regions, the trend change and regional differences become 
apparent. The principal features are that developing Asian countries 
increased the growth rate of their living standard in the 1973--87 period, 
except for the Philippines (from 1.9 per cent growth rate in 1950-73 to 
0.6 per cent in 1973--87) and Taiwan (from 6.2 per cent to 6.0 per cent, 
which represents a drop but is still impressive overall). A slowdown of 
the pace of improvement in the standard of living was observed for all 
the OECD countries (except Norway), the Latin American countries, 
and the USSR (Maddison, 1989: 35, Table 3.2; see also Kenwood and 
Lougheed, 1992: 245-60). 

The comparison of per-capita GOP does not reveal to us, however, 
the trend of polarization in the absolute standard of living in the world­
economy (see Table 3.2). The gap between OECO countries and Asian 
developing countries widened markedly between 1950 and 1987, even 
though the per-capita GOP of the latter improved as a percentage of 
the average per-capihl GOP of the OECD countries. Latin American 
countries and the USSR also experienced a significant widening of the 
gap between them and the OECD countries. In terms of country 
performance, the absolute difference of per-capita real GDP has been 
widening between richer and poorer countries, the only exceptions being 
the cases of Taiwan and South Korea. Even in the case of China, 
whose world production share increased tremendously between 1973 
and 1987, the gap widened. It should be noted that there exist excep­
tions to the above trend also among the oil-producing countries, which 
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were excluded from Maddison's study, although in many of these cases 
the gap, having narrowed in the 1970s, once again widened in the 1980s. 

The expansion of productive activities in the world-system was 
accompanied by further integration of these activities among the house­
holds, governments and business enterprises within and across national 
boundaries. The expanded flow of goods, services, capital, people and 
information resulted in a complicated interaction among the multiple 
agents. For example, a household in the USA may today participate in 
a pension fund which purchases Finnish government bonds that in turn 

makes it possible for Finnish households to purchase commodities 
manufactured by Indonesian women under the subcontracting arrange­
ment of a US distributor. Such integration, however, was not homo. 
geneous across different parts of the world-economy. 

The deepened integration of the households into the worM-economy 
took the form of an jncreasing share of their income being earned by 
participation in the production of goods and services sold in the market 
as well as an increasing share of consumption goods being purchased in 
the market. If we use GOP as an indicator of market activities, the 
volume of such activities definitely increased in the postwar period. 
However, there is a countertrend, which is that an increasing proportion 
of the population in certain parts of the world is being separated from 
the officially recognized market activities. Even within the core zone, 
there is an increasing number of less privileged in the urban centres 
whose degree of market participation is decreasing, as discussed by 
Tabak in Chapter 4 (see also Fortes, Castells and Benton, 1989; Feige, 
1990). 

The government sector has expanded its economic role in the post­
war period markedly. As Table 3.3 shows, the average total government 
expenditure as a percentage of GOP for six OECD countries expanded 
steadily in the twentieth century, to reach the level of nearly one-half of 
the GOP in the mid-1980s. The role of the government as the supplier 
of services as well as employer has become quite important today, as 
indicated in Table 3.4. 

It should also be noted that the states in the core zone play not 
only the role of demand creator but also that of financial surplus 
absorber. About 60 per cent of world bond capitalization was issued by 
various governments in both 1966 and 1989 (Ibbotson and Brinson, 
1993: 204-5, Figs 10-2, 10-3). The absorption of oil dollars in the 
1970s by semipetipheral and peripheral states via US bank lending was 
a further instance of the degree to which the states have expanded 
their long-standing direct integration into the workings of the world­
economy. 
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The ever-growing crossflow of goods, services and capital also implies 
Nether integration of the activities of various agents of the world­
economy. Through the international trade of finished goods, the house­
holds of the importing countries are connected to the enterprise of the 
exporting countries. Through the international trade of raw materials 
and intermediate goods, the enterprises of different countries are con­
nected into the commodity chains of the world-economy. Foreign direct 
investment (FDI), the activity of setting up an affiliate or subsidiary in 
a foreign country, extends the scope of enterprise activities beyond 
national boundaries. The new forms of investment (NFI) (OECD, 1987: 
24; Oman, 1989: 15), together with equity investment, cross-border 
licensing, and sales agent agreements, expand the scope of enterprise 
networks. The cross-border financial investment handled by banks and 
security firms integrates investors (individual, corporate or institutional) 
and borrowers (governments, enterprises and supra-states) from multiple 
state jurisdictions. 

This expansion of the cross-border flow of goods, services and capital 
has been greater than the growth of productive activities in the postwar 
period. However, the growth of these flows did not take place simul­
taneously; nor was the resulting integration uniform over different parts 
of the world-economy. The general trend observed was a cycle of 
different modes of integration leading the integration process succes­
sively. Trade led world integration in the 1950s. In the 1960s, while 
trade continued to expand, POI became the primary mode of inte­
gration. International bank lending boomed in the 1970s, and U!ter­
national security flows became the fastest growing mode in the 1980s. 

The expansion of international trade in the early postwar period was 
perceived to be the engine of growth (Soete, 1991: 51). While the value 
of world exports expanded 1.23 times in thirty-seven years between 
1913 and 1950, it expanded 9.6 times in thirty-six years between 1950 
and 1986 (M:ad.dison, 1989: 142, Table D-5). The break in the growth 
of trade again occurred around 1973, as shown in Table 3.5. 

In the general trend of world trade expansion, trade in manufactured 
goods expanded the most, and the growth of manufacturing trade was 
much larger than the growth of manufacturing production. From 1963 
to 1979, manufactured exports rose by 281 per cent, while manufacturing 
rose by 149 per cent. In the same period, exports and production of 
minerals rose by 99 per cent, agricultural exports by 94 per cent, with 
agricultuml production growing only by 45 per cent. From 1980 to 
1988, the annual growth rate of manufacturing trade was 5 per cent, 
while that of manufacturing production was 3.5 per cent (Kenwood and 
Lougheed, 1992: 286-7). 
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The growth of trade activities occurred primarily among OECD 
countries, whereas the redistribution of manufacturing activities showed 
a more worldwide pattern. As the figures in Table 5.6 indicate, exports 
from the OECD countries led the integration of the world-economy 
throughout the postwar period. In terms of regional composition, the 
decline of North America and the rise of East Asia as the source of 
exports stand out. 

As the integration of the world-economy through international trade 
slowed down after 1967/73, cross-border capital movements, such as 
FDI, international bank lending and international portfolio investment 
successively picked up the baton as the major mechanisms of world­
economy integration, supplementing trade flows. For example, the 
current value of expom intteased 3.5 times between 1975 and 1989 
while the FDI outflow increased 7 times in the same period (UNCTC, 
1991: 5, Fig. 1). 

The growth of FDI activities is summarized in Tables 3.7 and 3.8. 
The annual FDI outflow and inflow almost doubled in every five years 
between 1970 and 1988. Generally speaking, FDI expansion in the 1950s 
and 1960s was led by US corporations which were attempting to circum­
vent the tariff wall of the BEC. FDI in the 1970s was, however, led by 
European and Japanese corporations in an attempt to secure markets in 
the core zone and to lower production costs by using cheap labour in 
the periphery. FDI expansion in the 1980s was led once again by the 
European and Japanese corporations, but now primarily in service sectors 
such as finance. As a result of FDI expansion, the share of FDI inflow 
in gross domestic capital formation increased (see Table 3.9)- In terms 
of the country share of FDI outflow and inflow, the integration of the 
world-economy achieved through FDI was predominandy among the 
countries of the core zone. Also, there was a marked decline in the 
share of FDI outflow from the USA and an increase in that from 
Europe and Japan, while the share of the USA as a recipient of FDI 
increased, together with a continuation in the importance of Europe as 
the principal POI destination. 

International banking activities also expanded since the second half 
of the 1970s. The expansion of international bank lending increased 
after 1974, as US banks (re)circuJated the oil dollars to governments in 
the periphery and semiperiphery. This took the form of syndicated 
loans, in which short-term loans were rolled over to create long-term 
loans at variable interest rates. The second oil price increase in 1979-
80 combined with the anti-inflationary tight monetary policies instituted 
by the states of the core zone, however, resuJted in an accumulated 
debt problem for a large number of devdoping countries and the oonse-
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quent erosion of US bank dominance in the early 1980s (Okumura, 
1988b: 17-18). Since then, international bank lending has been led by 
Japanese and European banks (Nishimura, 1988). 

At the end of 1991, the total stock of international bank assets was 
$6,147 billion, and liabilities were $6,084 billion (BIS, 1992: 163). Inter· 
national assets became a large portion of total bank assets. For example, 
the total assets of the top thirty Japanese banks was $5,609 billion in 
1989, ranging from the world's largest bank (DIK) with $413.2 billion 
to the world's one·hundredth largest bank (Shizuoka Bank) with assets 
of only $47.5 billion (Fomnt Dimtory, July 30, 1990: 324-7). The inter­
national assets held by all Japanese banks, which showed the largest 
national concentration of that year, were $1,969 billion (BIS, 1992: 163). 
This implies that about one-third of Japanese bank assets were intec· 
national assets. The ratio of international bank lending to GDP is a 
further measure of its great expansion. For the OECD countries, the 
ratio increased from 6 pet cent in the mid-1970s to 10 per cent in 1980, 
and to 17 per cent in 1989 (Bosworth, 1993: 9). 

Portfolio capital movements expanded gready as well in the 1980s. 
This form of investment includes the sale and purchase of the foreign 
bonds issued both by governments and by private enterprises, as well 
as investment in foreign equities which do not result in takeover by 
foreign equity holders or a substantial increase in their control According 
to the BIS (1992: 94), the average annual outflow was $2.48 billion in 
1975-79,$8.36 billion in 1980-84,$35.36 billion in 1985-89, and $214.6 
billion in 1990-91. The major sources of portfolio investment were 
European Community (Eq countries and Japan, and the major recipients 
were EC countries and the USA, although portfolio investment inflow 
into Japan increased substantially in 1991 ($115.3 billion). 

We see the importance of international portfolio investment by 
comparing the size of world equity and bond markets and the share of 
cross~border ttansactions in equities and bonds. World equity market 
capitalization expanded from $500 billion in 1960 to $8,300 billion in 
1990, and during these years the US share dropped from 73.3 per cent 
to 33.2 per cent, Europe raising its share from 21.5 per cent to 23.9 per 
cent, and Japan increasing its share markedly from a negligible levd to 
33.2 per cent (Ibbotson and Brinson, 1993: 106, Fig. 6-1). Cross-border 
equity flow increased especially in the 1980s, amounting to $1,441 billion 
in 1990 (Goldstein et al., 1992: 37, Table 7). This means that 17.4 per 
cent of total wodd equity was in the hands of foreign owners. 

The total amount of outstanding bonds, both domestic and inter­
national, at the end of 1989 was $12,516 billion, out of which $1,348, 
or 10.8 per cent, was in international bonds. At the end of 1991, the 
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total figure increased to $15,040 billion while the international bond 
figure increased to $1,651 billion, or 11.0 per cent of the total world 
outstanding bonds (as 1:alculated from the figures in BlS, 1992: 177). 

The growth of international financial flow has resulted in the evo­
lution of world capital markets from a set of loosely linked national 
markets to a single global entity (Bosworth, 1993: 7). One of the 
distinctive features of this development is the increasing role of the 
Eurodollar and other offshore markets which are not regulated by any 
state agency. By 1988, the size of the Eurodollar market had grown to 
$1,500 billion, and other Euro-currency markets to $1,000 billion 
(Kenwood and Lougheed, 1992: 267). Under dle condition of stagnation 
in the world-economy, global financial transactions have expanded 
tremendously to the point that no state interventions, singlehandedly or 
jointly, were able to manage or control tile global financial markets 
(Wriston, 1992; Miyazaki, 1992). 

As a result of liberalization and the integration of financial markets, 
the opportunities for an investor in one country to invest in financial 
assets from all over the world have increased. For example, out of 
$44,425 billion financial wealth of the wotld in 1990, over 50 per cent 
of the tota1 ($22,417 billion) was available to US investors (Ibbotson 
and Brinson, 1993: 15--16, Figs 1-4, 1-5). 

The integration of the world-economy in terms of the movement of 
people and information also steadily increased throughout tile postwar 
period. In particular, migration from the periphery to the core, or even 
to the semiperiphery, increased in the 1967/73-90 period as develop­
mentalist experiments failed in many developing countries. At the same 
time, expanding telecommunications networks and quickly expanding 
data-processing capabilities were tile key elements in the growth of the 
world capital markets and the globa1 business service industries. 

The above trends taken togetiler reveal the following features of the 
expansion, integration and polarization of the world-economy in the: 
postwar period. First, the expansion in the intra-national and inter­
national flows of goods and services promoted furtiler sepantion of 
tile loci of production and consumption (trade in final goods) and the: 
increasing integration of productive activities conducted at different 
places (trade in raw materials and intermediate products) through the 
formation and expansion of the enterprise networks. 

Second, the expansion of international financial flow and self­
regulating capital markets resulted in the formation of a heterogeneous 
structure of markets in the world-economy - the labour markets where: 
cross-border migration was relatively tightly managed by the: states, the 
goods and services markets where restriction over cross-border move-
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ment had been removed gradually, and the 6nancial markets which 
became increasingly global and self-regulating. 

Third, the integration of the world-economy progressed primarily as 
an intra-core affair in the second half of the twentieth century in contrast 
to the period of colonial imperialism in the previous era. This, however, 
does not mean to deny the crucial and expanding role of the periphery 
and semiperiphery as the supplien of low-cost, labour-intensive manu­
factured goods as well as underpaid workers for the core. Furthermore, 
core-centred expansion resulted in a widening absolute income gap 
between the populations in the core and those in the periphery and 
semiperiphery. 

Fourth, there emerged a tripolar regional structure, the so-called Triad 
of North America, Europe and East Asia (Ohmae, 1985). The Triad 
countries accounted for 65 per cent of the world GOP in 1987, 50 per 
cent of world trade in 1989 (UNCTC, 1991: 36}, and nearly 100 per 
cent of world financial flows (BIS, 1992). The intra-Triad integration 
proceeded at a faster rate in the 1980s. According to UNCTC (1991), 
between 1980 and 1988, intra-Triad FDI stock nearly tripled, from $142 
billion to $410 billion. In 1980, the stock within the Triad accounted 
for 30 pet cent of the worldwide stock of inward investment; by 1988, 
intra-Triad stock had increased to an estimated 39 per cent of world­
wide inward stock. Thus, interactions within the Triad have outpaced 
both interactions in the rest of the world and interactions between the 
Triad and the rest of the world, indicating a faster rate of integration 
within the Triad than between the Triad and the rest of the world 
(UNCTC, 1991: 36). As of the early 1990s, the world's top industrial 
corporations and banks are primarily from the Triad as Tables 3.10, 
3.11, and 3.12 indicate. 

The Expanding Role of Transnational Corporations 

The above structural changes in the world-economy in the second half 
of the twentieth century have been caused primarily by the expansion 
of the activities of capitalist enterprises which are increasingly trans­
national and trans-statal, renewing earlier traditions. Let us review the 
expansion of the role of transnational corporations by looking at the 
FDI and other data. 

The emergence of large-scale business enterprises whose activity 
spanned several state jurisdictions has often been described as the 'late 
20th century development sequence' (faylor and Thrift, 1982b: 24, Fig. 
2.1). In fact, it renewed an imporWlt capitalist tradition of the early 
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modem period, which has declined in the nineteenth century. Many 
large US national business organizations grew into multinational business 
organizations, mainly since the 1950s. The FDI outflow balance of the 
USA which led the growth of world FDI activities in the early decades 
of the postwar period, more than doubled between 1950 and 1957, 
from $11.8 billion to $25.4 billion, and then doubled again between 
1957 and 1966, to $51.8 billion (Okumura, 1988a: 284-5, Table B-1). 

Beginning in the 1960s, the term 'multinational corporation' (MNC) 
came to be used to describe those corporations that 'operate production 
facilities in a number of different countries' (Ethier, 1983: 266). As the 
MNCs grew further and gained relative autonomy from state regulation 
and intervention through their operation in multiple countries, the term 
'transnational corporation' (fNC) was frequently substituted for 'MNC' 
- for example, in the publications of the United Nations Centre for 
Transnational Corporations (UNCTC). In the late 1980s, a third term, 
'global company', was suggested, reflecting better the degree to which 
the scope of corporate activities was worldwide (see, for example, Julius, 
1990), but it did not catch on, possibly because there exists some 
scepticism about the degree of true globality of the 1NCs (The EC(IIfomist, 
27 March 1993: 5). Although there are no official estimates of the 
number of TNCs, available information suggests their steady increase 
in the postwar period. In 1980, the number of TNCs was estimated to 
be over 10,000, controlling at least 90,000 foreign affiliates (Stopford 
and Dunning, 1983: 3). By the early 1990s, these figures had increased 
to 35,000 and 170,000, respectively (Tbe Economist, 27 March 1993: 5). 
In 1984, the number of total non-bank US transnationals was calculated 
at 2,088, with 16,892 foreign affiliates (Dunning, 1993: 81, Table 6.1). 

Expansion of the subsidiary networks, the outcome of increased FDI 
activities, may be seen in Table 3.13, which summarizes the subsidiary 
networks for 315 major TNCs between 1950 and 1970. It is dear from 
the table that the majority of large TNCs expanded their subsidiary 
networks beyond six countries in the two decades. Although comparable 
data for the 1980s are not available, the number of subsidiaries and 
affiliates expanded in the 1970s and 1980s, especially in the second half 
of the 1980s, as we can see from the spurt of FDI growth in that 
period. 

These 1NCs dominate world industrial production. The high degree 
of concentration may be seen in the data collected in Markel Sbare 
Reporter (1992) for selected industrial sectors (see Table 3. 14). The 1NCs 
played an important and expanding role in the world-economy in terms 
of the share in world production and trade. Humes (1993: 26) states 
that 'by 1989, the total sales [more than $3,800 billion] generated by the 
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50 largest industrial corporations significandy contributed to the total 
GNP ~ess than $18,000 billion] of the countries of the world'. Further­
more, '[t)he combined assets of the top 300 firms now make up roughly 
a quarter of production assets in the world' (The Eronomitt, 27 March 
1993: 5). 

Another measure of TNC production activities was direct foreign 
production, a measure suggested by Clegg (1987), who shows that the 
proportion of overseas production of the TNCs of a country to the 
total production in that country has increased in all countries (see Table 
3.15). Furthermore, the pace somewhat quickened between 1970 and 
1975 as compared to the period 1965-1970. Stopford and Dunning 
(1983) analysed the data of the world's largest 500 TNCs listed in 
Stopford (1982). According to Table 3.16, which reproduces a part of 
their analysis, the production share of foreign-owned fums out of total 
manufacturing increased in the 1970s. It is suspected that the rapid 
increase in intra-core FDI in the 1980s, together with the phenomenon 
Gordon (1988) called the 'recentralization of capital in high income 
countries', the contribution of foreign-owned firms (from the core) has 
expanded in the core countries. 

At the same time, the production of overseas subsidiaries as a per­
centage of total worldwide production of major TNCs increased overall 
between 1977 and 1981 from 30.7 per cent to 33.2 per cent. As Table 
3.17 indicates, the performance differed by industry and nationality. 
Furthermore, the degree of transnationalizacion in terms of the sales 
share of foreign affiliates in total sales of non-bank US TNCs is given 
in the same table. We can conclude that the activities of foreign subsidi­
aries and affiliates are a quite significant aspect of TNC activity today. 

The share of subsidiary production for total production by TNCs 
varies according to the home country of the TNCs. The share was high 
for the TNCs from small European countries, low for newcomers in 
transnationalization, and intermediate for the old home countries, as 
shown in Table 3.18. 

The share of TNC-related trade out of total trade also indicated the 
degree of TNC network expansion. Intra-firm trade, which is primarily 
cross-border transactions between the subsidiaries and the parent 
company, takes about one third of trade in the USA and Japan, as shown 
in Table 3.19. Julius (1990) introduced the concept of FDI-rdated trade 
to capture trade activities of TNCs that are not included in intra-firm 
trade. FDI-related trade refers to all trade involving at least one TNC 
or its affiliates on either side of the trade. As Table 3.20 indicates, about 
one-half or more of the trade of these countries was handled by the 
TNCs. 
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The large corporations were responsible for a good proportion of 
capital formation in their home countries, and, as the transnational 
network expanded, TNC investment abroad increased in importance as 
well. The FDI share in gross domestic capital formation is one measure 
that indicates the transnational expansion of enterprise networks (see 
Table 3.9). In the 1980s, the share of foreign enterprise investment in 
gross domestic capital formation increased in the developed market 
economies more than in the developing countries, although the level 
was substantially higher for dle developing countries. The share increased 
for the UK, the USA and the Federal Republic of Germany, but that 
for Japan remained low, and the share actually declined in Latin America 
and the Caribbean countries. Overall, however, we can conclude that 
the TNC network expanded substantially in the core through FDI, and 
the dependency on FDI increased in the periphery. 

The Industrial Sector 

The above figures indicate that the role of TNCs has expanded in the 
second ha1f of the twentieth century. This expansion was a direct result 
of the formation and transformation of corporate networks, which differ 
according to the country of origin of the TNC and in different indus· 
tries. Let us trace the network formation of the TNCs' industrial activities 
by examining the country data of FDI outflow and inflow. FDI is a 
record of overseas investment activities that is one mode of cross· 
border expansion of the corporate network. Through FDI, a source 
country TNC opens either subsidiaries (defined as 100 per cent owner· 
ship) or affiliates Qess than 100 per cent ownership). Although there are 
other means to expand the corporate network abroad, such as inter· 
national subcontracting and licensing, comprehensive data for these other 
forms are not available in many cases. 

If we refer back to Tables 3.7 and 3.8, we see that, while FDI grew 
by increasing amounts throughout the period, there was a fluctuation in 
the rate of growth. For example, the pace of growth slowed down in 
the 1980-84 period. The yearly FDI performance summarized for the 
G5 countries (USA, UK, France, Federal Republic of Germany, and 
Japan) by Julius (1990: 21, Fig. 2.2) shows a spurt of FDI activities in 
three periods: 1970-73, 1977-79 and 1983-87. While the decline in 
FDI outflow from G5 between 1973 and 1974 was small and temporary, 
the trend in decline between 1979 and 1983 was significant and longer 
lasting. 

The country share in FDI flow tells us the temporal shift in active 
expansion of the TNC networks in different countries. In the 1960s 
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and the 6rst half of the 1970s, US 1NCs were responsible for more 
than 50 per cent of world outbound invesunent. The uansnationalization 
of US 1NCs in this period needs to be placed in the context of the 
effort of US corporations to maintain the domination they had had in 
the world market since the immediate postwar period. In the 1950s, the 
major industrial corporations of the USA dominated the most important 
segments of the world market - the US and West European markets -
through trade. Under conditions of currency non-convertibility, the 
purchasing power for US exports was provided to European countries 
through the Marshall Plan. By 1950, the network of US 1NCs spread 
mainly to Canada and Latin America, which accounted respectivdy for 
34.5 per cent and 29.3 per cent of US FDI outflow balance in 1957, 
and in the manufacturing and petroleum sectors, which accounted for 
31.5 per cent and 35.7 per cent of the outflow balance, respectively. 

As currency convertibility was restored in the late 1950s, some West 
European countries moved toward the formation of the EEC, which 
served among other things to provide partial protection for their enter­
prises from the competition of US companies. The US industrial 
corporations responded to this by investing diw::cly in Europe and 
setting up subsidiaries to serve as the manufacturing base for the 
European market in the 1960s. By 1970, the share of Europe in total 

US FDI outflow balance increased to 33.5 per cent from 14.7 per cent 
in 1950 (Canada's share dropping to 27.8 per cent and Latin America's 
share to 14.7 per cent), and the share of manufacturing industry 
increased to 41.1 per cent (the petroleum sector dropping to 26.2 per 
cent) (Okumura, 198&: 284-5, Tables B-1, B-2). 

By the combination of the policy of industrial protection and 
promotion undertaken together with US government assistance justified 
by the objective of containing Communism, the West European and 
Japanese states managed to create industrial corporations which could 
compete with US 1NCs in the 1960s. In the late 1960s, US domination 
in world production and trade in manufactured goods eroded, and in 
the early 1970s, West European corporations deployed their networks 
within each other's boundaries and into North and South America, 
coming to surpass the USA as the major source of FDI. 

For example, the FDI outflow balance of the UK shows a marked 
increase ofFDI in Europe from £455 million in 1962 to £2,867 million 
in 1974 (13.4 per cent and 27.5 per cent of the UK total) and in the 
USA and Canada from £:185 million to £2,271 million (23.1 per cent 
and 21.8 per cent) in the same years. In the case of the Federal Republic 
of Germany, the share of Europe was 52.9 per cent and that of the 
USA was 17.2 per cent in 1976 (Okumura, 1988a: 296,300, Tables C-1, 
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D-1). This trend muks a major shift in the direction of capital flow 
from one from core to periphery to one that was intu-core in the 
1960s. 

In contrast to the market-oriented intra-core FDI of the USA and 
European TNCs, the transnationalization of Japanese industrial enter­
prise took a more periphery-oriented direction (see Kojima, 1978; 
Yoshiharn, 1976; Ozawa, 1979). Starting from small-scale FDI in Taiwan 
in the 1960s, Japanese firms shifted their labour-intensive manufacturing 
operations to East and Southeast Asia in the 1970s. Although the 
Japanese TNC network extended into the USA and the EC in the 1980s, 
periphery-oriented Japanese enterprise network expansion still continued 
even amidst the surge of service-sector FDI into the EC and North 
America in the 1980s. For example, developing countries accounted for 
55 per cent of total Japanese POI outflow balance (of which 28.2 per 
cent was in Asia) in 1976, 54 per cent (26.9 per cent in Asia) in 1980, 
and 46 per cent (20.6 per cent in Asia) in 1986 (Okumura, 1988a: 309, 
Table E·2). 

As a result of the growth of European and Japanese TNCs, US 
domination of world industry eroded in the 1970s, and this process 
continued in the 1980s. Let us examine the national composition of the 
major industrial 'INCs. Tables 3.10 and 3.11 summarize the top 50 and 
the top 500 industrial corporations listed in the Forlllne Dirulory. The 
lists contain the major industrial corporations, which are the trend· 
setters of 'INC activities. As may be seen, whereas in the 1950s and 
1960s US corporations dominated the world industrial scene, by the 
1970s European TNCs had made gains at the expense of US TNCs, 
and in the 1980s, Japanese TNCs made gains once again at the expense 
of US TNCs. 

The 1980s saw three major trends in industry·sector TNC network 
expansion: (1) increased intra·core FDI, prompted by bilateral protec· 
tionism (primarily on the part of the USA and France), and the further 
anticipated integration of the EC scheduled for 1992; (2) integration of 
selected penpheral sites for low·cost manufacturing by the core TNCs; 
and (3) expanding collaboration and alliance among the TNCs from the 
Triad. 

lntra·core TNC network expansion is indicated by FDI inflow in the 
1980s. As compared to the 1970s when the major destination of FDI 
was Europe, in the 1980s the USA emerged as the: principal destination 
of FDI, although still followed closely by Europe (fable 3.8). The share 
of industrial-sector FDI inflow balance in the USA remained stable in 
the: 1980s (Okumura, 1988a: 284-5, Table S..t), indi01ting a significant 
expansion of the networks of non·US industrial TNCs in the USA. 



Satoshi Ikeda 5l 

The 'INC network expanded further into East and Southeast Asian 
countries in the 1980s in order to integrate low-wage (and reputedly 
docile) women's labour there. The FDI was supplemented by so-called 
'new forms of investment' (NFI) (Oman, 1989: 10), which included 
minority shareholding by the 'INC as well as international subcontracting; 
this was already the principal strategy of Japanese 'INCs in the 1960s, 
and it subsequendy spread among the 'INCs from other core countries. 
Through NFI, the host country's financial resource was mobilized without 
the TNCs exposing themselves to the potential risks of financial loss and 
prosecution for violating local labour and environmental laws. Further­
more, the TNCs were able to continue to have full control over the 
operation of their local affiliates, since the latter were completely de­
pendent on the 'INCs' technology, distribution, and marketing capability. 

According to Halbach (1989: 10, Table 2), minority shareholding 
joint ventures played an important role in developing countries in 
industries such as motor vehicle manufacture, electronics, machinery 
and precision instruments. The share of minority shareholding joint 
ventures out of all ventures in the developing countries was 50 per 
cent, 56 per cent, and 57 per cent for these three industries (based on 
questionnaire results from 30, 41, and 24 TNCs in the respective 
industries). Eight TNCs in the food-processing industry that partici­
pated in the same study did not have any minority shareholding 
arrangements, indkating the variation among industrial sectors in terms 
of the need and preference concerning minority/majority shareholding. 
The expansion of minority shareholding overall indicates the expansion 
in mobilization of host country capital. The shift from 100 per cent 
owned subsidiaries to NFI, especially in developing countries, enabled 
the TNCs to expand their control over local capital and enterprises 
without committing their own capital, which was devoted to high-return 
generating activities in the core regions. 

Intra-core TNC competition in the 1970s and 1980s involved trans­
national network formation in different regions, resulting in a different 
pattern of integration of the periphery and semiperiphery by each TNC 
group. The Japanese networks were deployed mainly in East and South­
east Asia, the EC networks in Central and Eastern Europe, and the US 
networks in Latin America {UNCfC, 1991: 56, Fig. VII; cf. Michalski, 
1991: 8). This., however, was not a mutually exclusive cross-deployment 
of the networks. For example, out of $7,067 million FDI in South 
Korea between 1962 and 1989, 50.3 per cent came from Japan. However, 
the US share was a healthy 27.5 per cent; and Switzerland, the Federal 
Republic of Germany, the UK, the Netherlands and France combined 
accounted for another 13.3 per cent (Dehm, 1990: 142). 
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The role of East and Southeast Asian networks deployed by the 
Japanese TNCs was to ex.port low-cost goods to the Triad. Some 68 per 
cent of total exports of Japanese manufacturing affiliates in Asia were 
to the Triad (35 per cent to Japan, 23 per cent to the USA, and 10 per 
cent to the EC). The regional network of Japanese 1NCs in Asian 
countries serves the 'three-legged strategy' (UNCTC, 1991: 47) of Japa~ 
nese TNCs through the supply of low-cost goods. The UNCI'C (1991: 
63) predicts that 'the role of EC transnational corporations in Central 
and Eastern Europe may come to resemble the relationships of Japanese 
transnational corporations with their Asian subsidiaries and United States 
transnational corporations with their Mexican subsidiaries, especially if 
Central and Eastern European countries are allowed to trade freely with 
the EC.' Thus three regional nerworks were formed (Humes, 1993: 26-
30). It should be noted once again that the regional networks are not 
regionally dosed. Instead, they are open to the entire world market, 
especially the Triad, based on the strength coming from the regional 
linkages (see Amin, 1993). 

As a result of the expansion of the scope of transnational corpora~ 
tions, world industrial activity not only increased in the core region but 
also spread into periphery and semiperiphery. Table 3.21 summarizes 
the annual growth rate of manufacturing. The growth centres in the 
1960s were Latin America, the so-called centrally planned economies 
(or CPEs - Eastern Europe and the former USSR), Japan and Israel 
(indicated by the difference between the total for Asia and Asia excluding 
Japan and Israel). In the 1970s, while growth in Western Europe lagged 
behind the world average, devdoping countries and CPEs led the list in 
growth rates. In the first half of the 1980s, however, Latin America 
collapsed, together with Western Europe and Oceania. Above average 
growth rates were achieved only in Asia, North America and the CPEs, 
but the performance of the CPEs was dismal compared to their previous 
performance. In the second half of the 1980s, world manufacturing 
growth recovered, but growth in Western Europe remained weak, 
together with a further deceleration in the growth rate in the CPEs. By 
contrast, the performance of Asian developing countries was particu­
larly impressive in the 1980s, together with a remarkable recovery on 
the part of Latin America in the second half of the 1980s. 

As a result, there was a shift of manufacturing activities from the 
Americas and Western Europe to Asia, while the USSR and Eastern 
Europe maintained their share. Furthermore, the rapid increase in 
manufacturing activities in developing Asian countries involved a sub­
stantial relocation of industrial activities from Japan, which was the core 
in this region, primarily to the Asian newly industrializing countries (or 
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NICs, which included South Korea, Taiwan, Hong Kong and Singapore) 
which constituted the semiperiphery of the region, and also to Thai· 
land, Malaysia, Indonesia and China, which constituted the periphery of 
the region. 

Those industries that were relocated to the peripheral and semi· 
peripheral zones in largest measure were the labour-intensive industries, 
the capital·intensive industries tending to stay in the core. The domina­
tion of the core in capital-intensive industries was exemplified by the 
location of automobile production, while marked intra·zonal shift in 
labour-intensive industries was exemplified by production of cotton 
woven fabrics and also television reccivers (see Tables 3.22, 3.23 and 
3.24). 

The marked rise in the share of industrial production in Asia since 
the 1970s was due in part to the spread of an organization of production 
called the multi·layered subcontracting system (Arrighi, Ikeda and lrwan, 
1993: 48-63). In contrast to the vertically integrated operation typical 
of the US TNCs, this system reduced labour and capital costs through 
the use of subcontractors. With the application of flexible production 
(Friedman, 1988: 20-26), Japan integrated East Asia (excluding North 
Korea, but increasingly China as well as Southeast Asia) into its sphere 
of accumulation, lifting up thC: entire region to be a major centre of 
production and accumulation. 

The importance of East Asia as a location of manufacturing produc­
tion has thus been increasing. The manu&.ctured export share of the 
so-called dynamic Asian economies (DABs, which include the Asian 
NICs, Thailand and Malaysia) in total manufactured exports of all 
developing countries has increased from less than 10 per cent in 1965 
to more than 45 per cent in 1988 (OECD, 1993a: 22, Chart 2). In fact, 
DAEs are the most important trade partner of OECD countries among 
non.QECD country groups, and their trade share W11S increasing rap· 
idly in the second half of the 1980s (OECD, 1993a: 25, Chart 4). The 
DAEs were the host of FDI from the core, and the share of Japanese 
FDI increased in the second half of the 1980s while the US share 
declined (OECD, 1993b: 35, Chart 1). 

Furthermore, the industries which went from the core to the 
periphery and semiperiphery were not limited to labour-intensive manu· 
factoring. For example, although crude steel production involves a 
capital-labour ratio higher than the average of all industrial categories 
(calculation based on employment and capital formation data in UN, 
1967; 1981; 1991), production has spread from the core to the periphery 
and semiperiphery (see Table 3.25). However, this industry had a low 
R&D content, as indicated by Soete and Verspagen (1991: 256). Indeed, 
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crude steel production technology has been standardized, and its tech­
nology 'rent' is already depleted. The steel manufacturing 1NCs of the 
core survived by upgrading their product mix from low-technology, 
mass production items to high-technology, specialty items in the 1970s 
and 1980s, as such semiperipheral countries as Brazil and South Korea 
expanded their production capacity in low-technology items (see Yachir, 
1988: 47-9). 

Thus, there emerged a separation of the location of high R&D/ 
high-technology production and the location of low-technology pro­
duction. Although we cannot present exact data, the share of produc­
tion costs in retail price was probably quite small, and the rest was 
composed of distribution, advertisement, retailing, product development, 
production technology development, insurance and finance costs, and 
profit. When the entire operation was under the control of a TNC, then 
the value-added component conducted in a peripheral or semiperipheral 
zone could become quite smaU, even if the production figure showed 
a larger contribution. 

Location of R&D activities and high-technology production was 
determined principally by the core 1NCs and core states in spite of the 
effort on the part of semiperipheral states to catch up with the core. If 
the core TNCs let the enterprises and states of the semiperiphery and 
periphery import advanced technology, it was not the most advanced 
and best technology. Only lower-level technology was transferred 
(Henderson, 1989: 44-8; Yachir, 1988: 47-9). Even if a core TNC located 
production assemblage of a high-technology item, like advanced 
electronics products, in a semiperipheral zone, the production of key 
components such as integrated circuits or microprocessors tended to 
remain in the core. 

Japanese companies, for example, have been very reluctant to transfer 
higher technology to other Asian countries (New York Ttmts, 13 October 
1991: Ft, F6; 5 December 1991: Dl, 022). In addition, the rise of 
inter-TNC collaboration for high-technology development excluded 
access to such technology on the part of states and enterprises of the 
periphery and semiperiphery (Ohmae, 1985: 134-44; New York Times, 1 
January 1992: 1, 48). The spread of the production of high-technology 
products in the semiperipheral and peripheral zones under TNC control 
implied a further integration of these zones and dependence on global 
TNC operations. Peripheral states and enterprises were left with 
increasingly fewer possibilities to achieve self-sufficiency because the 
high value-added segments of activities were monopolized by the core. 

The intensified competition among TNCs under the condition of 
slow economic growth since 1974 has resulted in the expansion of 
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corporate networks into the peripheral and semiperipheral zones of the 
world-system, seeking cheap labour for manufacturing without spending 
much capital under the NFI strategy. At the same time, there was an 
intrn-core network expansion, in particuJar in the service sector. This 
was in part a response to financial liberalization in the 1980s which 
eliminated restrictions on foreign exchange transactions, and in part a 
result of the pressure of investing surplus capital under conditions of 
slower economic growth. 

In addition to the TNC nerwork expansion, intra-core TNC alliances 
became an important strategy from the mid-1970s. Soete (1991: 61) 
observes that, in contrast to the period from 1950 to 1970 when manu­
facturing joint ventures were gradually expanding, the period since the 
mid-1970s saw a dramatic expansion in joint ventures involving R&D 
activities. The international TNC alliances were the result in part of the 
increasing requirement of R&D investment involving high risk (UNCTC, 
1991: 37; Yoshitomi, 1991, 20). 

Hargert and Morris (1988) studied cooperative agreements and 
collaboration, as reported in major European business journals. First, 
they found that the number of cooperative agreements among TNCs 
from different home countries increased substantially in the 1980s. The 
number of cooperative agreements involving US and EC TNCs increased 
from fewer than ten in 1979 to nearly two hundred in 1985. Likewise, 
those involving EC and Japanese TNCs increased from almost zero in 
1979 to about eighty in 1985, and those involving US and Japanese 
TNCs increased from almost none in 1979 to about sixty in 1985. 

Second, international coUaboration was observed in the R&D-intensive 
industries such as aerospace (19.0 per cent), telecommunications (17 .2 per 
cent), computers (14.0 per cent), other electrical (13.0 per cent), and 
motor vehicles (23.7 per cent). Third, the principal purpose of collabora­
tion was joint product development (37.7 per cent), production (23.3 per 
cent), and development and production (16.8 per cent). Fourth, the pre­
dominant collaboration partners were rivals (71.3 per cent). Finally, the 
composition of collaboration partners was inua-EC, 30.8 per cent; EC­
USA, 25.8 per cent; EC-Japan, 10.1 per cent; USA-Japan, 8.4 per cent; 
intra-USA, 8.4 per cent; and others between Triad TNCs and non-Triad 
TNCs, 16.6 per cent. Since the source of information was European 
publications, collaborative arrangements among Japanese TNCs and those 
between Japanese and US TNCs may be underrepresented. Taking that 
into consideration, it is dear from their figures that collaborative ventures 
were sought equally by the TNCs from all members of the Triad (also, see 
Soete, 1991: 61). The continuation of the above trend is confirmed by 
Hagedoorn (1993), who extends the study of Hargett and Morris to 1989. 
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Given the emergence of a Triadic world-economic structure, the 
TNCs have been seeking to expand market shares in all three major 
markets - the EC, the USA and Japan - through FDI, collaboration, 
and merger and acquisition (BJeeke and Ernst, 1993). Increasingly, low­
wage countries in Asia, Central and Eastent Europe, and Latin America 
have been integrated into the expanding and intensifying regional net­
works controlled by the Triad 1NCs as low-cost manufacturing zones. 

Humes (1993) describes the change in the strategy of the TNCs, 
which attempt to cope with a rapidly changing and increasingly compli­
cated market shuation. The desire to spread the costs and the risks and 
to speed up the development and distribution of new products has led 
not only to more mergers and acquisitions but also to a variety of 
forms of joint ventures and other types of alliances for R&D, manu­
facturing and marketing. Differences in the cost of staffing. raw materials, 
manufactured components and money (which change as currency 
exchange rates fluctuate) force transnationals to develop globally flexible 
sourcing strategies. The impact of these forces has been reinforced by 
differences in the extent to which countries engage in protectionism, 
the variety of tariff and non-tariff means countries use to apply protec­
tionism, and disparities in the application of their protectionism. AU of 
these factors have increased the extent to which multinationals not only 
market but also manufacrure and source multicontinentally (Humes, 
1993: 25-6). While labour-intensive manufacturing activities have been 
shifted to the periphd'y of the world-economy, the 'brains' of the rnc 
networks - product and process research and development, advertising, 
marketing, financing, distribution, and so on - have been kept in the 
core. 

The Service Sector 

In the environment of slowed economic growth, some service sectors 
became the most profitable sectors in the capitalist world-economy. 
While some industria] activities spread to the periphery and semi­
periphery in the postwar period, the most profitable service activities 
are currently and will be in the future monopolized by the TNCs from 
the core. Who gains control over a few growing service sectors will 
probably decide the structure of world-level accumulation in the coming 
decades. 

As the USA lost its supremacy in production and trade in the 1970s, 
the service sector, such as banking, financing, business services, trans­
portation and telecommunications became the principal area of US 1NC 
operation. Increased internationa1 lending on the part of US banks, 
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together with increased portfolio investment abroad in the 1970s, marked 
the shift from industry to business-related services. European and 
Japanese service TNCs, however, caught up with the US service TNCs 
rather quickly (see, for example, Table 3.12). The world service market 
came to be dominated by a small number of major TNCs from the 
Triad. 

The tertiary or service sector, which is usually defined as residual of 
the primary (agriculture and extracting) and secondary (manufacturing) 
sectors, has been increasing in importance. Table 3.26 shows that the 
importance of the service sector as measured by its GDP share increased 
significantly in the past two decades. Also, the growing importance of 
the service sector in the world-economy was reflected in the rapid rise 
of service-sector FDI as compared to the rise of industrial-sector FDI. 

The sectoria1 distribution of FDI showed a cycle where raw material 
extraction, manufacturing and services took turns as the leading sector 
in ttansnationalization. UNCfC (1991: 15) observes that '[d]uring the 
1950s, foreign direct investment was concentrated in raw materials, other 
primary products and resource-based manufacturing; today, it is mainly 
in services and in technology-intensive manufacturing'. 

In the case of the USA, the share of service-sector FDI (trade, 
transportation, banking and financial sectors) increased from one-quarter 
of total FDI in 1950 to one-third in 1986. As Table 3.27 shows, the 
share of service sectors in total inward and outward FDI balance became 
significant in the USA, the Federal Republic of Germany and Japan. 
The increase in the stock of service-sector FDI W1lS a result of the 
rapid change in the flow of service-sector FDI as summarized in Table 
3.28. 

The rising share of FDI in the service sector in recent decades - 40 
per cent of world FDI stock and 50-60 per cent of annual flow by the 
end of the 1980s - W1lS brought about by the decreasing cost of data 
processing and telecommunications (Aharoni, 1993: 1-2). At the same 
time, invisible trade as a percentage of total trade increased. The share 
of invisible trnde receipts (which reflects trade in services) in total re­
ceipts increased from 23.4 per cent in 1960, to 25.2 per cent in 1970, 
to 26.2 per cent in 1982. The share in payments increased from 23.2 
~-~l~m~~-~l~ro~~-~~ 
(Enderwick, 1989: 9, Table 1.2). The world export of services is domi· 
nated by the core. As Table 3.29 shows, the top ten countries controlled 
about two-thirds of the world total in 1980. 

The most important service items whose trade and FDI activities 
were increasing were business-related services such as financial serv­
ices, legal advising and coosultation, insurance, transportation, and 
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telecommunications and data processing. Although the market was 
expanding in these sectors, it was dominated by the 1NCs, which were 
expanding their networks throughout the world. 

The banking sector is one of the oldest business services in the 
capitalist world-system. Transnationalization took place at an early stage 
in this sector, but the expansion of cross-border networking has been 
quite remarkable in recent decades. And, as a result, 'all of the industrial 
countries have a large number of branches and representative offices in 
other industrial countries, as well as in developing countries and the 
two major Communist countries, the USSR and China', and the number 
of multinational banks increased from 2,744 in 1968 to 5,814 in 1983 
(Grube!, 1989: 63). 

Table 3.30 shows the growth of the assets of the world's top fifty 
banks. It is dear that the banking sector experienced tremendous growth 
of its top corporations. Japanese banks increased their share signifi­
candy, which is reflected in the change of the composition of the world's 
top fifty banks (see Table 3.12). Between 1970 and 1990, the number 
of US banks in this group dropped substantially while the number of 
Japanese banks increased. European banks maintained their presence in 
the list without much change. The ranking by the ForlH!It Directory, 
however, is based on the total amount of assets, which does not 
necessarily reflect the profitability of these banks to investors. Accord­
ing to E11romoney (February 1993: 102), J.P. Morgan, a US bank, is the 
world's best bank in terms of shareholder's equity, return on equity, and 
so on. Indeed, the best Japanese bank, Sumitomo Bank, was ranked 
only in forty-third place. 

The growth of banks measured by the growth of total assets of the 
top fifty US banks was faster on average than that of the top fifty US 
industrial corporations (see Table 3.31). However, the growth of banks 
slowed down in the 1980s while the total assets of the top fifty US 
diversified service companies kept growing at a high rate. This reflected 
the trend of 'securitization' where corporations and other borrowers 
obtained money not through bank lending but through bond and equity 
sales in the financial markets. Financial market liberalization with un­
restricted foreign-exchange transactions triggered a worldwide trend 
toward securitization. 

The relative importance of banks in financial activities of corpora­
tions and households was decreasing in the 1980s. Bank deposits as a 
proportion of corporate financial assets declined in Germany from 57.5 
per cent in 1980 to 43.8 per cent in 1990. In Japan, there was a quite 
sharp drop especially in the second half - that is, from 78.9 per cent 
in 1980, to 77.8 per cent in 1985, to 46.5 per cent in 1990. In the USA, 
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the proportion had been low for some decades due to the earlier 
development of the financial markets; in 1990, the figure was only 18.8 
per cent. Bank deposits as a proportion of household financial assets 
declined in the 1980s as well in the Federal Republic of Germany and 
Japan. The share of bank loans as a proportion of corporate liabilities 
also declined during the 1980s (Goldstein et al., 1992: 3, Table 1). 
These changes indicate that corporations and households were increas­
ingly integrated directly through sales/purchase of equity and bonds, 
while indirect channelling of money through bank deposits and loans 
was losing its predominance. Thus, bonds and equities became the 
principal method for business finance in the second half of the 1980s 
(Goldstein et al., 1992: 60-61, Table A12). 

Increasingly, the transnational banks were engaged in non-interest­
earning activities such as the role of bookrunners and nwtagers for 
bond issuing. The share of non-interest income in gross income was 
increasing in the 1980s; for example, from 31 per cent in 1981 to 38 
per cent in 1990 in the case of large US commercial banks, and from 
24 per cent in 1981 to 36 pet" cent in 1990 in the case of large Japanese 
commercial banks (Goldstein eta!., 1992: 54, Table A6). 

The financial service sector expanded as the world equity and bond 
market expanded. The major players in this market were the diversified 
financial service companies and banks from the core. According to the 
Forfllne Directory, the world's top fifty diversified service companies 
recorded $19 billion profit in 1990, which was 70 peE cent of the profit 
made by the world's top one hundred commet"cial banks, even though 
the assets of the former ($2,480 billion) were just one-quarter of those 
of the latter (Forfllnt Directory, 26 August 1991). In terms of the nation­
ality composition of the world's largest diversified service companies, 
US companies dominated the list with nineteen in 1991, followed by 
Japan with twelve. The rest were all European companies (FortNJU Di­
rectory, 24 August 1992: Table 14). 

The world insurance market grew substantially from 1970 to 1983. 
Total life insurance increased by 4.5 times (to $180.1 billion); total non­
life insurance increased by 3.8 times (to S263.3 billion); and total re­
insurance increased 4.2 times (to $40 billion) (Nusbaumer, 1987: 131, 
Table 5-5}. However, the international transaction of insurance services 
either through trade or FDI was still restricted by virtually all countries, 
and therefore the international transaction of insurance services was 

limited (Lanvin, 1993: 75; Nusbaumer, 1987: 130). As a result, insurance 
business tended to make higher profits. For example, according to the 
Fortunt Dinctory for 1990, the world's top fifty life-insurance companies 
with combined assets of $1,907 billion made a net income of $43.7 
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billion, which was greater than the profits made by the world's top one 
hundred banks ($39.3 billion) with total assets of $13,927 billion (Fo,... 
11111e DiruJ(Jry, 26 August 1991). 

In order to cover risks under such conditions, international re­
insurance was increuing in importance with a concentrated market 
structure. Nusbaumer (1987: 133) states that, 'due to the size of risks 
involved in reinsuring business. the market tends to be dominated by a 
few large firms operating on a global scale.' The Jifteen largest re­
insurance companies in the world collected premiums that netted $12,354 
million, which w.~.s 30.1 per cent of the total world reinsurance business 
(Nusbaumer, 1987: 134, Table 5-8). 

In the advertising industry, there was a growing demand for the 
multinationalization of advertising firms so as to match the needs of 
advertisers who operated multinationally. From 1975 to 1985, the share 
of world advertising expenditures handled by advertising TNCs increased 
from 13 per cent to 20 per cent (Kakabadse, 1987: 47-8). The top ten 
advertising groups accounted for about 10 per cent of world advertising 
business in 1985 (based on data in Kakabadse, 1987: 49, Table 11). 

The management-consultancy market was growing rapidly and 
advertising firms and accounting firms were the major players. The US 
market, which was the world's largest, had a revenue of about $4 billion 
in 1985. Arthur Andersen, the biggest accounting firm in the world, took 
$477 million of that market (Kakabadse, 1987: 50). Arthur Andersen 
expanded its offices outside the USA rapidly, from 19 in 1960, to 48 in 
1974, and 105 in 1983 (Noyelle and Dutka, 1988: 30, Table 3-2). This 
is a good example of the expansion of business service TNCs. 

Accounting firms also transnationalized their networks. Among the 
world's thirteen largest firms, there were 3,938 foreign offices in 1982 
(Noyelle and Dutka, 1988: 31, Table 3-3). Law firms extended their 
foreign operation as well. Among the 100 largest US law firms, the 
number with foreign offices increased from 22 in 1965 to 46 in 1984. 
The numbet of foreign offices among these firms increased from 31 in 
1965 to 105 in 1984. 

Although the size of the business service sector was small compared 
to that of the industrial sector, it was an expanding and profitable sec­
tot in the 1980s. Kakabadse lists three forces that drove the expansion 
and concentration in this sector: (1) trans-border data flows and the 
existence of worldwide information networks; (2) the need of TNCs to 
expand their operations in order to be able to continue to service their 
clients, mainly other multinationals; and (3) the increasing capacity of a 
relatively small number of TNCs to offer a wide range of services in 
the world market (1987: 51). 
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The For/line Dirutory list of the world's 100 largest diversified service 
companies has become dominated by the Japanese TNCs. Especially 
noteworthy was the fact that nine of the top ten largest companies were 
Japanese twling companies (Sogo Shosha) in 1990. The nationality break­
down of the top 50 and 100 reveals that East Asia, North America, and 
Europe rook about one-third each in 1990, with a decline in the number 
of European firms in 1991 (from 32 to 28) and increase in Bast Asian 
firms (from 33 to 40) (Fortune Diredory, 26 August 1991; 24 August 
1992). 

ln spite of the predictions in the 1970s that TNCs would be taking 
over the world-economy in terms of asset and production shares, the 
growth of the top industrial TNCs in fact slowed down during the 
economic downturn (see Table 3.14). Prime opportunities for profit­
making seem to have shifted to selected service sectors, and, because of 
the diverse characteristics of the service sectors, it seems as if many 
new business opportunities have been opened up in recent years. By 
taking advantage of such opportunities, some corporations have come 
to lead new billion-dollar industries in tourism, computer software, health 
information, and computer game programming. These fast-growing and 
profitable sectors, however, often relied on previously existing industries 
in some crucial aspects. For example, the growing tourism industry was 
providing many windows of opportunities for new business. But the 
most profitable segments - for example, production of airplanes for 
ttansportation, reservation information networks, and credit card and 
other services for travellers' convenience, were controlled by a small 
number of firms. Similarly, the booming diet industry has to rely on 
existing food-processing companies for the preparation of their products, 
and growing cosmetic companies depend on the giant chemical TNCs 
for the preparation of taw materials. 

Together with high-technology industries, the business service sectors 
provided opportunities for funher accumulation, and the contenders 
for these opportunities were the TNCs from the Triad. 

US Hegemony and the World-Economy 

The transformation of the world-economy and its agents of capital 
accumulation described above did not take place in a market free from 
government interventions. The core states have in fact been continuously 
negotiating the rules of the game for business enterprises bilaterally and 
multilaterally throughout the postw.u period. The resulting principal 
elements of the postwar 'international economic order' - libenll trade 
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and 6nancial movement, and a fixed exchange-rate system with dollar­
gold convertibility - were the result of such negotiations under the 
leadership of the USA as the hegemonic power of the world-system. 

The liberalization of the movement of goods, services and capital has 
been a pillar of the postwar economic order (Bosworth, 1993: 89-90). 
The successive liberalizations under the US State's leadership, however, 
were utilized largely to create an environment favourable for US enter­
prises. The terms of agreement, of course, had to be acceptable to other 
states in the core zone, who had their own agenda to protect their 
enterprises. Still, the succession of intra-core liberalization measures were 
designed in ways that opened greater opportunities for US enterprises. 
These measures included the Marshall Plan (1940s and 1950s) which 
facilitated US exports to Europe, which otherwise lacked the necessary 
purchasing power; liberalization of merchandise trade (1950s and 1960s); 
liberalization of foreign direct investment (1960s); liberalization of inter­
national financial activities (1970s, 1980s); and the liberalization of trade 
in services, information and agriculture, which has been on the negotia­
tion table in the 1980s and 1990s. Although these measures primarily 
helped US enterprises in the beginning, they were not to be the only 
beneficiaries of such measures. Based on strong state support and their 
historically-formulated or~nizational structures, European and Japanese 
enterprises eventually benefited from the liberal business environment as 
much as, if not more than, the US enterprises (see Maddison, 1989: 66). 

The biggest shift in the international economic order during the 
postwar period was the termination of the fixed exchange rate system. 
Although the movement towards a floating exchange rate was a conse­
quence of the relative decline of US hegemonic power, it constituted 
also a step toward further liberalization in the world-economy. When 
governments stopped intervening as direcdy in the foreign-exchange 
markets in the mid-1970s and further liberalized foreign-exchange trans­
actions in the 1980s, the mechanism of setting up the most important 
price - that of money itself - was left to the self-regulating market. 

Ironically, this was a result of successful policies on the part of states 
in the core zone to promote capitalist enterprises, which then grew 
rapidly to undermine these states' ability to control and intervene in 
foreign-exchange markets. By December 1973, 'the foreign assets of 
banks in OECD countries in foreign currencies amounted to $248 bil­
lion, compared with official reserves of $182 billion. By end 1987 these 
had risen to $3,056 billion compared with official reserves of $789 
billion' (Maddison, 1989: 86). 

The shift from the fixed exchange rate system to the floating ex­
change rate system, therefore, signalled the transition to a sitwttion in 
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which the financial strength of capitalist enterprises exceeded that of 
the states, since the direct cause of the end of fixed exchange rate was 
the massive speculation by the private investors in the foreign-exchange 
market. Once the West European and Japanese states stopped accepting 
depredating US dollars at face value, the price of the dollar was left to 
be decided by the market, and the US economy as a whole was stripped 
of the privilege of running a trade deficit without accumulating debt. 
Thus. in the 1980s, the dollar's role in international finance changed 
from one of absolute dominance to one of merely relative primacy. For 
example, only 39.1 per cent of outstanding international bonds at the 
end of 1991 were issued in US dollars; and in terms of net issue, the 
dollar share was 30.0 per cent in 1990 and only 22.4 per cent in 1991 
(BIS, 1992, 176). 

Under the new conditions wherein the relative price of national 
currencies was determined by the overall economic standing of a given 
country in the world-economy, no single state, even the USA, couJd any 
longer make macroeconomic policy without taking into account the 
direct impact on its standing in the world-economy. The US state became 
subject to credit ratings by the private appraisers, beginning to find 
itself treated just like other states, supra-state agencies (for example, the 
World Bank), and TNCs in the globalized capital market. 

As the financiaJ markets became global and the enterprise networks 
became transnationalized, however, it became increasingly problematic 
to argue that what was good for a TNC was aJso necessarily good for the 
state in which its head office was located. A phenomenal rise in cross­
border equity and bond transactions in the 1980s made the composition 
of capitaJ increasingly 'multinational' for the major business enterprises. 
Given the increased ability of these enterprises to shift production sites 
across national boundaries, the interests of the enterprise and those of 
the workers of its home country were increasingly at odds with each 
other. Today what is good for General Motors (GM), one of the largest 
issuers of bonds in the Eurobond market, may be good for investors 
from all over the world as well as for some non-US workers employed 
by GM's parts/components suppliers outside the USA, but not at all 
necessarily good for US workers, who face potential layoffs in depressed 
Midwest towns. When the president of the USA sought to aid Detroit 
automobile executives in an effort to open Japanese markets, the principal 
beneficiaries were likely to have included Japanese institutional investors 
who were among the purchasers of GM's convertible bonds. 

Yet, it remains true that states protect their corporations together 
with their farmers through subsidies and other measures (feece, 1991: 
43, 46). Although state protection may not by itself determine the success 
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or failure of the enterprises in the promoted industry, there penists a 
widely accepted (and therefore politically inAuential) view that the living 
standards of a nation are determined by the degree to which it has 
technology-intensive, high-va1ue-added industries that can compete in 
the world market (Cohen and Zysman, 1987: 59--61; Yoshitomi, 1991: 
21). The states protect and promote high-technology industries through 
government policy on the premiss that, in consequence, their 'INCs 
will keep the high-value-added activities, and therefore the high-wage 
jobs, within their boundaries. The competition among the core TNCs 
is fought primarily in terms of the development of technology. The US 
lead in technologicaJ development, as indicated by the proportion of 
R&D expenditure to GNP, eroded in the 1 980s, as other major states 
(Japan, the Federal Republic of Germany, France, and the UK) increased 
their shares. Tn fact, in terms of non-defence R&D, Japan and the 
Federal Republic of Germany led other countries in the 1980s (Cohen 
and Noll, 1991: 28, Table 2-2). 

What determines the success of an enterprise in high-technology 
industries is the accumulation of knowledge through learning-by-doing 
(Yoshitomi, 1991: 28) or the internal organization and management of 
t."Je firm (Teece, 1991: 47). For this reason, the historical evolution of 
corporate structures in different countries (see Kogut, Shan and Walker, 
1993: 78-81) matters for the outcome of high-technology competition 
and cooperation among the TNCs. What has been the performance of 
US TNCs in this regard? There has been increasing public concern in 
the USA that US TNCs have lost their competitive edge vis-i-vis 
Japanese TNCs in crucial high-technology areas such as electronics, 
semiconductors and semiconductor-manufacturing equipment (see 
Gover, 1993). The US market share in computers has also been thought 
to be at risk, and if this proves to be the case, the dominance in 
software may also be lost. If present trends continue, Gover argues, 
US-owned electronics manufacturers could be out of the domestic 
electronics business early in the twenty-first century. 

Gover's concern is not unfounded. Yoshitomi (1991: 17) reports that 
more than 90 per cent of the bilateral imbalance between Japan and the 
USA is accounted for by only four categories of high-technology prod­
ucts: automobiles, computers, VCRs and semiconductors in descending 
order of the size of Japan's net surplus. Although some economists may 
insist that the US trade deficit and the Japanese trade surplus were 
basically caused by the difference in savings and investment in the two 
countries (see Bosworth, 1993), this presumed difference in macro­
economic behaviour does not explain why the US trade deficit was 
"Concentrated in certain commoditi.:-s. 
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On the other hand, it would be misleading to conclude that the US 
TNCs are losing in all industrial sectors In fact, despite the declining 
presence of the US TNCs in the ForlNne Directory, they are still the top 
companies in many important industrial areas. Among twenty-six indus­
trial categories used in the Directory in its 1991 listing, the top position 
was occupied by US companies in fourteen categories and by Japanese 
TNCs in only four categories (Forllmt Dinctqry, 27 July 1992). Even in 
the semiconductor industry, US firms regained top position in 1993 
after eight years of Japanese domination in terms of market share, market 
size, and the amount of money spent on equipment investment (Shimura, 
1994: 39). In addition, the network of collaborative agreement among 
the world's top TNCs has been continuously expanding in recent years. 
The research networks located in the univcmties and in the private and 
public laboratories maintain the role of the USA as one of the principal 
centres - still, no doubt, the leading centre - of basic research and 
technological innovation, and US TNCs remain its major beneficiaries. 

Conclusion 

The structure of accumulation in the 1945-73 period was based on 
steady economic expansion in the core zone realized by higher wages 
paid to selected workers in the core and the management of demand in 
the core zone, by the USA in particular. The periphery continued to 
serve primarily as the supplier of ruw materials at low cost. Under the 
postwar structure, however, colonial markets were not the principal 
markets for the goods manufactured in the core; growing consumer, 
investment and government demand in the core itself provided the 
principal markets. The capital-rich US TNCs expanded their domestic 
markets and cultivated other markets through trade and FDI, thus 
making profits by expanding capital-intensive, vertically integrated 
production processes. 

Successful expansion in the 1950s and 1960s resulted in rising costs 
of production. With the sudden shift in the distribution of purchasing 
power as a result of the oil price rise, the world-economy experienced 
stagflation, ending the rapid expansion of the postwar period. Although 
fall in demand in the 1970s was partially compensated for by the 
recirculation of petrodollars to states in the periphery which then were 
able to continue to purchase capital goods from the core, the tight 
money policy adopted by the USA to control inflation, together with 
recession caused by the second oil price hike, resulted in acute debt­
service problems in the periphery and semiperiphery in the early 1980s. 



68 The Age of Transition 

While the US government deregulated banking and other linancial 
sectors in the 1970s, non-US enterprises, especially Japanese, took 
advantage of cost-conscious and energy--conscious markets to compete 
successfully against the US TNCs. The capital-saving, energy-saving, 
flexible manufacturing network of the Japanese TNCs had originally 
been created in an environment of scarce capital and limited natural 
resources. Since the mid-1970s, however, the Japanese TNC networks 
have expanded to the semiperiphery and periphery through new forms 
of investment instead of via subsidiaries as a part of a cost-cutting 
strategy. In an environment of slow economic growth, financial surplus 
was circulated for speculation and the principal arena of competition 
shifted to business and consumer service industries as well as to high­
technology production. 

In terms of TNC activities and the structure of accumulation, the 
reproduction of the zonal structure continued with the usual geogtaphical 
shifts of a Kondratieff-B period. The fact that some East Asian states 
have been able to enter the semiperiphery (or at least, so it seems at the 
momem) has been used to refurbish somewhat developmentalist hopes 
in a time of otherwise great disillusion, and has opened new peripheral 
zones as sources of cheap labour. The reincorporation of former socialist 
countries, especially China, into more intense participation in the com­
modity chains of the world-economy has offered the potential of con­
tributing to a major expansion of the world-economy in the beginning 
of the twenty-first century. The reduced state control over transnational 
corporate activities, however, accelerated intra-zonal and inter-zonal 
polarization. The role that the TNCs had created for themselves in the 
1945-1967/73 period was jostled but not fundamentally changed in the 
1967/73-1990 period. 
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Table 3.1 GDP $lwc of oounuy groups, 32 oountries (1950, 1973, 1987) 

1950 197J 1987 

OECD counuies1 66.1 63.0 56.9 

USA (34.6) (26.9) (24.3) 
Canada (2.2) (2.4) (2.4) 
E=p< (24.9) (24.2) (20.3) 
Japan (3.2) (8.3) (8.8) 
Australia (1.2) (1.2) (1.1) 

Developing A$ian oountries2 14.4 15.5 23.5 

China (6.3) (7.9) (13.7) 

Latin Amerkan <:ountries3 5.7 6.9 7.2 

USSR 13.8 14.6 12.4 

Ameri<=as4 42.5 36.2 33.9 

Europe5 38.7 38.8 32.7 

East Asia6 122 19.7 Z7.5 
South Asia7 5.4 4.1 4.8 

Oceania8 1.2 1.2 1.1 

NoJrr. 
1 Austtalia, Austria, Belgium, Canada, Denmark, Fmland, France, Germany, haly,JaJnn, 

the Netherbnds, Norway, Sweden, Switzerland, the UK, and the USA. 
2 Bangladesh, Chma, India, Indonesia, Pakistan, the Phtlippmes, South Korea, Taiwan, 

Tiwh•d 
l .ArgenU~U; Bt2zil, Chile, Colombia, Mexico, Peru. 

The USA, Canada, and six Latm American COWltnes. 
5 Ausui.a, Belgium, Denmark, Finland, France, Germany, Italy, the Netherlands, Norway, 

Sweden, Switzerland, the UK and the USSR. 
6 Japan, China, Indonesia, the Ph~ South Kotea, Taiwan, Thailand. 
7 Bangladesh, Inofuo, Pakistan. 
8 Australia. 

Stmrrr. Maddison, 1989: 113, Table A·2. 
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Table 3.2 Absolute gap of per-capita GDP (m mtemational $ at 1980 
prtces, and %) 

1950 1973 

$ gap from OECD average: 

Astan developmg country average 3,048 6,791 
Tat wan 3,027 5,765 
South Korea 2,989 6,062 
Chma 3,215 7,078 

Lattn Amenclln average 1,943 5,495 
USSR 1,288 2,786 

% of OECD average: 

Astan developtng country average 14.2 13.5 
Laun American average 45.3 35.1 
USSR 63.7 64.5 

NDk Country composttlon LS the same as that mdLcated m the note to 'Table 31 
SrJJtrCr Maddtson, 1989: 19, Table 1 3 

1987 

8,254 
5,461 
6,062 
8,453 
8,254 
4,257 

19.1 
29.7 
58.3 

Table 3.3 Total government expenditure as % of GDP for six OECD 
countries (France, Germany, Japan, the Netherlands, the UK, the USA) 

191} 1929 19}8 1950 1973 1936 

11.7 17.8 27.7 26.7 37.4 46.3 

S!Nitrt: Mlldtson, 1989: 71, Table 6.3. 
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Table 3.4 The role of government as the suppher of serVIces and as the 
employer (selected countrtes) 

UK' 
France• 
USA" 
Germany (FR)b 
Japan~ 

N~lr.r a 1983 b 1982 

Government services 
as%ofGDP 

14 
13 
13 
12 
9 

So11= Kakabadse, 1987 10, Table 2 

Table 3.5 Annual growth rate of world trade 

1948-60 1960-73 

60 80 

SoNrrr Kenwood and Lougheed, 1992 286 

Goverttment emplorment 
as % of toul employment 

1973-19 

45 

22 
19 
18 
16 
7 

1980-88 

40 

Table 3.6 Export share of countty groups, total 32 countnes 
(1950, 1973, 1986) 

1950 1973 1986 

OECD countnes 792 864 824 
Developmg Astan countries 79 54 86 
Lattn Amencan countnes 88 34 33 
USSR 40 47 57 
Amencas 387 252 212 
Europe 477 590 566 
East ASJa 65 127 201 
South As1a 3 4' 09 08 
Ocearua 37 21 I 3 

Notr • The source data do not gt~e conststent figure. and th!s number IS calculated by 
subtracung from the total 
Soli/"«' Source and country composmon of each group as Table 1 
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Table 3.7 Annual avemge FDI oudiow and share of country and regton C% and S mtllron for 1960--69; millwn SDR for the rest) 

1960-64 1965-69 1970-74 1975-79 1980-84 1985-88 1986 1987 1988 

Industrial countries <-f•) 100.0 100.0 .... 98.8 97.5 9R6 98.5 98.4 ... 4 

USA 65.9 66.6 51.7 45.7 13.2 24.1 Z7.8 30-2 11.9 
c.n.d• 1.9 22 29 4.9 9.7 4.2 3.1 3.4 4.9 
Europe 30.5 29.3 37.0 41.6 63.2 50.8 49.9 48! 55.2 

UK 13,9 11.8 14.5 16.6 23.1 18.7 16.5 21.1 18.3 
Germany (F.R.) 4.8 5.6 8.3 8.6 8.8 7.7 10.3 6.3 7.0 
France 5.4 3.1 3.6 4.5 7.1 6.7 5.4 6.2 9.8 
Netherlands 2.9 3.9 5.1 6.7 11.3 4.5 4.5 6.0 24 
Swttzerland •I• •I• •I• nf• 5.2 3.3 1.5 0.9 5.0 
Sweden 1.2 1.5 1.6 1.6 23 28 3.1 2.2 3.6 
Italy 21 2.7 1.4 1.0 3.7 2.7 2.7 1.6 3.7 
Belg~um/Luxembourg •I• 0.4 1.5 1.7 0.5 1.8 1.7 1.9 2.6 
Other' 0.2 0.3 1.0 0.8 1.4 2.6 3.1 1.9 27 

Japan 1.8 1.8 6.0 6.2 10.9 16.1 14.6 13.3 23.3 
Otheab •I• •I• 1.3 0.4 05 3.4 3.1 3.4 4.0 

Developmg countnes ~/o) •I• •I• I. 13 25 1.4 15 ,. o• 
Total (mlilwn $/SDR) 4,763 7,949 15,241 28,255 35.346 91,843 83,682 112,783 109,425 

N-. 'Austm, Norway, and Denmark for 196()...69. Norway, Spoun, ~Denmark for 1970-84 Austru, Fmland, Iceland. Nof\ny, Portugal, and Spain tOr 
1985-88 

b Austral~a, New Zcabnd, and other European .n.n.smal wuntnes foe 1970--84 Awml~a :and New Zealand for 1985-88, 1986,1987 and 1988 

" ~ Sllmr Vanous ISS\ICS of IMF, lJJmta o/ Fispwtls Yurbook 



- Table 3.8 Annual avenge FDI inflow and share of country !llld region (% and miUion SDR) 
~ 

1970-74 1975-79 1980-84 1985-88 1986 1987 1988 

Industrial countries ("/o) 78.9 73.8 64.2 84.9 84.7 86.9 88.3 
USA 14.7 23.8 33.1 43.1 44.8 42.9 43.6 

"'""'' 6.1 3.6 0.1 1.9 1.8 3.9 2.9 
Europe 49.4 40.5 28.9 35.7 33.5 36.3 38.0 

UK 9.8 12.0 10.4 10.6 9.4 12.3 10.4 
Germany (F.R.) 11.9 4.6 1.3 1.6 20 2.0 1.2 
France 6.9 7.4 4.4 53 4.3 4.7 6.3 
Netherlands 5.2 3.6 2.3 3.4 5.5 3.1 2.7 
Switzerland n/• n/• 1.8 1.7 2.8 2.1 0.3 
Sweden 0.6 0.3 0.3 0.6 1.1 0.3 0.7 
lu~ 6.2 2.2 1.8 3.1 -0.1 3.7 5.1 
Belgium/Luxembourg 4.3 4.5 2.3 2.5 0.9 22 3.8 
Other& 3.3 4.0 4.0 6.5 6.1 5.7 7.3 

Japan 1.0 0.5 0.5 0.5 0.3 1.1 -0.4 
Othetb 7.7 5.5 1.6 3.8 4.3 2.6 0.2 

Developing countries (%) 20.9 26.2 35.8 15.1 15.3 13.1 11.7 
La.tin America 11.4 14.1 10.1 5.8 4.8 5.0 5.8 
Asia 5.6 7.4 8.3 6.0 6.2 6.4 3.4 
Middle East -4.0 -1.7 127 1.9 3.2 0.2 1.1 
Africa 6.3 4.1 25 1.2 0.8 1.3 1.1 
Europe (Cyprus, Malta) 1.6 2.3 22 03 0.3 0.2 0.3 

Toul (miUion SDR) 12,.321 20,726 45,509 73,887 64,126 84,253 99,773 

NNU: • NOfWll~ Spain, and Denmark fo.- 1970-84. Austria. Finland, Iceland, Norway, Portugal, Greece. and Sh,in fur \985-83. 
I> AU$tfll. ia, N~ Zealand, and olher European industriil countries for 1970-84. Australia and New Zea and for 198$-88, 1986, 1987, and 1988. 

Snnr. Various issues of IMF, &/4#N of P'!'Y""mr Y~. 
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Table 3.9 Share of average annual FDI mflow m gross domestic cap1tal 
formation (%) 

Country, reg10n and economy 1980-82 1985-87 

Developed market econom1es 2.9 3.4 
U nned Kmgdom 8.2 88 
Uruted States 3.5 45 
Germany (F.R) 03 0.6 
Japan 0.1 0.1 

Developmg countnes 6.0 6.1 
Latin Amenca and the Caribbean 60 50 
As1a and the Pac1fic 59 6.8 
Africa 61 90 

S011rtr UNCfC, 1991 8, Tab!~: 2 

Table 3.10 Na11onahry breakdown of the world top SO mdustrJa! corporations 

1956 1960 1965 1970 1975 1980 1985 1990 

North America 42 42 38 32 23 23 22 16 
USA 42 42 38 32 23 23 21 16 
Canada I 1 

Europe 8 8 12 14 20 19 18 22 
German} (FR) 2 4 6 7 7 6 7 
France 3 4 2 5 
UK 4 2 3 3 4 2 2 2 
Italy 1 2 2 2 3 3 
UK/Netherlands 2 2 2 2 2 2 2 2 
Swm:erland 1 1 1 1 I 2 
Netherlands 1 1 1 1 I 
Austria I 

East Asia 4 5 5 6 11 

Japan 4 5 5 5 9 
South Korea 1 2 

Other 2 3 3 1 
Brazil 
MeXJ<:O 

Kuwait 
Venezuela 
!no 

Nok The r:mkm~ are based on the total ~ales 
pubhshed m the ollowmg year 

ligmes m respecuve years that were 

SoNr«' Varwus 1ssues of Fnrl1<11e D1mlnry 
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Table 3.11 Nattonaluy breakdown of the world top 500 mdustnal corporations 

1975 1980 1985 1990 

North America 258 237 234 176 
USA 241 217 212 164 
Canada 17 20 22 12 

Europe 168 168 148 168 
UK 49 51 48 43 
Germany (F.R.) 38 38 33 30 
France 29 29 23 30 
Sweden 13 10 6 17 
Sw1tzerland 7 8 11 11 
Italy 8 8 8 7 
Fmland 1 1 2 8 
Netherlands 6 5 4 7 
Spam 6 5 3 4 
Belg~um 5 5 3 4 
UK/Netherlands 2 2 2 2 
Norway 2 2 2 
Luxembourg 1 
Italy /Swa:zerland 
Austria 2 2 2 
Portugal 1 1 
UK/Italy 1 1 

EaSI Asia 54 73 92 123 

Japan 54 66 82 111 
South Korea 6 9 11 
Tru.wan 1 1 1 

Other 18 21 24 33 
Austtal1a 3 2 5 9 
Ind1a 2 2 4 6 
Turkey 1 3 3 3 
Bra:zll 1 1 2 3 
South Afnca 2 3 2 4 
Netherlands Antilles 2 1 2 1 
Mex1co 1 2 1 1 
Zamh1a 1 1 1 1 
Venezuela 1 1 1 
Chde 2 1 
Kuwait 1 
New Zealand 1 
Panama 1 
Malaysrn 1 
Israel 
Argentma 
Indonesm 
Ph1hppmes 
A! gena 
Eg)pt 
Iran 

N~!t ui!d Si;Juu As Table 310 
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Table 3.12 Nattonabty breakdown of the \\-Orld top 50 banks 

1970 1975 1980 1985 1990 

East Asia 11 12 15 20 22 

Japan 11 12 14 19 20 
Hong Kong 1 
Chm• 

Eutope 19 23 24 18 25 

Germany (FR) 4 6 7 5 8 
France 3 4 6 5 6 
UK 5 4 4 4 4 
Switzerland 3 2 2 2 3 
Italy 4 4 2 1 2 
Netherlands 3 3 l l 

North America 19 14 10 11 3 

USA 15 10 7 8 2 
Canada 4 4 3 3 1 

Other 1 1 1 

Brnztl 

Nett and S(JJif'(f' As Table 310 

Table 3.13 The foreign manufactunng substdiary netwOrks of 315 largest 
transnauonal corporations m 1950 and 1970 

No of enterpnses wuh 
subsJdJar) nerv:orks m: 

Fewer than 6 countnes 

6-20 countnes 

More than 20 countries 

US ba<ed 
TNCs (180) 

1950 1970 

138 9 

43 128 

0 44 

S~Jirt'f" Vernon, 1979 258, c1ted m TajlOr and Thnfr, 1982a 

1NCs based m 
Europe (135) 

1950 1970 

116 3l 

l6 75 

3 29 
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Table 3.14 World mdusmal concentration (selected mdustnes) 

Industry Year No of top World sales 
compames share (%) 

Chemicals 1990 10 210 
Pharmaceuucals 1989 IS 295 
Mamframe computen; 1990 10 550 

Personal computen; 1989 II 638 
Tyres 1991 5 769 

Sorlt'(~ ilf4r1Uf Jh4re R'pomr, 1992 154, 178, 205, 250, 257 

T~Je3.1S Dtr~t fore~gn production as a percentage of home manufacturmg, 
1965-75 

USA Japan UK Sweden Germany Average 
(FR) 

1965 85 II 120 10 I 36 76 
1970 118 20 191 132 102 10.6 

1975 191 71 244 154 172 167 

Murrr Clegg, 1987 58, Table 3 5. 

Table 3.16 Production share of toretgn-owned firms m total manufacrunng 
sales, selected countnes (%) 

Share Year Share Year 

Canada 51 1 1974 - 56 6 1977 
UK 142 1971 - 212 1977 

Germany (FR) 251 1972 - 217 1976 

Japan 38 1972 - 42 1978 

Sou,.,-~ Stopford and Dunnmg, 1983 24-25, Tabk 22 
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Table 3.17 SubsJdJary/affiltate share in total corporate production and sales 
(%, selected mdustnes, 1987) 

Subs1dtary production share in total corporate production 

Petroleum 49.6 
Tobacco 46.3 
Pharmaceuucals and consumer chemicals 42.4 
Metal manufacture and products 19.7 
Textile, apparel and leather goods 17.8 
Aerospac::e 14.8 

Fotetgn affiliate sales share m total corporate sales 

Petroleum 
Tobacco 
Engmeenng 
Construction 
Hotels 
Mouon pictures 
F1nance 
Insurance 

41.7 
27.3 
23.9 
23.6 
20.3 
20.0 
16.3 
10.2 

S!llirtf' Ptodu~uon Stopford ~nd Dunmng, 1983 66-7, Sales Dunrung, 1993 131, Table 

'·' 

Table 3.18 Subs1dtary share o( TNC production, selected countries (1981) 

No. of firms SubsJdmy share ("/o) 

Small European countnes 

Switzerland 10 79.2 
UK/Netherlands 2 72.9 
Belgmm 4 69.0 
Netherlands 7 58.4 

Old TNC home countnes 

UK 67 45.0 
USA 242 32.0 
France 20 326 

Newcomers 

Germanr (F.R.) 33 22.0 
Italr 6 21.6 
Japan 62 8.2 

5ourr.- Stopford and Dunnmg, 1983· 66-7, Table 4 6. 
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Table 3.19 Intra-firm trade share m total trade for the USA and Japan ("/o) 

USA Japan 

1977 1982 1985 1980 1983 

Exports 29.3 230 31.0 25.8 31.8 
Imports 42.2 38.4 41.1 42.1 3().3 

SoNrrt: UNCTC, \988, nted tn Sleuwaegen and Yamawala, 1991: 146. 

Table 3.20 FDI-related trade share m total merchandtse trade (%) 

Exports 
Imports 

SCHrtt' Juhus, 1990· 74, Table 41 

USA 
(1986) 

55 
52 

Japan 
(1983) 

41 
57 

Table 3.21 Average annual growth rate of manufactunng production 

1966-70 1971-75 1976-80 1981-85 

World 74 5.0 50 2.4 

Developed countries 5.6 22 43 1.9 
Developmg countnes 6.7 8.0 5.6 4.2 
North Amertca 3.5 3.0 5.0 2.5 
Canbbean, Central and 

South Amenca 7.8 8.4 5 I 03 
Asta 15.1 34 7.5 5.5 

Asta exdudmg Japan 
and Israel 5.6 7.4 6.4 9.6 

Western Europe 6.2 1.5 30 0.8 
Eastern Europe and 

(former) USSR II 3 10.6 6.5 3.6 
Oceama 4.7 2.0 1.3 0.5 

SONm: UN, 1977, 1982, \992. 

1986-90 

3.5 
3 I 
8.2 
3.5 

8.1 
6.9 

10.5 
2.1 

1.7 

1.3 
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Table 3.22 Automoblles produced (% share of world production, million 
umts) 

1951 1960 1965 1970 1975 1980 1985 1989 

A= 01 13 36 14 2 181 243 25 I 286 
Japan 0 I 13 36 140 180 240 239 257 
N1Cs1 00 00 00 02 08 24 
Otherl 00 02 01 01 04 OS 

Amencas 799 554 543 321 313 246 284 221 
USA and 

Canada 799 554 52 4 321 31 3 246 284 221 
NICs3 09 1 6 32 43 33 34 
Other4 10 21 07 07 04 03 

Euwpe 190 409 39 5 467 406 402 375 41 2 
West5 188 398 374 428 350 333 30 6 334 
South6 08 20 28 36 38 48 
Other7 02 1 1 13 1 9 28 34 31 30 

USSR 10 I I I I I 5 47 45 42 35 

Total (m uml>) 8 13 19 23 25 29 32 35 

Noles-

' South Korea, Tatwan, Hong Kong, Smgapore 

' Asia e~cludmg Japan and NICs 

' Mexico, Braz1l 

' 
Laun Amer•ca e~cludmg Mex1co and Brazd 
West Europe mcludmg the UK and Scandma,I:In countnes 
Spatn, Portugal, Gte«e 
East European countnes 

So!i«r UN, 1976, 1981, 1991 
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Table 3.23 Cotton woven fabncs produced (% share of wotld production, 
mlllion square metres) 

1953 1960 1965 1970 1975 1980 1985 1989 

A.m 106 t28 341 30 4 494 573 642 666 
Japan to 6 t26 64 49 40 36 28 23 
NICs1 t7 16 18 t7 15 18 
Ot:he~ 02 260 240 436 519 599 625 

Amencas 50 4 404 300 t88 t6 3 tO 0 85 88 
USA and 

Canada 50 4 404 220 129 89 62 44 47 
NICs3 49 40 36 33 36 3 t 
Other4 3 1 19 37 05 04 09 

Europe 22 t 276 207 177 180 160 t3 0 tt7 
West5 139 t75 t2 3 97 88 76 63 54 
South6 27 25 36 25 19 t7 
Other7 82 tOt 58 55 56 59 47 45 

USSR t69 189 t2 7 t2 3 tJ 7 t2 9 t16 109 

Total ('" m2
) 22244 25547 47179 53891 52911 60329 73806 82067 

Noter 1-7 As Table 3 22 Esumated figmes for As1a (1970, 1975),Japan (1989), Amenus 
(1970, 1975), Canada (1975), South Europe (1989) 

S<Jurc/T As Table 3 22 
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Table 3.24 TeleviSion rece1vers (%share of world production, mtlhon uruts) 

195) 1960 1965 1970 1975 1980 1985 1989 

As1a 02 188 142 312 312 394 514 582 
Japan 02 188 141 300 256 209 184 lOS 
N1Cs1 03 25 122 10' 171 
Otherl 0 I 08 31 64 222 31)3 

Amencas 840 314 372 230 222 220 182 164 
USA and 

Canada 840 314 349 193 164 149 144 127 
NICs3 17 25 41 58 29 30 
Othex4 06 II 18 12 10 08 

Europe 14 8 391 345 295 31)4 257 184 161 
WesrS 146 338 261 222 213 189 129 Ill 
South6 19 18 23 19 19 19 
Other7 02 53 65 55 69 48 36 32 

USSR 10 91 122 146 141 104 97 83 

Total (m 11mt.r) 9 19 31) 46 49 72 96 120 

Nott.r 1-7 As Table 3 22 Esttmated figures for Hong Kong (1985), Japan (1989), Canada 
(1985, 1989), South Europe (1989) 

SQJ/ru· As Table 3 22 
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Table 3.25 Production of crude steel, mgots (% share of world productiOn, 
mlllmn tonnes) 

1953 1960 1965 1970 1975 1980 1985 1989 

Aw 29 56 14 3 2i!7 230 25 5 278 29 7 
Japan 29 56 90 !58 161 IS 6 14 9 141 
N1Cs1 00 01 OJ 20 26 31 
Other2 53 48 66 79 10 3 125 

Amencas %0 306 309 247 217 20 6 184 190 
USA and 
Canada ... 306 286 224 189 166 133 135 

NICs3 12 16 21 32 39 43 
Other4 II 07 07 08 12 12 

Europe 319 392 345 338 319 302 293 275 
West5 285 345 270 254 215 194 182 177 
South6 09 I 4 20 20 23 18 
Other7 34 47 66 71 84 89 88 80 

USSR 173 216 189 187 210 209 220 211 

Total (mJtmnu) 158 216 448 581 629 706 702 759 

Note.r awl S011m As Table 3 22 

Table 3.26 Growth of serv1ce sectors measured b)' the share m GOP (%) 

Developed coumnes 
Developmg countnes 

Sourrr NJCola•des, 1991 51, Table 1 

1970 

55 
45 

1987 

63 

49 
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Table 3.27 Share of service sector FDI (%) 

USA 1975 1980 1986 

Outward FDI balance 
Tradtng 10.1 112 97 
Banlong 28 34 60 
Ftnane1a! and tnsurnnce 9.0 130 126 

Inward FDI balance 
Tradmg 15.2" 18 3 20.1 
Banking 4.4• 56 59 
Fmanc1a! and msurance 12.2" 163 190 

Germany (FR.) 1976 1980 1985 

Outward FDI balance 
Tradmg 18.5 198 20 I 
Banking 4.8 68 61 
Fmanc~al and msurance 3.3 40 86 

Inward FDI balance 
Tradmg 138 154 169 
Ban lang 5.1 66 82 
Fmancta! and Insurance 1.3 14 19 

Japan 1970 1980 1986 

Outward FDI balance 
Tudmg 106 148 13 7 
Fmanc~al and msurance 8.9 66 171 

Inward FDI balance 
Tradmg 4.8 122 116 

Nqlr '1973 

So11rw Okumura 1988a 284-7, Tables B 1, B-2 (USA), 300-303, Tables D-1, D-2 (Federal 
Republtc of Germany), 308-9, Tables E-1, E-3 Qapan) 
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Table 3.28 SerVl~:e·Sector share In total annual FDI outRow m the 1980s (%) 

1981-84 1985-89 

Japan 61 73 
Germany (F R ) 55 64 
USA 52 57 
France 41 49 
UK 35 38 

Jim,... UNCTC, 1991 10 

Table 3.29 Top 10 country shares Ln the serVlce exports of the world (%) 

USA 10 I 
UK 10 0 
Germany (FR) 91 
France 89 
Joly 64 
J~pan 52 
Netherlands 50 
Belgtum 40 
Spam 33 
Australia 29 

Subtotal 651 

S011m End~rw•~k. 1989 9, Table 12 
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Table 3.30 ~ eE the top 50 banks in the world 

1970 1975 1980 1985 1990 
----

Total assets (UJI.Im) 500 1,292 3,056 4,269 10,129 

Total assets of Japanese 
banks included in top 50 90 314 824 1,810 4,884 

% of total assets 18 24 27 42 48 

Total depos1ts (USibn) 423 1,057 2,483 3,346 7,820 

Total loans (USI/m) 298 866 2,030 2,831 6,54{1 

Employees (m.) 0.97 1.30 1.55 1.60 1.62 

Nott ami M~tru: As Table 3.10. 

Table 3.31 Growth tate of assets hdd by top US corporations 

1957-60 61-65 66-70 71-75 76-/iO 81-85 86-90 APQ 

Top 50 banks 5.0 9.7 12.1 4.4 3.5 6.1 4.5 6.5 

Top 50 n:w.l 
companies 7.4 10.3 8.7 0.4 4.6 15.3 18.9 9.4 

Top 50 diversified 
service companies 13.0 12.3 16.0 13.8 

Top 50 industrial 
corporations 8.1 10.1 -'>.4 28 25 8.9 5.3 

So11rre: Various ISsues of RI11Imt D1~. 
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The World Labour Force 

Faruk Tabak 

The process of industrialization of !:he world-economy after 1945, which 
was perhaps as extensive as that which had occurred in the several 
centuries before then, involved two spatial shifts.* First, previously 
modern industry had been primarily located in core zones; now it had 
become established in semiperipheral and peripheral zones as well. 
Second, while the inteJ:-enterprise system's epicentre of capital accumu­
lation was narrowly located in the USA from 1945 to 1967/73, it spread 
out to include Western Europe and Japan as well after 1967/73. The 
ensuing transformations in the structure of the world-economy's pro­
duction system did not, however, 'unfetter' a concomitant and sustained 
increase in full-lifetime proletarianization. Instead, the rise in part-lifetime 
wage labour and households has come to govern, increasingly and 
worldwide, the organization of labour and production processes, particu­
larly since 1967 (73.1 

This ongoing reorganization reflects and corroborates two tendencies 
reshaping the domain of work since 1945: a worldwide broadening of 
w.1ge employment, albeit mosdy part-lifetime; and a decrease in the 

Acknowledgements are due to Fa!:shad Araghi and Sheila Peliz:zon, both of the 
Fcrnand Br:audel Center, whose working papers on ruM and female labour contributed 
to the substance of this chapter.. I am, of course, responsible for any errors of fact 
and interpretation. 

1. By 'part-lifetime' or 'semiproletarian' households, J refer to those households 
that derive their income from a combination of wages (whether in cash or in kind), 
subsisteoce production, petty market opentions, rents and transfer payments (includ­
ing gifts). FuU-lifetime proletarianization registers the fact that household units secure 
thcir income primarily and overwhelmingly from wages (see Smith, Wallerstein et al., 
1992; also Wallerstein and Martin, 1979: 195-6; and Wallerstein et al., 1982). 
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share of the 'social' wage within aggregate household income, owing to 

a rise in 'incidental' or 'casual' wage labour. These developments mirror, 
in turn, a gradual enlargement in the realm of part-lifetime wage re­
muneration. From a long-term perspective, then, the postwar period 
can be said to have demonstrated, once again, how slow the pace of 
proletarianization of the world-economy has been, despite impressive 
economic growth rates, widespread and widening industrialization, and 
a continual and drastic contraction throughout the period under con­
sideration in the relative share of the world rural labour force. The 
growth in part-lifetime waged work has thus come to fashion, directly 
or indirectly, the global realm of work since 1945, though it has become 
more pronounced and commanding since the beginning of the cyclical 
downturn in 1967/73. The pace of proletarianization on a global scale 
was slow, especially in view of the enormous boost given to it by the 
industrialization and employment programmes adhered to and imple~ 
mented in the socialist world. 

World~historically, however, even at the very height of the postwar 
boom, despite (or because of) profound transformations taking place 
within the domain of production and work, the sway and scope of full~ 
lifetime proletarianization remained limited for two reasons. It was and 
is still located primarily in the core and the semiperiphery, but these 
zones enclose less than one-third of the world's labour forces, and this 
share is continually getting less. Furthermore, although the restructuring 
of world labour during the postwar upswing did extend the realm of 
full~lifetime proletarianization on an individual basis, it concomitantly 
diminished it on a household basis, sustaining what Hicks (1969: 135--
7) calls a 'proletarian equilibrium'. This two-pronged movement has 
been best epitomized by the impressive rise in the core in the relative 
share of the female labour force, particularly in part~lifetime waged 
work, and by the remarkable growth in the semiperiphery (and the 
periphery) in 'the opaque and uncharted terrain' of production and 
work nurturing a plethora of semiproletarian households - the 'infra­
economy' of Braude! (1981).2 Preparing the setting for the proliferation 
in the number of serniptoletarian households was the spectacular growth 

2. Designed to highlight the two opaque zones between which the 'sunlit world of 
the muket economy' is couched, Braudel's t~ipartite schema (1981: 22-3) depicts roun­
terforc:es created in opposition to the market economy, both from above and from 
below Lying below or alongside the marker, which itself is presided over by the fa­
voured and opaque domain of 'capitalism', is 'another, shadowy zone, often hard to see 
for lack of adequate historical documents: that is dtat elemenr.~ry basic activity which 
went on everywhere and the volume of which is truly fantastic .... This infra-economy, 
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in rates of urbanization worldwide, the unyielding exodus from the 
countryside continually replenishing the global reserve army of !about. 
Within a span of merely four decades, as world population more than 
doubled to 5.2 billion in 1990, the rural population's share in it has 
shrunk to 57 per cent, down from 73 per cent in 1950 (Bairoch, 1988). 

During the A-phase of economic expansion, proletarianization 'proper' 
was thus embedded in the countervailing mobilization of labour reserves 
which were potentially or actually comprised predominantly of part­
lifetime wage-workers. It was indeed during the B-phase of economic 
expansion that !he largo tempo of the increase in wage employment came 
to a halt, yet if there was a crescendo, it was reached owing to the 
growing proportion of 'intermittent' or 'irregular' wage employment. 
The period 1967-73 thus constitutes a moment marked by the sharp 
increase in !he sweep and magnitude of one of the principal directional 
tendencies of historical capitalism, the non-universalization of 
proletarianization (Wallerstein, 1983; Broad, 1991). 

Since 1945, w.tge labour as a proportion of the world's labour force 
has been steadily declining: the proportion of those remut1erated with 
wages and salaries fell somewhat from 51 per cent to less than 40 per cent 
during the last forty years. These figures should be evaluated against the 
backdrop of a continual rise in the share of the world's potential labour 
forces by those ut1der the age of 15, now comprising close to 40 per cent 
of the total population in most peripheral regions (45 per cent in Africa), 
an additional 20 per cent of the periphery's population falling within the 
15-24 age group. The consequence is the incorporation into the work­
force of growing segments that continue to expand the 'opaque terrain' 
of employment under conditions other than that of lifetime wage work. 

To chart this continual en1argement in the realm of part-lifetime 
wage employment- that is, to anchor the trajectory of the world labour 
fotce in world-systemic trends since 1945 - I will trace the ramifi­
cations on the world's labour forces of !he establishment, consolidation 
and decline of US hegemony. This vantage point, of course, does not 
allow one to take full stock of the panoply of productive activities that 

the informal other half of economic activiry, the world of self-sufficiency and barter of 
goods and services within a very small radius.' In employing this term for the post· 
1945 period, I refer not only to non-wage £otms of employment, but also to !hose 
fotms of wage employment remuneration whieh fall short of the 'social wage' - the 
'direct wage', thai is, which by definition is not inclusive of the so-called 'fringe and 
welface benefits' and 'entidemenu', no! 10 mention 'inremUtten!' oc 'casual' waged 
labour. I prefer to use the rerm 'infra-eeonomy', primarily because, in Braudel's schema 
and usage, i1 is !if the capitalist wodd-economy and thus an inregcal component of it 
rathet than an 'incidental' outcome, as most theories o£ infocmal economy suggest. 
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provide livelihood to the overwhelming majority of the world's peoples. 
These modes of livelihood will be brought inw our account only when 
they have a bearing on the overall trajectory of US hegemony in 
particular, and of the capitalist world-system in general. 

Pax Americana and the Global Spread of Taylorism 

The USA order furthered the organizing force and spatial stretch of the 
Taylorization of production in two ways. First, it widened the scope of 
the inter-enterprise system, which entailed the spread of the process of 
mass production. And, second, it facilitated and enforced the re­
organization of production along Taylorist lines in the reconstruction 
of war-ravaged Europe and Japan, setting the stage thereafter for the 
inter-enterprise system to expand in earnest inw these very locales. 

Yet, in mapping the reconfiguration of the world-economy's labour 
forces in the immediate aftermath of the war, it should be noted that 
the increase in the pace of industrial and agrarian production during the 
war was anchored in the world-economic developments of the interwar 
period. The resumption of transnational expansion of US corporate 
capital after the war was contingent upon the reconstruction of war­
devastated core zones as well as the sustenance of the economic 
momentum gathered in the non-core zones during the interwar period, 
especially in the Americas - that is, the Western hemisphere', the 
primary fidd of operation of US corporate capital until the 1950s. This 
momentum accelerated further with the expansive effeas of the war 
(Gordon, 1988). It was within this setting that transnational corporations 
resumed their cross-border operations and reshaped the realm of manu­
facturing on a global scale, administratively integrating production and 
labour processes across select locales. 

The tempo and mode of restructuring of the war-torn regions 
depended upon their place within corporate capital's compass before 
the war. Spatially, given the limited reach during the 1930s and 1940s of 
US corporate capital, state-mediated flows loomed large throughout the 
1950s in the reconstruction, first and foremost, of Europe, which had 
been within the corporate comrass until the early 1930s, and, only 
secondarily of Japan, which had not. From the early 1930s on, and up 
to the remaking of Europe, the WeS[ern hemisphere remained the 
primary /()(Us operandi of the inter-enterprise system. Corporate economic 
flows came to supplant state-mediated flows in Europe in the late 1950s 
with the establishment of the European Economic Community (BEg, 
and in the Paci6c Rim in the early 1960s with the end of PIA80 and 
US aid missions. 
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These economic flows defined the contours of work on a global scale. 
For one, the spatial expansion of corporate structures of accumulation, 
via administratively and vertically integrated multi-unit organizational 
apparatuses, was built upon the Taylorization of production. So were 
state-mediated economic Bows, for the installation of aid programmes 
demanded the purchase or transfer of capital goods that embodied 
technologies requiring or favouring Taylorization of production 
(Armstrong. Glyn and Harrison, 1984: ch. 4; Harvey, 1989: 132). Of 
significance within this context was the effect on the spread of Taylorism 
of wartime mobilization, which helped to ingrain it into the very fabric 
of manufacruring. both in Europe and Japan. Furthermore, the policies 
of import-substitution industrialization, which had been embryonic in 
the 1930s and then became the order of the day in most non-core locales 
in the aftermath of the war, were quite in tune with the organizational 
logic governing the transnational expansion of capital and the worldwide 
application of Taylorism. Extending further the global compass of 
Taylorism were modes of industrialization subscribed to in the USSR 
from the interwar period on, and from the 1950s in Eastern Europe. 

Taylorization was not a smooth process, however. It d.ict2ted a new 
patterning within the realm of work, especially in the core zones where 
the war's end had brought the rise in the share of female employment 
to a sudden halt or had arrested it momentarily. The postwar 're­
patriation' of the male labour force predpit2ted a decline in the number 
of 'gainfully employed' women. For example, between 1945 and 1960, 
in France, Norway and Belgium, the share of female labour declined 
from 38 per cent to 32 per cent, 22 per cent to 18 per cent, and 19 per 
cent to 16 per cent, respectively (Deldycke, Gclders and Limbor, 1968). 
The attendant restructuring of the female labour force, in consonance 
with the relative and temporary decline in its overall share, determined 
the pace and the character of the process of proletarianization in most 
core locales. On the one hand, the transitory decline in the relative size 
of the female labour force notwithstanding, the share of single women 
entering the workforce increased remarkably, at the expense of married 
women, serving to restore a household structured around the male 
breadwinner. In Europe, throughout the 1945--1967/73 period, the rates 
of growth for single women joining the labour force were just under 
those of men. In the USA the patteJ:n was slightly different. Although 
single women did constitute the majority of the female labour force, the 
rate of participation of married women llged 45-49 increased relatively 
faster than the rates of both single women and young married women 
(20-24 years). In this instance ag.Un, postwar household formation 
patterns sanctioned the position of the male wotker as the breadwinner 
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in newly forming household unit$. It was in the 1960s that young married 
women began to enter the workforce once again, as a result of which 
by 1970,31 per cent of married women in the USA worked for pay, up 
from 24 per cent in 1950 (Fox, 1984: 27). 

On the other hand, the almost exclusive assignment to female labour 
of part-time work, steadily increasing in scope and significance (Darling, 
1975: 73), secured permanent and 'full-time' work for the very same 
breadwinner. From the mid-1940s to the mid- or late 1950s, the female 
labour force grew intermittently, and notably less than its male counter­
part. Moreover, the designation of parr-time work as women's domain 
rendered the relative reduction in women's share particularly pronounced 
in manufacturing, given the tempo imposed by the Taylorization of 
production. The percentage of male labour in manufacturing increased 
constantly, across all locales, but most markedly in the core where it 
rose from 36 per cent in 1950 to 44 per cent in 1970, at the time that 
the share of manufacturing in total employment was growing in tandem, 
from 30 per cent to 37 per cent (lLO, 1986: V). Both the feminization 
of the labour force and the attribution of part-time work to femaJe 
labour became common throughout the core zone, first in the USA in 
the 1960s, and then in Europe and Japan in the 1970s. 

The so-called 'Fordist accord', reached in the USA during the 1930s 
and 1940s when corporate capital's global mobility was seriously ham­
pered, prompted capital after the war to try to avoid its oblig.1tions by 
moving production beyond the suburbs and into smaU-rown and rural 
America on the one hand, and to overseas locales on the other. 3 The 
search for labour reserves that enabled capital to bypass the Fordist 
accord served to sweU the group of non-unionized wage workers., made 
up mostly of women and 'minorities' of aU shades (Fiore, 1979), as well 
as the number of semiproletarian households, at borne and abroad. At 
borne, the end of easy access in the late 1950s to existing labour reserves 
speeded up the inclusion of young married women in the labour force 
while it relocated much production offshore. Abroad, the influx of US 
capital led to the reconstitution of production and labour processes -
most notably in Europe and Japan. With the unmaking of the Lebensraum 

3. This accord was symbolized by the Wagner Act of 1933 which 'had giveo the 
unions power in the market place (with explicit recognition that coUective bargaining 
rights were essential to the resolution of the effective demand problem) in return for 
sacrilicLng powers io the realm of produclioo' (Harvey, 1989: 133); s~ also Arrighi 
and Silver, 1984: 187-9; and Burawoy, 1979. Here I usc the term 'Fordism' pnmarily 
to refer co the predominance of 'social wage' ammgements, characterizing mosdy if 
not exclusively the corporate scetor, private and/or statal. 
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for the one and of the co-prosperity sphere for the other, male labour 
reserves in these locales were quickly depleted, and female (and 'im· 
ported) labour was needed to replenish the reserve army of labour. 

The resumption in the late 1950s of the growth in the share of 
female labour, however, took place against a changed background. First 
and foremost, the rise in part-time employment became such an inte· 
gral part of the reorganization of work in the postwar period that it 
became largely, and almost exclusively, a female phenomenon. For 
example, in Denmark and Sweden the proportion of women in the 
labour force was already around 40 per cent in the early 1970s and 
accelerated further with the onset of the crisis (Darling, 1975: 30). The 
percentage was relatively lower in the Western hemisphere, rising from 
26 per cent in 1962 to 29 per cent in 1972 in the USA, and from 19 
per cent to 25 per Cefl[ in Canada. At the beginning of the 1970s, in the 
European core (notably the Federal Republic of Germany, France, the 
Netherlands, Great Britain), 80-90 per cent of all parHime workecs 
were women; in the USA, the share was lower - 65 per cent (ILO, 
1984, 1: 50). The assignment of part.time work to women should also 
be evaluated against the fact that during the A-phase the share of female 
labour in the labouring population of the core zones rose from 32.5 per 
cent to 35 per cent, whilst that of male labour declined from 61 per 
cent to 56 per cent. This decline occurred at a time when the percent· 
age of rural labour in the core zone labour force dropped inexorably, 
inflating the number of urban labourers; as a result of the fast pace of 
emptying out of the rural areas, by 1970 rural labour was under 10 per 
cent (Singelmann, 1978: 1228-31). 

Second, in synchrony with the above-mentioned trend, the proportion 
of female labour in manufacturing declined in most core locaJes. The 
period from 1950 to 1970 saw its portion decline from 25 per cent to 
20 per cent in North America, and from 35 per cent to 28 per cent in 
Northern Europe (ILO, 1984, 1: Table 3). Relocation of production 
from the core to the semiperipheral. and peripheral zones, which 
generated a quick growth in the service and administrative sector in the 
core, encouraged increasing employment of female labour. Providing 
the infrastructural basis for the emigration of capital overseas, this 
sector's growth in the USA took off, as was to be expected, from the 
late 1950s, and in Europe from the late 1%0s, to be amplified consid· 
erably during the 1970s. These service functions provided a climate 
hospitable to part·time work and hence to increasing employment of 
the non·beneficiaries of the Fordist accord, women and 'minorities'. 

And third, the reservation of part-time work for female labour was 
complemented, from the late 1950s on, by the mobilization and 
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subsumption of additiona1 labour reserves by core apital to be em~ 
played primarily in manufacturing. Yet, the manner in which this mo­
bilization W2S conducted in each core zone depended on the ongoing 
structuring of the Pax Americana. At the hegemonic epicentre, the 
transborder expansion of corporate capital was gaining pace, as attested 
to by the swift increase in the number of subsidiaries of US-based 
transnational corporations, primarily but not exclusively in Europe, and 
in the volume of US direct investments overseas (Vernon, 1979; 
Whichard, 1981). 

In Europe, on the other hand, the combination in the production 
process of a reduced proportion of high-wage, skilled labour with a 
higher proportion of low-skilled or unskilled labour was rendered 
possible, thanks to the importation of immigrant labour from its semi­
peripheral southern rim. This influx began in earnest in the latter half 
of the 1950s and went on unabated throughout the 1960s. For instance, 
the number of workers imported into the Federal Republic of Germany 
increased from 55,000 in 1958 to 250,000 by 1960. In most parts of 
Europe, the proportion of imported labour to that of the tota1 labour 
force ranged from 10 to 15 per cent, at times reaching 30 per cent, as 
in Switzerland (Salt, 1981: 138-9). It should be mentioned that, though 
transborder expansion was of cardinal significance, labour inflows into 
the USA from Europe were also considerable during the 1960s (around 
300,000 per year); this number is nonetheless small when compared 
with the huge influx of the 1970s and 1980s. In the Pacific Rim, cor­
porate capita! based in Japan found its mobility rather constrained in its 
erstwhile co-prosperity sphere because of the radical changes in the 
political landscape of the region. These changes prompted a Japanese 
policy of contracting out production rather than relocating production 
offshore via direct investments (Bunker and O'Hearn, 1993). In turn, 
the predominance of subcontracting created an environment not 
conducive to labour mobility. 

At the level of the world-system, these three seemingly divergent 
patterns were in fact conjoint1y framed by the transnational expansion 
of US-based corporate capital beyond the confines of the Western 
hemisphere beginning in the late 1950s. With the formation of the 
EEC, the meteoric rise in labour inflows to Europe spurred a parallel 
expansion in industrial activities, an expansion that deepened Taylorist 
productive organization and induced Europe-bound emigration of US 
corporate capital. In the Pacific Rim, too, the supplanting of US aid at 
the turn of the 1960s with corporate capital flows - originating both in 
the USA and in Japan - set in motion new developments in the region's 
labour markets. Japan's recovery took place within the confines of a 
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productive structure largely formed at the turn of the 1950s. For one. 
the financial bottlenecks which surfaced after the war rendered idle a 
vast body of fixed capital. In addition, the Korean War boom was 
followed by fierce labour struggles, as exemplified in the case of the 
automobile industry. The imperative to sustain the rurnover of the 
former by bypassing unionized labour led to the establishment of sub­
contracting of production as an integral and ever more crucia1 com­
ponent of the principal organizational network (Smitka, 1991). 

Owing to the gradual downgrading under growirtg competition of 
the textile/garment industries in the world-scale divisioning of labour, 
this organizational setting became the organizing framework for these 
industries in the early 1960s. They followed the tracks of cheap labour, 
and decentralized their centres of production, first to small towns and 
then to outlying jurisdictions such as Hong Kong and Singapore (Yoshi­
hara, 1976: 117). This distinctive path was the outcome of tlttee closely 
related factors which reflened the structure of regional labour markets 
during the 1950s and the earlier part of the 1960s: the highly rural 
character of the Japanese {and East Asian) female labour force; the 
relatively low rates of rural-to-urban migration; and the geographically 
dispersed narure of the then predominant textile and apparel industry. 

The combination of these three factors favoured subcontracting of 
production, with emphasis on the use of a female labour force. 
Eventually, the full incorporation of female labour into the urban work­
force in Japan had to await the transferral of such activities 'across-the­
border', as well as the impact on rural labour of land reforms of the 
1950s. The rapid expansion of agricultural production in the 1960s 
allowed a continual flow of rural-to-urban migration: the proportion of 
women working for pay in urban areas soared from 13 per cent in 1963 
to 40 per cent in 1989 (Ogawa, Jones and Williamson, 1993). 

Rather than marshalling labour into its centres of production. as in 
the case of Europe, or expanding its productive base worldwide via 
vertical integration, as in the case of US-based corporate capital, Japanese 
industry then contracted out and effectively orchestrated the integration 
of production processes spread over neighbouring territory. This complex 
and sprawling organizational hold of the region was consolidated by the 
replacement of US aid by corporate capital flows, especia1ly in the former 
Japanese colonies of Taiwan and Korea, where these flows in effect 
strengthened the suppliers' end of the subconuacting nexus. As a result, 
in this second area under reconstruction, yet a different pattern of 
es1ablishing the command of capital over labour emerged. 

In broad outlines, then. subsumption of labour in the core zones 
dictated the mobilization of female labour on a part-time basis. a reserve 
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army supplemented later by immigrant labour from the semiperiphery 
(Europe); by labour in siiH in semiperipheral zones (US); or by mobili­
zation of family labour via subcontracting of production (Japan). Insti­
tuted thanks to the steady and massive outflow of rural labour and/or 
to the ability of capiml to extend its organizational net outside and 
beyond intra m11ros production, all these modes of labour control arrested 
the full-lifetime proletarianization of households in the core. Emigration 
of corporate capital produced a similar structuring in the semiperipheral 
regions by mobilizing semiproletarianized labour reserves. Thus, the 
deepening proletarianization of households in the core zones despite 
the partial incorporation of female labour into wage employment was 
complemented and counterbalanced by the growth of part-lifetime 
proletarianized households in the semiperiphera1 and peripheral zones. 

The Global Reach of Taylorism 

A wide array of processes framing the division of labour in the world­
economy accelerated the burgeoning of infra-economies in the non­
core zones throughout the 1950s and 1960s- processes ranging from 
rampant urbanization to mass migratory movements, from demographic 
upheavals to the institution of new modes of labour control, not to 
mention attempts by businesses to escape state regulation. By catering 
to the protean infra-economy, these processes facilitated corporate 
capital's foray into the vast field of part-lifetime waged work. 

Given the wide spectrum of mechanisms underlying and reproducing 
infra-economies in different quartets of the world-economy, a 
substantivist reading of the development of a 'regulated' (that is, 
Taylorist) realm in the post-1890s period has to account for the 
modalities by which an enlargement in the 'unregulated' terrain has also 
occurred (or rather recurred). The geographical distribution of these 
wide-ranging trends was not random; the differences reflected the world­
historical structuring of productive activities. In what follows, I shall 
dwell upon these modalities, and perforce operate through a score of 
ideal-types of infra-economies which have hitherto served to secure the 
non-universalization of proletarianization in the semiperipheral and 
peripheral zones of the world-economy. 

In certain quarters of the semiperipheral world, the momentum pro­
vided throughout the 1950s and 1960s by the speed and magnitude of 
urban growth triggered a phenomenal surge in the number of part­
lifetime proletarian households. The expeditious emptying out of rural 
areas, the salient feature of the postwar era, furnished the urban/ 
industrial/corporate sector with 'unlimited supplies of labour'. To be 
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sure, the rate of urbanization was sustained, if not instituted, by the 
extension of State machineries plus import-substitution industrialization 
and/or transnational expansion of capital. As a result, by the late 1960s 
the urban population in the semiperiphery in Eastern and Southern 
Europe had reached 55 per cent, and 65 per cent in the USSR and 
Latin America (UN, 1986; Jackson. 1987). 

The statist framework governing the process of industrialization, an 
integral part of Pax Americana's interstate order, favoured growing rates 
of urbanization, for the most part particularly but not only the capital 
cities. The concentration of manufacturing and service activities in a 
rather limited number of cities in each national jurisdiction was the 
overarching factor in the organization of the post-1945 spatial order. 
Embodying this wave of industrialization in Latin America and South­
ern Europe, Mexico City, Santiago, Sio Paulo, Madrid, Barcelona, among 
others, exemplify the trend. In Latin America, at least 40-50 per cent 
of the GOP, manufacturing production, and services and employment 
were concentrated within sprawling metropolitan agglomerations. Soar­
ing urbanization and spatial concentration of manufacturing activities in 
the semiperiphery were marked characteristics of the A-phase. 

Where corporate capital monitored the ongoing division and inte­
gration of manufacturing processes, as in Latin America and the southern 
rim of Europe, the share of the urban labour force rose the most, and 
emigration from the rural areas was accordingly massive. The riming of 
corporate capital's transnational expansion and the nature of migration 
resulted in different modalities of semiperipheral development. In both 
regions, the integration into corporate structures of production extended 
the spread of Taylorization of production, promoting the employment 
of male labour on the shop floor. Yet, differences arising from the 
nature of available labour reserves, especially tural, found expression in 
differing modes of semiperipheral structuring. While agrarian structures 
in Latin America favoured plantation-like agricultural units, Southern 
Europe saw the reconstruction after the war of family-farm enterprises. 
The two paths of transformation created differing modes of income 
pooling. 

In Latin America, migration was primarily to cities within the state, 
and female migration was not only part of it but actually its main 
component. The consequence was the expansion of an urban infra­
economy that provided the livelihood of close to 30 per cent of the 
urban labour force, creating and catering to semiproletarianized house­
holds. It was just the opposite in Southern Europe, where migration 
was primarily emigration to the core zones, and almost exclusively male. 
In consequence, householding crossed state boundaries, spanning rural 
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and urban areas, and hard currency remittances strengthened the hold 
of households over land. 

In Latin America, it was the capital-intensive nature of agriculrural 
production which drove large numbers of rural inhabitants, mostly 
women, to metropolitan conglomerates to be employed in the evet­
expanding infra-economy. As the rate of rural population swiftly 
dropped, female labour's share of the total increase in employment 
jumped from 18 per cent in 1950 to 38 per cent in 1975, despite the 
fact that the increase in manufacturing employment was quite meagre. 
More often than not, women dropped out of the formal labour force 
after marriage, but they comprised the most substantial portion of the 
infra-economy, providing between 45 and 70 per cent of its labour. The 
concentration of population and manufacturing in a few urban centres 
where household members were engaged in a score of pecuniary pursuits 
enabled these units to increase that portion of their income accruing 
from part-lifetime employment (Boserup, 1970). 

The changing face of agriculture was reflected in the decline not 
only of family farms but also in the size of their holdings. Between 
1950 and 1970, the number of small farms in Latin America as a whole 
grew by an estimated 92 per cent, or 2.2 per cent a year; and the 
average size of smallholdings declined from 2.4 to 2.1 hectares in the 
same period, a contraction of --0.4 per cent a year (de Janvry et al., 
1989). Non-farm employment in the rural areas shrank along with the 
contraction of the farm sector, and accounted for only one-third of 
rural labour, considerably lower than that in Asia or Africa (where the 
ratio is closer to two-thirds). The share of agriculrural wage employ­
ment actually feU, due to the attendant contraction of family farms 
during the 1960s (Haggblade, Hazell and Brown, 1989: 1174-77; ILO, 
1984). 

Rural emigration in Latin America was so unyielding and continuous 
that the increase in the rural labour force failed to catch up with that 
in the agricultural labour force. The former, which grew by 0.6 per cent 
pe1: annum during the 1950s and 1960s, was outstripped by the rise in 
the latter, which increased by 1 per cent in the 1950s and by 0.8 per 
cent in the following decade (Anderson and Leiserson, 1980: 220-21; 
Buttari, 1979). Also, the massive emigration from the rural areas has w 
be placed within the context of increasing intercontinental migration, 
the volume of which at the turn of the 1970s added up to approxi­
mately 3.5-4 million persons, mostly from peripheral zones to the 
semiperiphery (ILO, 1984). These developments also found their echo 
in the USSR and Eastern Europe, where the tempo of rural depopulation 
and urbanization rivalled those of other semiperipheral regions. The 
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demographic loss of the Slavic republics during the war, now estimated 
to be 40 million, twice as high as previously believed, was only recovered 
in the early 1970s. It was due to the sheer size of this loss that the 
period beginning in the mid·1950s witnessed the relaxation of many of 
the controls on labour mobility in the USSR. Despite the passport 
system, dose to 25 million people emigrated from the countryside 
between 1956 and 1970, leading to the enormous growth of Moscow, 
Leningrad, Kiev and Minsk (Helgeson, 1986: 148, 151-2). 

In Southern Europe, the outflow of labour to the core zones and 
the inflow of remittances to the countryside implied a different agrarian 
structuring. 4 The growth of the labour force, which was about 0.3 per 
cent per annum during the 1950s, declined to O.ot per cent in the 1960s 
due to the magnitude of core·bound migration. In Southern Europe, 
since it was largely males that migrated, the rate of growth of the male 
labour force fell drastically in the 1960s. In most cases it was negative: 
the rate went from 0.7 per cent to -0.2 per cent; in Italy from -0.05 
per cent to -0.2 per cent in Greece; from 0.3 per cent to -0.9 per cent 
in Portugal, and from 0.5 per cent to 0.2 per cent in Spain (ILO, 1986, 
N: 7-9). Rates of growth of female labour, on the other hand, increased 
region-wide, from 1 per cent in the 1950s to 1.3 per cent in the 1960s. 
The drop in agricultutal employment in relation to total employment 
came much later than it did in Latin America, and was particularly 
marked between 1960 and 1973. The proportion of female labour in 
manufacturing rose impressively in Southern Europe (from 20 per cent 
in 1950 to 28 per cent of the female labour force in 1970), whereas in 
Latin America the share of female labour in manufacturing declined 
from 23 per cent to 20 per cent during the same period. 

Along with a series of other 'invisible' exports, remittances made up 
a significant portion of the aggregate income of the households domi· 
ciled in Southern European countryside, and allowed them to provide 
corporate capital with parHime and casual workers, remunerated in 
part in 'traditional' wages (Keyder, 1985; Vergopoulos, 1979). This 
migratory pattern changed during the latter half of the 1960s. Labour 
outflows from these territories declined, or were overshadowed by the 
appearance on the global scene of a new family of migratory move· 
ments, emanating mosdy from peripheral regions (Sassen, 1988). 

4. For the impact of emigration on large-scale agriculture (for eumple, by raisirlg 
rural wages), or on famiJy.holdings (for example, by incnasing households' ability to 

purchase land), or on patterns of land-usc (for example, shifting from intensive cul­
tivation [vegetable produce and industrial crops) to extensive [cereal) rultivation), see 
Filias, 1972 and de Oteyza, 1972. 



<OO The Age of Transition 

The dissimilarity in the paths of rural transformation of these two 
semiperipheraJ regions is reflected in the expansion in Latin America 
of rural towns which emerged as increasingly important locations for 
new employment. Unlike Southern Europe, the rate of growth of the 
population of small towns in the 1960s was comparable with and often 
greater than the rate of growth of luge metropolitan areas. In the light 
of the overwhelming predominance in Latin America of the infra­
economic scaffolding. the fact that most studies trace its (conceptual) 
origins to feamomia sommersa in Italy is ironic. Even more, it nearly 
documents how restricted (and core-based) out points of reference are 
in trying to diagnose supposedly new social phenomena. s 

Until the beginning of the cyclical downturn in 1967 j73, it was thus 
primarily in the semiperipheral. zones that the deepening/consolidation 
of stateness by means of formation/extension of a parastatal corporate 
sphere was accompanied by the relocation of labour-intensive manu­
facturing processes under the aegis of transnational corporations. Subse­
quently, wage employment in the 'formal'/'modern' industrial sector 
registered striking rates of growth, although the significance attached to 
full-time wage employment in this sector as a sign of 'development' 
certainly underestimated the sheer size and widespread nature of comple­
mentary forms of employment by the corporate sector (parastatal or 
private). The growth in the labour force employed in the corporate 
sector, albeit considerable, was outstripped by that of the non-agricultural 
labour force. Conversely, the sheer size of the reserve army of labour 
permitted corporate capital to extend its operational domain by direct 
hiring on a casual basis and by subcontracting of production and 
marketing (see Portes and Benton, 1984: 596-7). Complementing this 
double movement was the new life given to 'traditional' wage (as 
opposed to 'social' wage) arrangements, and hence to the perennial 
infra-economy. 

Whereas urbanization and migration, both resulting from and com­
pounding the exodus from the countryside, furnished households -
either through 'informal' activities or through remittances - in the Latin 
American and Southern and Eastern European semiperipheries with 
opportunities and means to widen their income mix, households in 
East Asia did not rely on either, due to the spatially dispersed nature of 

5. Discussions of the 'dlird Italy" as th~ original site of'oasceot fl~xibk pwduc­
tion', argued to be mdieally aod sttuctunlly dissimilar from 'thint-world-like' infonnal 
~cooornies, reftect a similar optic. 
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the predominant industries (textiles and food processing).6 The well­
knit netWOrk of secondary cities and the land reforms that altered the 
agrarian structure of the countryside prevented, at least until the 1960s, 
the kind of urban growth the other semiperipheral regions underwent 
(Durand, 1975: 149). In addition, subcontracting can be said to have 
discouraged labour migration in so far as extra !HI~ros production in the 
.. ountryside was available. It was mostly during the B-phase that, given 
:the fast pace of growth in the late 1960s and 1970s, the mobility of 
.bbour within and across the region became widespread. 

Consequently, in stark contrast to other parts of the periphery, urban 
growth in East Asia was rclativdy low throughout the 1950s, reaching 
a mere 28 per cent in Korea in 1960. The peak of the population 
growth was reached during the latter half of the 1960s when it soared 
to 2.5 per cent per annum. The agricultural reforms of the 1950s had 
led to increased migration to the cities. Once employment on the farm 
became a thing of the past with the world-economic developments of 
the 1960s, the share of manufacturing in total employment went from 

i 11 per cent in the 1960s to 21 per cent in the 1970s (van Ginneken and 
van der Hoeven, 1989). A big jump in female labour-force participation 
was also under way during the 1960-75 period, from 17 per cent to 33 
per cent in South Korea, 22 per cent to 35 per cent in Hong Kong, and 
J4 per cent to 30 per cent in Singapore (Ogawa, Jones and Williamson, 
, !993: 52; Jones, 1984}. 

The confinement of transnational expansion of capital and the re­
distribution of productive activities to a few semiperipherallocales until 
the early 1970s left the state corporate sector in the periphery as the 
most sizeable source of wage employment. The expansion of the state 
corporate sector, however, precipitated similar processes of increasing 
rural-to-urban migration with consequent skyrocketing rates of urban­
ization, again to a few select centres, mostly to capital cities as bureau­
cratic seats of power. The coupling of urbanization with industrialization 
as a means of consolidation of nascent state structures was the particular 
mHk of the 1950s and 1960s. Yet, the relatively limited size of this 
urban/corporate sector (employing less than 20 per cent in China and 
in certain parts of Africa less than 10 per cent of the population) set 
in motion a dynamic different from that in the semiperipheries (Doctor 

6. For a typology of household migration pattel:os, and the ramifications on the 
mix of economic activities the households are engaged in, Boserup's seminal work, 
Wom.m~ Role;, Eco1101Nk Dt~~tlopmrtll (1970), still stands out, despik aU criticism lev­
elled against it. 
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and Gallis, 1966). The need to diversify their sources of income com­
pelled households to grow in scale, ushering in or rcinforcing the demo­
graphic growth of the 1960s (Meillassoux, 1975).1n the peripheral areas 
of the world-economy, it was thus the difficulty of reproducing the 
conditions of existence of infra-economies that accelerated population 
growth. 

The predominance of an import-substitution ideology in much of 
the world, complemented by the need of US corporate capital to main­
tain protective barriers up to the late 1960s and by the absence of 
corporate 8ows to the periphery, fuelled autarchic industrialization poli­
cies that helped give an appearance of universality to the Taylorist elan 
of the era. The low ratio of exports to GDP in the core - the 1960s, 
the golden age of US hegemony, were an all-time low (Lipietz, 1987: 
69) - was a key element in the postwar boom of the peripheral econo­
mies, but it was a precarious base. 

From the vantage point of the world-economy, the growing ability of 
households to reallocate their labour supplies and to engage in multi­
farious economic activities provided the setting within which the process 
of proletarianization had been embedded. But in most (semi)peripheral 
locales, the expansion during the 1950s and 1960s in the infra-economy 
was intimately linked to the process of industrialization. The absolute 
annual growth during the 1950-80 period of wage employment in Latin 
America and Southern Europe, for instance, fell consistently below that 
of the non-agricultural labour force, and the share of agricultural wage 
employment actually decreased (ILO, 1984). 

This proliferation in the range of non-wage-earning economic activi­
ties was hence more than merely a product of the B-phase, performing 
its usual counter-cyclical function. The widespread restructuring in the 
core zone of the structures of work in terms of Taylorism and Fordism 
during the A-phase created and relied heavily on the breadth and the 
protean nature of the infra-economies. On the one hand, the con­
spicuous absence in most parts of the periphery of transnational expan­
sion of capital set limits on the extent of wage employment. From the 
vantage point of the periphery, despite major differences between the 
pre-1945 and post-1945 economic orders, two closely related systemic 
traits of the world-economy have exhibited a remarkable degree of 
continuity since the turn of this century: first, the inexorable boxing-in 
of capital flows within and among core and semiperipherallocales (and 
correspondingly, the dwindling share of the periphery in these flows), 
and second, the continuously growing share of manufactured goods 
within global merchandise flows. Both trends were consecrnted in the 
Bretwn Woods arrangements and even more by GAIT. 
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On the other hand, the deepening of both interstateness and 
stateness, by promoting centrifugal tendencies, had a perverse effect on 
the restructuring of labour markets. The gradual expansion of state 
structures during the 1950s and 1960s stimulated attempts by enterprises 
to escape their reach and encouraged a proliferation in the number of 
non-state-administered enterprises (rather than, say, the increase of 
individual enterprises in size). This swelled the ranks of the infra­
economy in the semiperiphery and the periphery. In the former, this 
centrifugal movement provided additional support to the widespread 
utilization of casual hiring and subcontracting. In the periphery, the 
broadening of the Taylorist realm had merely flowed from the con­
solidation of state apparatuses (via import-substitution industrialization) 
and attendant urbanization, notwithstanding the relatively limited 
presence of core capital. 

Changing Modes of Expansion of Capital and Labour Control 

What followed during the B-phase accelerated rather than reversed these 
tendencies. Part-time work, temporary employment and similar arrange­
ments have in fact bea>me indispensable elements of the reorganization 
of production in the core zones. And the 'informalization' of produc­
tion and work in the semiperipheral and peripheral zones has reached 
colossal proportions. In Eastern Europe and the USSR, this took the 
form of the growing significance of piece-rate work (Haraszti, 1977). 
Since 1945, growing proletarianization in the core., comprising in the 
1970s more than 80 per cent of the labour force {and unemployment 
ranging from 2 per cent to 3 per cent in Europe and 4 per cent to 7 
per cent in the USA) has eventuaUy increased the pace of the shift of 
labour-intensive manufacturing processes from the core to the semi­
peripheral and peripheral zones. Since 1967/73, the multiplication of 
the sites of provenance of capital emigration- adding Japan and Europe 
to the USA {FrObel, Heinrichs and Kreye, 1 980) - has in turn fostered 
both tendencies by increasing the share of temporary/part-time work 
and rates of unemployment (now reaching 11-12 per cent) in the core 
zones and the furthering of 'informalization' in the non-core zones. 

Indeed, the relative share of wage labour in the world's labour forces 
chmbed most notably not at the zenith of US hegemony but during the 
subsequent B-phase. The explanation, however, lies in the increase in 
part-time and 'casual' {part-lifetime) wage employment that accompanied 
the decline in full-lifetime wage arrangements. The rise in wage employ­
ment since the mid-1960s in the peripheral and semiperipheral zones of 
the world-economy is one consequence of this; although, of course, it 



Tbe Age of Transition 

is partially merely the reflection of the utilization by state agencies of 
new classificatory categories, designed to register newly added categories 
of wage employment rather than dwell exclusively upon the full-lifetime 
proletarian.) The B-phase thence became the locus of two closely related 
developments which altered the terrain on which post-1945 tendencies 
were founded. 

First, in the 1970s there was a shift .in the locus of the transnational 
expansion of capital, increasing significantly the amount invested in 
peripheral locations. Previously, capital flows were con6ned predomi­
nantly within and among core and semiperipherallocales. After the brief 
interlude of the 1970s, however, capital flows, triggered by the onset of 
the 'debt crisis' in 1981, once again moved mainly within the core. This 
did not restore, however, the post-1945 order. Rather, the extension in 
the territorial reach of capital during the 1970s had prepared the ground 
in the semiperiphery for the licensing and subcontracting of production. 
This 'outsourcing' served in part to compensate for the outflux of core 
capital as well as to render it 'more' mobile due to the low ratio of 6xed 
capital in most subcontracting arrangements. 

The global widening in corporate structures of accumulation signalled 
an important change within the inter-enterprise system. It incorporated 
(albeit at arm's length) a wide range of cascading units/firms. The 
increasing reliance within the corporate world on new modes of inte­
gration (such as subcontracting of production, licensing, and joint 
ventures) took place at the expense of the familiar web of subsidiaries 
and in-house operations (that is, vertical integration).7 The impetus given 
in the late 1960s to the slowing down of vertical integration by corpo­
rate restructuring was supplemented in the 1980s by the momentum of 
the debt crisis. The deceleration in semiperipheral growth induced by 
the crisis led to the rettenchment of corporate capita) at the core, and 
the decline in capital flows and direct investments favoured modes of 
integration other than that of vertical. Therefore, the scaling-down since 
the late 1960s of the TNCs and their subsidiaries nurtured a climate 
conducive to conducting a wide specttum of productive activities, 
previously enclosed within corporate structures via Fordism and 
Taylorism, beyond the confines of these conglomerates (Harvey, 1989). 
This process has either grafted new groups of producers onto, or re­
assembled under, the organizational edifice of the TNCs certain frag­
ments of the already existing reservoir of labour forces. Particularly in 

7. On subconwcting and the hiving off of forrnetly intertllllized transactions, see 
Hirschman's discussion of 'hietu<:hies' venus 'markets' (1986: 85--7). 
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the Pacific Rim and its bordering regions, the widespread introduction 
of subcontracting attuned the world of work to its modes of functioning. 

Second, the increasing condensation of trans-state relational networks 
woven by 1NCs after 1967/73 provided additional impetus to inflate 
the opaque ha1f of global economic activity. Prevailing state-subversive 
trends dealt a fatal blow in the periphery and semiperiphery to activities 
tied to the parastatal corporate sector and/or import-substitution in­
dustrialization. By default or by design, the waning ca.pacicy- of state 
apparatuses to monitor and police 'social' wage arrangements -that is, 
employment covered by labour codes and legislation and regulated by 
the state - increased the amplitude of 'casualization' of work, As a 
result, trans-state processes, primarily originating from above in r:he trans­
national expansion of capital, were fortified from below by a widening 
in the latitude of the non-Fordist realm. 

In the core zones, the massive emigration in the late 1960s and 
1970s of capital 'overseas' was accompanied by the proliferation in the 
core of industrial home-work along with the ever-growing significance 
within the realm of employment of temporary and market-mediated 
work arrangements.8 This reshuffling in the core helped to mobilize the 
reserve army of female and immigrant labour and scaled down the 
share of the traditional cadre of White male full-time wage workers. 
These intimately linked developments of the past two derndes, colouring 
the changes in the place of production from factories to sweatshops, 
are attested to by the discussions surrounding 'flexible specialization', 
'post-Fordism', and 'new forms of investment' (see, for example, Piore 
and Sabel, 1984; Williams et al., 1987). The transformations in structures 
of production and work, already under stress due to the wave of labour 
insurgency in the late 1960s, proved to be long-lived. 

Stated briefly, then, the labour force formation patterns of the 
Kondratieff A-phase, which had laid the ground for a gradual yet 
progressive build-up of semiproletarian households, were given a vigor­
ous boost by the developments of the 8-phase (FrObel, 1982). In the 
core, with the onset of r:he downswing. the employment of female labour 
reached new heights in the 1970s, and part-time and contract jobs 
became an indispensable part of the world of work in the 1980s. For 
example, in Gr~t Britain, wh~eas the female labo~.tr force has risen by 
3.1 million, that of male labour has increased by on1y 300,000. In fact, 

8. In Europe, this tendency manifests itself in the diminution of employment 
protection by relaxing restrictions on the use of temporary workers and of lixed-tetm 
contracts, and by the redu«ion and organization of wod: time (see Osterman and 
Kochan, 1990; also Aglietta and Brender, 1984: 173-9}. 
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by the end of 1994, the number of 'gainfully employed' women is 
expected to exceed that of men. Again in Great Britain, one worker in 
four is today outside permanent, full-time employment. When temporary 
staff and self-employed are added to the figures, then the percentage 
rises to 40 per cent (Beechey and Perkins, 1987: 37). 

In addition, the world-scale centralization in the core of the tasks of 
servicing and monitoring the global productive apparatuses has proven 
compatible with, indeed has encouraged, the expansion of part-time 
employment (Sassen, 1991). In the USA it is primarily migrant labour 
that has been employed in this rapidly expanding sector of the 1980s, 
thus keeping parHime employment from being the sole preserve of 
female labour. In Europe, the assignment of migrant labour to manu­
facturing activities has made part-time female employment in the service 
sector relatively more secure. This pardy explains why women have 
fared better in Europe in this recession than men: 5.6 per cent of 
women are currently unemployed, as opposed to 12-14 per cent of 
men. As a result of these developments, regulations in Europe monitor­
ing part-time employment and contract jobs are being refashioned, in a 
piecemeal fashion, to conform to this emergent situation; whereas in 
the USA, where such regulations were never in effect, part-lifetime 
employment has boomed. The increase both in the volume of this kind 
of employment and in the nwnber of persons ready to accept its non­
Pordist package have resulted in falling wages instead of unemployment 
in the USA, in contrast to Europe.9 The proliferation of contract­
employment and self-employment, of piece-rate and home-based work, 
have involved the hiving-off of activities formerly internalized within 
corporate entities to separate enterprises, fortifying the foundations and 
development of non-Fordist employment patterns. 

The overwhelming presence in the PaciJic Rim of subcontracting of 
production has given the region its sui generis character. The regional 
latticework in the PaciJic Rim mirrors in part the degree of multilateral 
dependencies woven under Japan's aegis. The territorial sway of sub­
contracting became the essential thread constituting the regional division 
of labour (Arrighi, Ikeda and Irwan, 1993; Cumings, 1984). An in­
dispensable if not the central component of the organization choreo­
graphed by Japanese corporate capital, the continual growth in 
subcontracting of production, is evident in the structuring of the manu-

9. The nominal figures for Euwpe are relatively higher than the ligures for the 
USA (around 11-12% as opposed to 6-'7-/o), but the btter figwe excludes 'discour­
aged job-seekers'. 
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facruring sector in Hong Kong: 57 per cent of its exports originate in 
local companies with fewer than fifty employees and marketed through 
14,000 small import-export houses. This local weave has been corrobo­
rated by the character of migration in the region, which to date has 
been largely family migration. In sharp contrast with the trends colour­
ing the rest of the world, urban households in the region have grown 
bigger in size than their rural counterparts elsewhere, and the differ­
ence between rural/agricultural families and their urbao counterparts is 
the lowest in the world (1:1.5 against 2:4 in Latin America). The net­
works of subcontracting enveloping the Pacific Rim within corporate 
structures of accumulation thus cast a radically different setting for 
labour flows thao the one provided by the vertical integration of pro­
duction by the TNCs. 

Regional integration in the Pacific Rim has gone on unabated in 
spite of the massive outflw: from the region of Japanese corporate 
capital during the last two decades to other core locales. Though capital 
flows have of late resumed their overwhelmingly interregional character, 
the networks in place are no longer eKdusively dependent on capital 
movements originating in Japan; they now stem from other parts of the 
region as well (via Hong Kong and Taiwan). Along with recent chaoges 
taking place in former Soviet Asia and China, it seems likely that these 
multilateral networks woven by Japanese corporate capital, originally 
involving only the so-called four dragons (South Korea, Taiwan, Hong 
Kong and Singapore), will undergo further modification. The opening 
up of new territories is rendered obligatory by the stretlgthcning of 
labour in the four dragons. Subcontracting networks, previously almost 
exclusively enclosing the four dragons, are in the process of extending 
their spread to parts of Southeast Asia (for example, Indonesia, Thailand, 
Malaysia) (Singh and Kelles-Viitanen, 1987) as well as to southern China. 

These seemingly divergent yet complementary developments signal 
that the longevity of these subcontracting networks is not necessarily 
bound up with the present downturn. Subcontracting of production has 
been more than a countervailing fotce deployed against the vagaries of 
the downturn. The acceleration during the last two decades in sub­
contracting has either added a new array of producers to, or reassem­
bled under, the organizational edifice of the TNCs certain fragments of 
the existent reservoir of labour forces. For example, in Indonesia, 75-
80 per cent of the manufacturing workforce is and remains in rural 
areas - in manufacturing hamlets, so to speak. Economic flows 
emanating from the core and channelled through networks enveloped 
within the gargantuan 'general trading companies' (sogo sbosha) have 
effectively discouraged core-bound labour flows. Whatever mobility there 
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is, mosdy from the periphenl regions of the Pacific Rim, is channelled 
towards the Persian Gulf, and from the semiperiphery to the USA. The 
passing of huge sums in remittances back home without the interme­
diation of banking institutions or state agencies has in effect helped to 
reproduce the (financial) conditions of existence of the units/firms at 
the outer perimeters of the subcontracting networks., hence strengthen­
ing the existing pattern. 

This structuring has delimited the sphere of circu1ation of migratory 
movements to the shifting margins of the PaciJic Rim, to some degree 
insulating the Japanese epicentre from labour inflows. Despite the rapid 
growth during the past two decades in the region, the magnitude of 
labour flows has been relatively unimpressive. Of the 3.5 million people 
who have migrated so far, only 1.2 million have done so within the 
region; most of the rest emigrating to the Persian Gulf (Stahl, 1986). 
Prospects of an expansion in the hinterland (for example, by the uni­
fication of the Koreas or the further opening up of Guangdong via 
Hong Kong) are likely to reproduce the conditions of existence of 
these networks on a larger scale. These ever-growing concentric circles 
may in the near future continue to generate relatively low levels of 
labour mobility within the region. 

In harmony with the ebbs and flows of Japanese corporate capital, 
the highest rates of urban growth in the outlying regions were reached 
in the 1970s, up from 4.2 per cent in the 1960s w 5.2 per cent; they 
have since fallen to 4.5 per cent. And the highest growth rates since the 
1970s have been reached in the category of cities with populations less 
than a million (Douglass, 1988). That the urban artery in Asia has a 
relatively well-developed ancillary of secondary cities has helped this 
phenomenon take a firm grip in the region. In 1975, in East Asia less 
than one-fifth, and in South Asia less than one-third, of the urban 
population lived in secondary cities (Rondinelli, 1983: 53-7). This also 
explains the fact that, in South Asia, the fastest growth took place in 
cities with populations less than 2 million while the rate of growth of 
the primate cities declined considerably. The present trends in urbani· 
zation strengthened the existing fabric of production in the region. 

Though similar organizational readjustments within other core zones 
have been the order of the day since the late 1960s, the extent of this 
renovation has been comparatively modest. The relocation of production 
abroad via subsidiaries and the continuing force of the USA rendered 
the liquidation or renovation of this existing corporate network extremely 
difficult. The relatively limited extent of transnational expansion of 
European corporate capital until the late 1960s and its subsequent 
reliance on the import of migrant labour were, of course, limitations on 
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its ability to resort to sub:ontracting of production. Even though its 
latecomer status has absolved it from the necessity of liquidating (part 
ot) its corporate network, the full integration of Southern Europe (the 
former frontier of the Community, now placed on a par with the rest), 
and to a limited extent of Eastern Europe, have imposed serious limits 
on the extension and widespread employment of this other mode of 
integration. Indeed, recent developments in Eastern Europe, where 
subcontracting for European - mostly Getman - firms had become a 
frequent phenomenon in the 1970s and 1980s (van der Wee, 1986: 397) 
have rendered it an increasingly arduous undertaking. The 'economic 
labour collectives', which leased state-owned plants and machinery 
outside working hours, have virtually disappeared in consequence of the 
recent industrial privatizations. 

The Expanding Dominion of Semiproletarian Households 

The broadening of rhe non-Fordist sector in the core has been accom­
panied by a swift expansion in the number of semiproletarian house­
holds in the semiperipheral zones as well. It was triggered by a decline 
in the state's capacity to control and regulate economic flows and labour 
markets, beD\use of both transformations in the interstate system and 
the 'footloose' expansion strategies employed by corporate capital. The 
processes underlying the reproduction of semiproletarian households 
during the A-phase - urbanization, migration and demographic growth 
- lost their force as a result of the changes in the interstate and inter­
enterprise systems. In fact, all three have become, during the past two 
decades, attributes of peripheral rather than of semiperipheral regions. 

For one thing, during the 1970s, the urban 'bias' inscribed in import­
substitution industrialization came to a sharp halt, tilting the balance at 
the expense of the biggest conurbations. Seen from this angle, the fast 
pace of urban growth experienced before the debt crisis started to 
subside revealed that it was basically the extraordinary growth of lesser 
cities (and, at times, of towns) which has kept the overall rates of urban 
growth high since the 1970s. 

This decline is fully consonant with the world-economic develop­
ments characterizing the post-1967/73 period. Having radically altered 
the balances established during the 1950s and 1960s which favoured 
urban concentration and deruralization, these recent developments per­
force dictated a new spatial patterning on a world scale. By downplaying 
the urban geography of the former period, the reversal of the 'en­
closure' movement which had concentrated (agrarian and industrial) 
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production predominantly within the inter-enterprise and interstate net­
works triggered secondary urbanization, facilitated 'ruralization' of manu­
facturing activities, and refashioned the agrarian landscape. In short, it 
called iruo question the rural-urban nexus of the post-1945 period. 

With the downturn, the withering away of import-substitution indus­
trialization and the burgeoning of commercial agriculture and husbandry 
unleashed centrifugal tendencies, reducing the growth rate of the primate 
cities. The change in capital flows during the 1970s favouring the 
periphery made these changes visible first in the semiperiphery. But 
the debt crisis and the ensuing movement of capital toward the core in 
the 1980s ensured that the full impact of the downturn would be felt 
in peripheral and semiperipheral areas alike, with however some nuances 
for the semiperiphery, given the pivotal role they played during the 
A-phase. 

The concentration of industrial production in metropolitan areas 
slowed down. For example, in Chile, Santiago's proportion decreased 
from 49 per cent to 38 pet cent between 1973 and 1980 (Gwynne, 
1985: 82-131, 234). Subsequently, the rate of metropolitan growth 
decelerated. In Sao Paulo, secondary cities of the state with a popu­
lation of over 100,000 increased, at an annual rate of 5.3 per cent, faster 
than the 4.6 per cent of the metropolitan area itself (Townroe and 
Keen, 1984). It was during the 1970s that the cities with popuJations 
between 0.5 and 4.0 million had the lowest growth rates. Those with 
populations between 100,000 and 500,000 were growing at an average 
of about 3.9 per cent annually, whereas the rate declined to 3.1-3.2 per 
cent in those with populations ranging from 0.5 to 4.0 million (Preston, 
1988). 

Between 1965 and 1975, even though the total popuJation in cities 
over four million in peripheral and semiperipheral regions grew from 
55.9 to 120.6 million- that is, at a phenomenal rate of 7.7 per cent­
almost half of this growth resulted from an absolute growth in the 
number of cities in this group, from nine to seventeen. If calculations 
are somehow 'corrected' on this basis, then 32 million shouJd be added 
to the former group. In other words, the urban growth rate 'through 
graduation' would be in excess of 3 pet cent. That the absolute increase 
in the number of mega1opolises needs to be taken stock o( in tracing 
trends in urbanization goes without saying. However, it shouJd not inflate 
the growth rate attributed to metropolitan conglomerations. One cannot 
claim the end of the predominance of primate cities. The centralization 
of industrial pursuits is still with us, although signs of its abatement are 
also evident and abundant (Stotper, 1991). The corporate restructuring. 
flowing from the renovation in the informational infrastructure, has 
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inaugurated the supersession, if you will, of the importanCe of physical 
concentrations by a network of information and economic flows or­
chestrated 'from without'. 

The decline in rates of urban growth has followed different modalities 
in d1fferent parts of the semiperiphery. In highly urbanized Latin 
America, the change is exemplified in the deceleration of rates of urban 
growth: down from 4.5 per cent in the 1960s to 4.2 per cent in the 
1970s, and to 3.7 per cent in the 1980s. The highest rate of growth in 
the 1980s was in the category of cities with less than 2 million inhab­
itants, while the primate cities also grew fast. Equally, the populations 
of secondary cities grew about 8 per cent faster than the total popu­
lation of the largest cities. In the Paci6c Rim, where a considerable 
influx during the A-phase of US corporate capita] favoured primate 
cities, the outlying cities (for example, in the Philippines, provinces 
adjacent to Manila; or in Malaysia, Penang) were as affected as the 
metropolitan provinces during the drastic contraction in property mar­
kets in 1992 (Far Eastern Economic Review, 30 April 1992: 37-48). 

As parastataJ corporate entities encountered formidable difficulties 
because of the retrenchment of capital to the core in the 1980s, the 
infra-economy serving as an adjunct to this economic reaJm contracted 
too. The contraction in employment was accomparued by attendant 
dechnes in informaJ earnings, partly due to the rapid rise in labour 
reserves in the infra-economy and, more importantly, because of the 
parallel dechne in demand by a shrinking corporate sector due to the 
drop in urban wages. With the share of urban population in the Latin 
American semiperiphery now reaching 80 per cent of the total popu­
lation, the contraction in the state/corporate sector and the very slow 
tempo of industrialization were translated as incessant growth in the 
reaJm of the infra-economy. 

This is partly why, despite the fact that 'formal' sector (corporate or 
parastatal) has either been auctioned off or has downsized considerably, 
employment in the 'marginal' sector has not shown any corresponding 
quantum leap. Rates of urban unemployment in metropolitan agglomer­
ations in Latin America as well as in Southern Europe have skyrocketed 
and have persistently been higher than overall 'national' rates of un­
employment. Here again, the Latin American semiperiphery exhibited a 
path different than that of the Southern European semiperiphery, In 
the latter, where female employment in manufacturing has been relatively 
higher, unemployment of women, more so than that of men, has also 
been the order of the day. In the former, by contrast, where the 
feminization of the labour force employed in the infra-economy reached 
significant proportions, owing to the gradual slackening in this sector in 
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concert with the transformations in the corporate sector, female-headed 
households mushroomed (Schmink, 1986; Schultz, 1990). 

Hence, centripetal forces shaping urbanization patterns during the 
A-phase, at variance with recent historical developments, have of late 
lost their spatially organizing force. The reversal is' signalled by a de­
celeration in the growth of primary cities and a complementary rise in 
that of secondary cities at the semiperiphery, and in the loss of the 
agglomerative power of the metropolitan conglomemtions at the core. 
At the same time, natura1 increase became a more important factor in 
the growth of the urban areas, at times accounting for more than 70 
per cent (Roberts, 1978: 105), There was also a metamorphosis in 
migratory flows, which have become more intra-urban in character, 
within or across national boundaries (Roberts, 1990). 

In sharp contrast to the A-phase, during the B-phase the relatively 
limited size of the agricultural labour force in the semiperiphery, the 
closely intertwined nature of urban and rural labour markets, and the 
high levels of urban unemployment acted in harmony to bring down 
the rate of demographic growth. The trends sustaining secondary 
urbanization played a role in this. The commercialization of non-cereal 
agriculture, and the growing importance of exports of more lucrative 
non-food crops, used to replenish foreign-exchange reserves rather than 
to subsidize the corporate/urban sector, have opened up new areas of 
temporary employment. The mobilization of this agrarian reserve army 
by labour contractors in relatively centralized small-town labour markets 
has fuelled the development and growth of such towns. These largely 
pendular and periodic sojourns in small towns rendered the recruitment 
on a temporary basis of these town-based workers by landowners easier 
for their own needs or those of rental farms. The agricultural labour 
force has become more and more urbanized, mainly based in small 
town• 

Hence, the difficulties encountered by rural producers in competing 
with these relatively well-organized labour supplies have placed additional 
checks on the tendency of households to expand via demographic 
growth. Besides, land concentration and the resulting increase in landless­
ness have accelerated rural out-migration since the late 1970s. Yet, the 
change in the structure of agrarian production and falling urban incomes 
have altered the character of labour flows. The out-migration is not 
primarily catering to urban labour markets. Rather, as discussed above, 
landless workers now have a tendency to cluster in the neighbourhoods 
of adjacent small rural towns (with populations of less than 100,000). 
Rural producers increasingly dependent on non-farm sources of income 
but unable to find sufficient employment opportunities to migrate and 
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abandon the agricultura1 sector, depend on seasonal, temponuy work, 
for two reasons. On the one hand, the deterioration in employment 
opporrunities in urban areas has led people to look for additional work 
in agriculture. The labour-intensive character of new lines of specializa­
tion (horticulture and livestock farming as opposed to grain cultivation) 
meant that the demand for labour had increased, albeit minimally, on 
the other. 

These processes augur a fertility decline and a deceleration in 
migration originating in the semiperiphery. It is not the processes of 
urbanization and migration, supported by precipitous popu1ation growth, 
which have refurbished the infra-economy, but changing modes of 
corporate expansion and a weakening in statizing trends. The sub­
contracting armature knitting together the Pacific Rim has proved to be 
better equipped to weather the economic downturn, has increased the 
competitive pressure on the successful semiperipheries of the 1960s, 
and has quickened the dissolution of the Taylorist sector. 

The belief in the developmentalist paradigm that the reach of Taylor­
ism was all-encompassing has been belied by its relatively swift decline. 
In fact its reach was to a large extent coterminous with that of the 
semiperiphery. The post-1945 trajectory of the semiperipheries- that 
is, their impressive rise in the late 1950s and 1960s and their relapse 
thereafter- paralleled that of Fordism;Taylorism. The bypassing of the 
semiperiphery by core capital in the 1970s, and the favouring of periph­
eral locales in its search to reduce labour costs was compounded in the 
1980s by the debt crisis. Therefore, the continual growth since 1945 of 
infra-economies, at first somewhat eclipsed by the strong performance 
before 1967/73 of the semiperipheries (and the concomitant growth of 
their 'corporate' sphere), has since captured the attention of social 
scientists. 

The reversal at the periphery in statizing trends and hence the 
downsizing of the parastatal sector precipitated processes quite diver­
gent from those characterizing the semiperiphery. The waning of the 
parastatal corporate sector and the growing intra-core and inter-core 
integration revealed the limits within the realm of work of the organi­
zational edifice of the A-phase. Stated briefly, new trends fostered demo­
graphic and urban growth as well as migt:ltory outfhtx to keep pace 
with its growing marginalization. 

Given that high population densities and the predominandy labour­
intensive agricultural systems dominate the agrarian landscape of 
southern Asia, and that cu1tivator holdings are usually small or middle­
sized, cultivators with large families and smallholdings either cultivate 
the land very intensively or rent additional land from non-cultivating 
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owners. In sparsely populated areas, as in sub-Saharan Africa, large 
families can put into use more land than small ones. In both cases, 
child labour has been widely used, which in the long run does not 
restrict household size. Also, the fact that women in sub-Saharan Africa 
and South Asia, where highet proportions of males were forced to 
work in urban areas, have been relegated largely to the (subsistence) 
agricultuml sector in rura1 areas provided additional incentive for bigger 
households and demographic growth (M:eillassoux, 1994; Boserup, 1990). 
The importance of being populous was mirrored in the growth in the 
number of household memben during the 1980s in many a peripheral 
region, bur mostly in Africa and in South and Southeast Asia. 

The need to diversify their sources of income along the rural-urban 
nexus still kept internal migration and urbanization rates high (UN 
Center for Human Settlements, 1987), Migration in Africa, for instance, 
has remained at high levels - over 6 per cent since 1965. In Southeast 
Asia, 62 per cent of Bombay's and 71 per cent of Dhaka's increase in 
popuJation during the 1970s and early 1980s was attributed to net 
migration. In the case of the latter, the percentage was up from 63 per 
cent in the 1960s. The scenario held true for Manila and Bangkok as 
well, among many others. The social structuring brought about by these 
migratory Rows was different in the various quarters of the periphery. 
Where male populations were perennially adrift, as in Africa, over 40 
pet cent of households came to be headed by women, 85-95 pet cent 
of whom were employed in agriculture. In Asia, where family migration 
overshadowed the rest, the percentage was down to 16--20 per cent 
(UN, 1989' 190). 

The rise in overall wage employment notwithstanding, a combina­
tion of falling/stagnating real wages and declining 'regular' wage em­
ployment has significantly reduced the full-time wage component of 
household income since the late 1960s. Of total household income in 
the periphery in the late 1980s, 10-20 per cent came from full-time 
wage employment, income from 'formal and subsistence' and 'infotma1 
and subsistence' each contributing 30-40 per cent (Evers, 1989; ILO, 
1984). 

Even though the transnational expansion of capital during the first 
two decades was generative of labour Rows catering primarily to urban 
centres, its extension in the 1970s to new and mostly peripheral localities 
induced a sea change in the character of labour flows streaming into the 
core, as exemplified by the changing composition of imported labour 
both in Europe and in the USA. In the former, the provenance of 
labour Rows now widened from Southern Europe to the Mediterranean 
basin at large, and in the latter. from Europe to Asia and the Caribbean. 
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As a result, core-ward migratory movements came to dominate global 
labour flows, reaching 75 million per annum in the 1990s (Golin.i and 
Bonifazi, 1987: 123; Barnet and Cavanagh, 1994: 296). Accompanying 
and underlying these inflows was the redistribution within the corporate 
world of production functions worldwide, and condensation of service 
functions at core locales - hence the literature on global cities. 

As a result, the sheer reach of the capitalist world-economy vis-:\-vis 
households has been modi6ed by processes furthering, first, the almost­
ceaseless growth of the infra-economy in the sem.iperiphery, stemming 
from the waning of the state sector and new modes of corporate 
expansion, furnishing labour with alternatives to wage labour. In the 
periphery, these two tendencies were complemented by demographic 
expansion. Second, the transformation of world agriculture, which has 
rendered grain production the preserve of core zones, has impelled 
rural producers in non-core locales to specialize in the production of 
export crops (Tabak and Kasaba, 1994). The relative decline in the 
periphery in the share of grain cultivation, which, in the course of the 
last thirty years, had come under the jurisdiction of a female labour 
force, mosdy as a result of high rates of male out-migrntion from rural 
areas, is in the process of restructuring: the newly gained dominance in 
agrarian production in the periphery by non-grain export crops is in the 
process of rendering it an almost exclusive province of male occu­
pational activity. This has the potential for downscaling the share of the 
female workforce in agriculture in the periphery and semiperiphery. 
Third, the waning of the parastatal corporate sector, or its shrinkage 
under 6nancial austerity programmes, has increased the tendency to 
shift services back into the domain of communities and households. 
Mention should also be made of the fact that in China, starting from 
1978, household production responsibility or the household contract 
system, which came to replace the commune system, similarly replicated, 
though in a different fashion, the trends characterizing the rest of the 
periphery. By the end of 1984, about 95 per cent of rural households 
were involved in the contract system (Rawski, 1979). 

The perverse effects of the swift expansion in part-lifetime proletarian 
households worldwide underline the bene6ts to capital of a continual 
shrinkage in full-lifetime proletarianization. The growth during the 
B-phase in contracting out of production is, to be sure, a reflection of 
the periodic 'ruralization' of manufacturing activities. In the highly urban 
setting of the post-1945 period and the perpetually narrowing urban/ 
rural divide, the description 'rural' needs to be interpreted to include 
the slums and 'temporary' quarters of major conurbations housing 
contingent workers and day labourers, not to mention secondary and 
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lesser cities and towns. This rhythmic occurrence has characterized the 
modern world-economy since its inception. In the short run, the present 
restructuring is not at variance with the pattern of cyclical rhythms of 
the world-economy and does not in itself register any systemic turning 
point. 

In the long run, however, it may prove to be a secular trend. In the 
core zones, households of one or two person(s) have come to account 
for some 50 per cent of the total number of households (Sweet, 1984); 
this limits the array of householding strategies. Concomitantly, between 
one-fifth and one-third of all household income now derives from 'public 
revenue' (Therbom, 1984: 27), which renders the bypassing by corporate 
capital of social wage arrangements more than likely. Consequendy, 
emigration of corporate capital to non-core locales in its search for 
semiproletarian labour and household preserves may prove to be a 
secuJar trend. That is, the B-phase starting with 1967/73 might represent, 
within the sphere of production and work, a break with the patterns of 
the past, both recent and distant. 
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World Human Welfare 

Sheila Pe!izzon and john Casparis" 

The expansion of welfare on a world scale was a central feature of the 
ideological debates of the Cold War. The USA as the hegemonic power 
was committed in theory to this expansion - not only at home and for 
its European allies but also for the Third World as pitt of the concept 
of the development of underdeveloped countries. This principle was 
sometimes given the special name of human development. The USSR 
was equally committed to this principle, asserting however that socialist 
development was much more efficacious in providing such welfare, and 
often pointing to non-European areas of the USSR as evidence of the 
benefits of socialist development for periphecal areas. Thus, during the 
Cold War, world human welfare was a realm of rhetorical debate, with 
both sides alleging that the primary objective of their aid and assistance 
to other nations was to advance human welfare. 

Welfare provisions in the modern world are pre-eminently a state-level 
function. State agencies provide welfare services to people in their juris­
dictions. Most states in Western Europe, North America and Australasia 
had already developed national welfare structures before 1945 (as had 
the USSR), but the postwar period saw a quite sharp acceleration and 
expansion of these programmes. In addition, since 1945 this process has 
been extended geographically, although its provisions generally remained 
less extensive in non-core regions of the world. The United Nations bas • 
developed global programmes both directly and through its specialized 
agencies. Each of the three major dimensions of welfare has its own 

• The sections on health and food wete primarily the responsibility of 
Sheila Pelizzon; the seaions on education were primarily the responsibility of John 
Casparis. 
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specialized agency; WHO for health, UNESCO for education, and FAO 
for food. 

We seek to assess the degree to which human welfare has been 
realized, and the growth or decline of equality in its realization on a 
world scale. We shall take as the constituents of welfare adequate health 
provisions - both public health measures (such as sewage, abundant 
clean water, disposal of refuse of various kinds) and access to modern 
medtcine (both prevention and cure); adequate social income - old-age 
pensions, unemployment benefits, and health insurance; the extent and 
quality of educational facilities; perhaps most crucially, adequate 
nutritional levels and housing; and finally, the general quality of the 
environment, which has more recendy been added as a social concern. 

There has been a long-term trend within the modern world-system, 
at least since the nineteenth century and in the core zones, of inttetsing 
the state's role in ensuring increased human welfare. We commonly 
refer to this trend precisely as the devdopment of the wel&.re state. 
The high-water mark of such an inccease in welfare-statism was in fact 
reached cttca 1967/73, after which world human welfare levels began to 
recede. The major argument used to justify this recent downward shift 
politically was the presumed fiscal inability of governments to afford 
the growing levds of social expenditure. This shift seemed to entail 
almost immediately a visible increase in inequality. lt is, however, perllaps 
the case that the degree of (social, political and economic) inequality 
had in fact already been increasing during the previous phase of world 
economic expansion, but had remained hidden or masked behind the 
doak of increasing official welfare-statism on the one hand, and the 
t"betoric of rising levels of living on the other (which was no doubt true 
for selected portions of the world population). 1n the phase of world 
economic contraction, this cloak of welfare-statism has been partially 
stripped away, and therefore the inequities now stood mote starkly 
revealed in a period of increasingly austere levels of living for the 
majority of the world's people. 

From 1945 to 1%7/73: The Apogee of the Welfare State 

After 1945, there was general acceptance in the states of the core zone 
of the idea that the 'concept of citizenship involved not merely a right 
to partk1pate in political decision-making, but also a right to share in 
the general wdfare of society' (Ambrosius and Hubbard, 1989: 127). 
The concept of the welfare state had been quite controversial before 
1945. The reasons for the increased commitment to its implementation 
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at this point were several. The 1930s had been characterized by waves 
of labour unrest in Western Europe. It was believed that a renewal of 
such unrest would make it difficult to maintain the wartime recovery 
from the depression of the 1930s. It followed that a 1/l(}di/.J vivendi between 
capital and labour was necessary. But, at just this time, labour was in a 
relatively strong position. The war against fascism had just been won, 
and the union movement was relatively strong throughout the core 
zone. Consequently, the labour movement was able to impose on the 
states the oblig.uion to maintain full and stable employment, the public 
provision of a range of universal and personal services, and a 'safety 
net' of services to lllleviate poverty (Mishta, 1990: 18-19). Though all 
these commitments involved, in effect, some reallocation of global 
surplus, the welfare state was seen by governments and employers as a 
necessary ingredtent of world economic growth. 

The exemplary document was the Beveridge Report of 1942, officially 
implemented by the British Labour government at the end of the Second 
World War. The measures adopted included democratization of edu­
cational policy; old-age pensions; the creation of a 'safety net' against 
hardship due to poverty, accident, and unemployment; family allow­
ances, which varied according to the number of children in the family; 
and, most notably. a national health service (Ambrosius and Hubbard, 
1989: 127). Over the following ten years, similar types of social policies 
were adopted in most other states m the core zone. There were, of 
course, local variations in social coverage and rate of adoption. For 
example, it was not until 1960 that agricultural workers were included 
in the French national health care scheme, and not unti.l1965 in the case 
of the self-employed (Kimberly and Rodwin, 1984: 258). In the Federal 
Republic of Germany, the mandatory national health insurance plan 
was not adopted until 1955, and it covered only 90 per cent of the 
population (Oppl and von Kardoff, 1990: 43). Sweden introduced 
national insurance into the health care system in 1955, Norway in 1956, 
Finland in 1%3, and Denmark in 1971. In terms of national variations, 
Switzerland and the Netherlands were the only countries to follow state 
welfare models in terms of old-age pensions, while in the Federal 
Republic of Germany separate insurance funds were set up for differ· 
ent social strata and occupational groups (Ambrosius and Hubbard, 
1989: 128). Nonetheless, in all these countries the underlying principles 
of the new welfare programmes were the universal participation of all 
Citizens, equality of contribution, and comprehensive coverage. 

Full employment was easy to arrange, given the strong economic 
growth of core economies in the 1950s and 1960s, which also favoured 
and supported these extensions of welfare provision (Ambrosius and 
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Hubbard, 1989: 129). Of course, the full employment policies affected 
primarily men. Most women were still defined as housewives, and as 
such could not claim unemployment insurance or other bene6ts relating 
to employment. However, European welfare-statism was augmented in 
the 1950s and 1960s in the direction of child and maternity supports, 
such as maternity leave and a1lowances, and day care. 

The USA was the only state in the core zone where welfare-statism 
made little pretence at universality. What there was, with the exception 
of social security (old-age pensions), was fragmented, primarily aimed at 
assisting the elderly or the very poor, and intended to be palliative 
rather than preventative. Programmes of general relief and aid to fami­
lies with dependent children had been established in the 1930s. The 
principal new welfare measure enacted immediately after the Second 
World War was the GI Bill of Rights, providing funds for higher edu­
cation and home ownership. It was geared more to enhancing the op­
portunity for self-advancement than to extending ea>nomic rights as an 
attribute of citizenship. 

The provision of food subsidies to the poor through the Federal 
Food Stamp Program was adopted primarily in order to keep agricul­
tural prices high and to reduce food surpluses (Kutzner, 1991: 69). 
There was some increase in state-provided (fragmentary, non-universal) 
welfare measures in the 1960s. Medicare and Medicaid gave the elderly 
and poor access to medical services (Kimberly and Rodwin, 1984: 258). 
This was partly in reaction to agitation from the bottom up. The riots 
by African-Americans in the northern ghettos were a great impetus to 
the sodal commitments made by the Johnson administration. They drew 
attention to the fact that, while the establishment of maternal and child 
health clinics had cut the rate of African-American maternal mortality, 
more than ten million African-Americans were still suffering from 
chronic malnutrition (Beardsley, 1987: 276, 291). 

Semiperiphecal states 2lso enacted a range of welfare measures, some 
of them similar to but less extensive than those en2cted in the core 
zone after 1945. Portugal, Spain and Greece had national health insur­
ance programmes by 1975, but they covered only 70 per cent of the 
economically 2ctive popuilltion. Italy arrived 2t universal coverage only 
by 1978. Eastetn Eutope was even mote varied: the USSR had had 
state-supported health insurance since the 1930s and East Central 
Europe since the post\llar period. However, health insurance tended to 

be geared towards workers in the industrial sector. The self-employed 
and peasants, except in the German Democratic Republic and Czecllo­
slovakia, were left out of social insurance until the 1960s and 1970s. 
Old-age pensions tended to be set at a relatively low level- one-quarter 
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of former salary, although the benefits improved by the 1970s 
(Ambrosius and Hubbard, 1989: 129-31). 

Generally, the standard of living as measured by per-capita teal-in­
come levels and levels of consumption rose at this time in states in the 
core zone (and in the semiperiphery) due precisely to full employment 
and welfare-statism. The share of household expenditure on basic needs 
- food, clothing, housing, heating - fell from over 75 per cent before 
the 1950s to about 50 per cent by 1960. This resulted in a convergence 
of consumption patterns of consumer durables between upper and lower 
strata, and enabled an increase in the variety and quality of food con-
sumption. 

1. Health 

All governments of the core zone throughout this period subsidized 
health institutions. The improvement of health care was, however, 
directed more w cure rather than to prevention. Government funds 
provided for building and consolidating hospitals and establishing co­
operative arrangements between medical schools, research facilities and 
hospitals had the effect of consolidating the posicion of high-technology 
medicine (Kimberly and Rodwin, 1984: 259). The success of the US 
pharmaceutical industry in the patenting of the production methods of 
penicillin in 1945, and the subsequent development of various anti­
biotics (Wainwright, 1990: 64), led to the development of a complex of 
expensive new technologies, fuelled by infusions of government money 
both in the USA and in Western Europe. Patient care, diagnosis and 
treatment involved increasingly considerable spending on tests and 
technological interventions (Hollingsworth, Hage and Hanneman, 1990: 
33). To be sure, the development of vaccines and antibiotics did mean 
that many previously life-threatening diseases - tuberculosis, pneumonia, 
bronchitis, streptococcus infections, most childhood diseases - were no 
longer fatal This was reflected in the increased longevity and decreased 
infant mortality of core populations (Ambrosius and Hubbard, 1989: 
14-15, 76, 246). 

The bulk of the population in the core and those in the European 
semiperiphery benefited in the period 1945-1967/73. The majority of 
people now had security of income, food, housing and employment. 
Government-sponsored health insurance allowed access to medical care 
for those who previously might not have received it. In the USA demand 
for more medical care was linked to economic growth and the rise in 
the numbers of people occupying white-collar jobs as well as to the 
increase of real per-capita income of 76 per cent between 1950 and 
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1973 (Kervasdoue and Rodwin, 1984: 5, 7). The bleaker side of this was 
that the costs of medical care doubled in the 1950s and again in the 
1960s. This meant that those without insurance had diminished access 
to medical services. Comparison of France, Great Britain, Sweden and 
the USA showed that this happened regardless of whether or not prices 
and personnel were controlled by the smte (Hollingsworth, Hage and 
Hanneman, 1990: 39-40). 

The prime function of the World Health Organization (WHO), set 
up early in the postwar period, was ro improve the delivery of health 
care to periphera1 populations. WHO de6ned health quite broadly: 'a 
state of complete physical, mental, and social well-being and not merely 
the absence of disease' (UN, 1952: 22). In practice, the organization 
gave priority to curing tropical diseases, which were conceptualized as 
'the jungle undergrowth ... which had to be cleared before a country 
has a fair chance at development'. Health provision took the form 
primarily of vertical projects - the eradication of malaria with mass 
sprayings of DDT, the curing of yaws by administering penicillin in 
mass injection programmes - activities which were seen to be immedi­
ately useful in terms of raising the productivity of workers and land 
(UN, 1952: 25). Vertical projects, however, often had limited ef6cacy in 
improving general health conditions. Some progress was made, By 1958, 
WHO had shown that leprosy could be cured with drugs, and that 
antibiotics were effective against tuberculosis without hospitalization 
(WHO, 1988a: 18). On the other hand, by 1955 it was clear that malaria 
eradication was doomed to failure as anopheles mosquito resistance to 
DDT had already surfaced (UN, 1957: 32). Reported malaria cases 
increased from 1962 to 1975 (UNEP, 1987: 349; Bull, 1982: 30). 

2. Edu(a/ion 

Since 1945 the trajectory of education has been one of expansion, 
improving access, and compelling more students to stay at school. To 
understand what has happened in the provision of education, we have 
taken World Bank and UNESCO data, and regrouped them according 
to the three zones of the world-economy, using the classificatory 
decisions found in the study by Arrighi and Orange! (1986). Adult 
literacy rates indicate the educational base from which each zone devel­
oped its schools. The periphery began with the greatest obscacles: less 
than one-quarter of its adults were literate in 1950. By 1975 adult lit­
etaey was still only 36 per cent. The semiperiphery made very rapid 
changes. From an adult literacy rate of 68 per cent in 1950, the states 
there achieved dose to universal primary-school enrolment by 1960, 
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and by 1975 the adult literacy was 87 per cent. In the core zone, almost 
a)) adults were literate and all children in school before 1945. 

School enrolment expanded throughout the world and at all levels of 
education. More children went to school and suyed there longer. As 
the world moved in the direction of universal primary education, access 
to schooling became more equal among countries at lower educational 
levels, although to be sure there was still inequity in the quality of 
education offered to different segments of the national and world popu­
lation. Simultaneously, however, it became less equal at the tertiary level. 
The number of students enrolled at universities in the core zone far 
outweighed the number elsewhere. Enrolment fluctuations in the core 
and the semiperiphery &om 1960 to 1988 reflected primarily demo­
graphic changes. Birth rates in the core were close to replacement levcls. 
Migrants, who grew in number in the period, were younger on average 
than the population they entered, and hence fed more children into the 
schools of the core. But the demographic effect was modest; the age 
distribution of the core was such that about the same number of children 
were fed into the schools from year to year. This is shown in Table 5.1. 
In the semiperiphery the demographics were moving in the same direc­
tion but remained more volatile. Total enrolments escalated within a 15 
million range over the twenty-eight years. The population of the sutes 
of the semiperiphery remained youthful. Birth rates were declining but 
from a higher level than in the core. Pockets of high fettility remained 
in the countryside and among displaced agricultural worket"S in the cities. 
Further reductions in infant mortality and increased migration &om the 
periphery also contributed to growth in population and school 
enrolment. 

In marked contrast were the trends in stares of the periphery. The 
doubling of enrolment was an immense achievement, and yet, as of 
1988, still one-quarter of all the children in states of the periphery were 
without any schooling. With rapidly falling death rates and high birth 
rates, the populations have tended to have accderating growth rates 
throughout much of the period, although population-control pto· 
grammes in some countries - for example, in China and Indonesia 
{Lutz, 1994) -have lowered the growth rates in recent years. The very 
young age composition of the periphery meant nevertheless that, even 
with declining fertility levels, primary-school enrolments would continue 
to increase. The states of the periphery thus had population burdens 
that were not shared by those of the semiperiphery or core, placing 
them at a distinct disadvantage. Not only was primary school far from 
universally available but, in addition, throughout the period fewer girls 
than boys went to school Furthermore, the share of national income 
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that states of the periphery had to devote to their primary schools was 
much greater than elsewhere. 

In this period, the model of a unified high-school system with a 
general curriculum for all students (as opposed to a two-tier system) 
that had been developed in the USA spread to many other countries. 
The United Kingdom created so-called comprehensive schools 
(Reynolds, Sullivan and Murgatroy, 1987). The continental European 
secondary schools also made their schools more accessible, diversified 
the curricula, but kept a majority of students in vocationally specific 
tracks that combined schooling with apprentice-work experience 
(Schneider, 1982: 207-26). A1though access improved in all systems, 
minorities everywhere have had to fight for such access and they still 
remain disadvantaged. Thus, in the USA, educational discrimination was 
legally abolished in 1954, but African-Americans have continually found 
it necessary to seek access through the courts. In any case, discrimination 
in housing restricted access to better schools. In core states with a 
heavy influx of foreign migrant workers, there was unequal access and 
discrimination (Fibbi and de Rham, 1988). In openly racist states such 
as South Africa two separate and unequal school systems existed. Female 
students felt the pressure of vocational channelling once they reached 
the secondary system, and in many states had, in addition, less access 
than male students. 

As shown in Table 5.2, by 1988 almost all children of secondary­
school age went to school if they lived in the smtes of the core; in the 
semiperiphery two-thirds did so; but in the periphery only one-quarter 
were enrolled. Although the opportunity to go to secondary school 
lagged in the periphery, the numbers enrolling were accelerating. By 
1988 the secondary schools of the states in the periphery were enrolling 
144 million of the world's 221 million secondary pupils. Enrolments in 
the core remained stable, given the stabilization of fertility rates in these 
states. In the semiperiphery the expansion continued to be driven by 
the growing number of young people. Part of the expansion in secondary 
education was due to the declining importance, worldwide, of agri­
cultural labour. Secondary-school graduates mostly entered the urban 
labour market. In the two largest states of the periphery, the proportion 
of the population classified as urban rose: in China from 18 per cent 
in 1965 to 53 per cent in 1989, and in India from 19 per cent to 27 per 
cent in the same time period. 

After 1945, secondary education expanded throughout Western 
Europe, to include more members of the working classes and rural 
people. This had the consequence of raising economic and social 
expectations (King. 1969: 48). Especially after 1960, changes in the 
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structure of the job market (Ambrosius and Hubbard, 1989: 108) 
brought about increased demand for education, in particular at the 
tertiary level. In the USA as well, increased access to higher education 
gave working- and lower-middle-class people a means of improving their 
social and economic status, made them less willing to engage in menial 
or routine jobs, and legitimated the increased role of the state in securing 
human welfare (Darkncll, 1980: 291). 

Governments sought to meet this demand by founding new uni­
versities, and reducing ot abolishing fees through state support. At the 
same time, university admissions were expanded as were the numbers 
of universities in Great Britain (Peterson, 1965: 161), in the Federal 
Republic of Germany (Merritt, Flerlage and Merrit, 1971: 127), and in 
France (fournier, 1973: 114). Government funding of universities in 
the USA served further to enhance enrolment. In the context of the 
Cold War, this was intended to 'mobilize and direct the resources of 
[the United States in order to] ... compete with the mobilized, deter­
mined, aggressive society from the other side of the Iron Curtain ... ' 
(Clark, 1964: 98). 

Enrolments at the university level, the age group 20-24 shown in 
Table 5.3, were the least driven by demographics. No state mandated 
university attendance. The core was home to about 20 per cent of the 
world's people, but over 40 pet cent of the world's students attend 
universities in the core. The large core universities were the principal 
centres of world knowledge production, transmission and dominance 
(Galtung, 1971: 92-4). While the period after the Second World War 
saw a major expansion of university institutions in the periphery, none­
theless the institutions located in the core retained their dominant role 
through funding for research and their ability to attract worldwide talent 
(Amove, 1980). 

A large number of the universities in the periphery bad been founded 
as core-dependent institutions - by missionaries and as extensions of 
cote universities. In postwar but still colonial British Africa, for example, 
the universities did ~t set their own examinations nor grant independent 
degrees. Independence meant finding resources in meagre state budgets 
and setting new moral agendas. The paucity of national resources meant 
that there continued to be a major flow of graduate students to the 
universities of the core and the semiperiphery. 

The popular conception of education is that it has been unremittingly 
beneficial, Since the nineteenth century, education has been considered 
an avenue for individuals, if not groups, to rise through the social ranks. 
But in practice this has implied a crystallization and legitimation of the 
ranking system, even in the popular perception. The increase in 
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educational opportunity in this period served, to be sure, for some 
individuals as a mode of income improvement. But it also served as a 
counterweight to the right of all to economic well~being. Expansion of 
educational achievement validated inequalities of placement and rewards 
in the job market. The educational system thus performed an exclusionary 
function as weU as one of individual advancement (see Bowles and 
Gintis, 1976, for the USA; and Carnoy, 1974, for Africa). 

Women's access to the university system has remained seriously 
limited. In France, for example, the great stare universities have rarely 
accepted women candidates for appointments to chairs, and in general 
have offered women only mediocre careers (fournier, 1973: 114). In 
the USA, the GI Bill of Rights had increased working-class enrolment 
at tertiary institutions, and kept returning veterans off the unemploy­
ment rolls (Gittell, 1991: 32), but of course this primarily benefited 
young men. In addition, although the amount of schooling may have 
increased, the class structure has tended to remain more or less what 
it has alw.lys been. Children brought their backgrounds with them to 
school. Teachers shaped the culture of the classroom and injected their 
own biases into their treatment of students. Assessments of ability, such 
as 'objective' testing, favoured the dominant culture. As Collins (1988: 
175) noted: 'although there has been a massive expansion of schooling 
in virtually every society (and especially in the United States, where 75 
per cent of the population now graduates from high school and nearly 
half attends college), the overall amount of social mobility in society 
has remained constant throughout this century.' 

3. Food 

The most fundamental issue in welfare is of course food, the production 
and distribution of which has been consistently a major political issue 
since 1945. Immediately prior to the Second World War, the principal 
grain-producing states had stocks of unsellable surpluses resulting from 
increased productivity due to technical inputs, and from the depression. 
This problem was most acute in the USA and Canada. The war brought 
only temporary relief to this problem. Immediately following the w..r, 
some further solution to the problem was found in providing both 
Europe and East Asia with war rehef (Morgan, 1979: 93). 

By 1949 the USA had taken the lead in working out trading rules 
regarding grain sales with other key importers and exporters. Because 
of the ideological consuaints imposed by the Cold War, China, the 
USSR an:d Eastern Europe were unacceptable as clients of the USA; 
these countries therefore regularly bought wheat from Canada (Puchala 
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and Hopkins, 1980: 80). The most formal expression of this were the 
International Wheat Agreements of 1949, which permitted Canada and 
the USA to dominate the ifl[ernational wheat markets and to function 
as an informal duopoly (Puchala and Hopkins, 1982: 261, 265). 

At this time, the US government, because of its internal subsidies to 
farmers, was developing a large grain reserve. By the early 1950s, the 
US government was running into difficulties disposing of its reserve 
supplies. The Europeans had absorbed all the grain they were capable 
of absorbing. US companies, farmers and the government found them· 
selves confronted with a glut of grain and associated storage and 
management costs (Antle, 1988: 85). Attempts to find new markets 
were only partly successful. The practice of fattening cattle on grain 
proved to be only a partial solution. The USA became the principal 
source of the corn/soybean feed mix on which the industry relied 
(Morgan, 1979: 100). One outgrowth of this practice was the develop· 
ment of the broiler chicken industry, but attempts to create a market in 
the Federal Republic of Germany for US chicken failed. The Germans 
liked the chickens, but started their own broiler industry. Another 
method used for creating markets for stocks of surplus US wheat was 
the creation of a taste for bread among the Japanese. This was done 
through the Japanese school·lunch programme to which the USA con· 
tributed as part of its programme of rehabilitation of Japan (Morgan, 
1979: 104). This did not, however, go far to solving the problem of 
surplus grain stocks. 

By the early 1950s government and agribusiness in the USA could 
find no outlet for surplus food (more specifically, grain stocks) in Europe 
or at home, and since China, the USSR and Eastern Europe remained 
politically out of bounds, new outlets for surpluses were sought (or 
rather created) through food aid to the newly decolonized states. A 
certain public·relations groundwork had to be laid in order to explain 
to both the US public and the governments in the peripheral zone why 
food aid was needed. 

In 1954, the imagery of the 'population bomb' or 'explosion' was 
inserted into the public dialogue via a pamphlet published by the Hugh 
Moore Fund. It was this image more than anything else which validated 
the public dumping of surplus grain stocks via concessionary sales in 
the programme known as Food for Peace (Public Law 480), which was 
established as a feature of US government policy in 1954. This was 

followed by a programme set up by the UN in 1960: the World Food 
Program (Kutzner, 1991: 68-9). In fact there appears to be very little 
hard evidence that food aid was needed, or that in general there was 
any more of a chronic food shortage in peripheral states than there had 
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been in the preceding fifty years. While it is true that world population, 
which had been rising for several hundred years, began to rise even 
more swiftly after 1945, and there had been some spectacular famines, 
it seems that in the 1950s, Africa, Asia and Latin America were still 
self-sufficient in food (Brown, 1988: 13; Grigg, 1983: 305). Indeed, 
prior to 1945 many Third World areas had exported grain, averaging 13 
million tons per year (National Research Council, 1975: 13; see also 
Table 5.4 below). Nor had the need for food aid been increased during 
the period under study. It seems that food production outstripped 
population growth everywhere in the 1950s and 1960s, except in Africa. 
Yet famines occurred in India during the 1950s and 1960s where, 
although population grew by 55 per cent, rice production had increased 
by 60 per cent (Kutzner, 1991: 25; cf. Table 5.5 below). 

Considering the rationales of the Food for Peace Program, it becomes 
quite clear that feeding hungry people was not the most important 
objective of the programme. In a listing of the aims of the programme, 
combating world hunger and malnutrition is only the fourth purpose 
listed. The first three relate to disposing of agricultural surpluses, 
developing export markers for US agricultural commodities, and 
expansion of international trade, all of which relate to the economic 
motivations of the US government and business in passing PL480 
(Kutzner, 1991: 69). 

The setting of the rules concerning international flows of food was 
assumed to be the prerogative of the governments of supplying 
countries. The free market was deemed the best way to allocate food­
stuffs globally. Extra-market channels of food distribution were accept­
able only as long as income derived from trade was not dramatically 
reduced. To this end food-aid recipients were required to import com­
mercially an amount equal to their average imports of the preceding 
five years in order to be eligible to receive shipments of food aid. It is 
noteworthy that Japan in terms of rice-pricing policies, the EEC in 
terms of its so-called Common Agricultural Policy, and at times the 
USA itself have honoured these free-trade stipulations more in the 
breach than otherwise (Puchala and Hopkins, 1982: 263-5). In effect, it 
has only been Third World countries that have been required to abide 
by these rules. 

There is no denying the efficacy of PL480 as a dumping mechanism. 
From 1954 to 1964 food aid accounted for 34 per cent of total US 
grain exports and for 57 pet cent of Third World imports of grain 
(Raikes, 1986: 165). While it is doubtful whether food aid ever did 
much to feed or even cheapen food for the poorest strata of the popu­
lation, there is a good deal of evidence to suggest that these policies 
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were actually harmfuJ to the national or local agriculture of certain 
recipient states, particularly African ones. African governments came to 
rely on imports of wheat and rice to feed their urban populations. 
These replaced traditional staples. Govetnment commitment to providing 
cheap food for urban dwellers meant that famines, such as those experi­
enced by rural people, did not generally occur in urban areas. But this 
policy meant a shift towards a less varied diet, and, unless income was 
high enough, towards a less nutritious one as well. Furthermore, paLt of 
the price of the purchased diet to the consumer included packaging 
(Bryceson, 1989: 435). This type of staple-import policy also deprived 
rural people of a market for the crops they did produce (Raikes, 1986: 
161; Selwyn and Drobnick, 1978: 19). 

Governments were not unaware of the disjuncture this caused. But 
these import policies were kept up for fear of urban food riots (Raikes, 
1986: 174). There was also a preference, on the part of government 
officials, for dealing with agribusiness or other governments rather than 
with a host of small producers. While Africa may be an extreme example 
of the detriment to both nutrition and the structure of local economies 
wrought by PL480, it is not the only case. Around 1968, implementa­
tion of PIASO concessional sales of wheat succeeded in turning South 
Koreans from a nation that ate rice only as a staple to one that became 
partially wheat-eating, which incidentally made them dependent on the 
USA for food imports. Cargill and Purina were also able to set up feed­
grain imports in South Korea under the aegis of PL480. Similar processes 
were implememed in such areas as Taiwan, Colombia, Bolivia and 
Guatemala {Lappe and Collins, 1977: 371-8). 

If the world, or rather the USA, was suffering from a grain glut, 
what explains the promotion of the Green revolution, which, at least 
theoretically, was supposed to increase grain output even more? Would 
it not ruin markets for PUSO grain? It must be remembered that PL480 
was undertaken to promote the agenda of the US government. That 
agenda was only in part concerned with economic issues. Agribusiness 
multinationals were principally concerned with securing markets. If 
markets could not be found for agricultural outputs, then markets had 
to be found for agricultural inputs. The Green revolution involved in­
puts that included not only new high-yielding variety (HYV) seeds, but 
a whole nmge of other inputs: fertilizers and pesticides, irrigation equip­
ment, tractors - to name only the most obvious ones. Those who 
supplied these inputs profited from the Green revolution. According to 
Lester Brown: 'Only agribusiness firms can supply these new inputs .... 
[f]he multinational corporation has a vested interest in the agricultural 
revolution' (Brown, quoted in George, 1977: 90). Furthermore, recipient 
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states were frequently under constraint to buy the agricultura1 inputs 
for the Green revolution from the US agribusiness multinationals. For 
example, in 1965 while in the midst of a drought-induced famine, India 
was forced to buy supplies of US-made fertilizer under threat of having 
PL480 shipments discontinued, despite the fact that there was an 
adequate fertilizer industry in India (George, 1977: 91}. 

A certain type of conventional wisdom has hailed the Green revo­
lution as having increased the involvement of agriculture in peripheral 
regions in world markets: 'Agriculture became more closely integmted 
in the overall economy. Within countries a rising share of production 
becomes marketed, more off-farm inputs purchased, more institutional 
credit used and more off-farm income earned by rural households' 
(Alexandratos, 1988: 4). In short, since the 1950s it has forced rural 
people to work harder without necessarily increasing their standards of 
living. As the Green revolution was implemented, it becrune clear that 
a technocratic approach was leaving certain side-effetts unaddressed, 
notably the displacement of small peasants and rural poor and the 
consequent swelling of the ranks of urban poor (Dahlberg, 1979: 73; 
George, 1977: 102). Although productivity rose for India such that grain 
was then exported from that nation (Kutzner, 1991: 25), this simply 
meant that the government used the increased productivity to offset 
dependence on foreign grain rather than to increase food consumption 
among the poor (Wolf, 1986: 18). Therefore it is probable that levels of 
malnutrition and outright starvation have remained at the level of the 
1960s if they have not actually increased (Raikes, 1986: 161). 

The HYV grains themse~ were of a less nutritious quality, and 
their cultivation has added to malnutrition. They tended to be starchier 
and hold a lower protein content than do older varieties (George, 1977: 
101). Furthermore, the cultivation of the new varieties often displaced 
the growing of more nutritious crops such as the pulses in India that 
local populations had previously grown for subsistence (Dahlberg, 1979: 
53). While evidence varies, most studies have shown declines in nutrition 
levels associated with switching from subsistence farming to cash-crop 
production; this had already been noted in the Andean region of Peru 
in the 1950s, preceding the Green revolution. A study undertaken in 
Tabasco, Mexico, showed that the diets of cash-cropping peasants who 
purchased their foods-ruffs were nutritionally inferior to the diets of 
nearby subsistence-farming peasants. In this case the food budgets of 
individual families had to compete with allocations of cash for agri­
cultura1 inputs. The same was noted in the Cuaca Valley in Colombia 
where cash-crop production impinged upon the labour time available 
for the cultivation of subsistence crops (Dewey, 1989: 414-17). The 
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implication of this is that cash-crop production involved lowered 
standards of living for rural people, wheth« or not that cash crop 
production W\1S undertaken in connection with the Green revolution. 

The period 1945-1967/73 saw an increase in the flow of basic food­
stuffs from core to periphery. In one sense this represented a change 
in direction of the usual historical trade patterns of the modern world­
system. On the other hand, in those parts of the world where wheat 
and rice have not formed part of the traditional staples, these may then 
take on the character of luxury imports. 

The overall picture in this period, then, was one of genuine progress in 
the core in terms of giving people security of income, housing, food, 
medical care, and opportunity for self-advancement through education. 
Arguably, the advantages bestowed by full employment policies and 
welfare-statism were not only ro narrow the gap between rich and poor 
in terms of certain types of consumption, but also to give labour a 
more equal bargaining position vis-a-vis employers. However, dearly 
not all the groups among the core population shared equally in these 
benefits. The benefits were less for non-Whites, immigrants, the disabled 
and women, among others. Immigrants and non-Whites were utilized as 
cheap labour forces in all parts of the core. To the extent that in Western 
Europe 'minorities' were purposely created out of non-nationals, the 
schools serving as a major locus of such social definition, the expression 
of racism may be said to have increased quantitatively. To the extent 
that migrants were expected to bear the brunt of industrial or agri­
cultural job losses, they faced increasing discrimination. Therefore racism 
increased qualitatively as well. The agenda for women, while never 
precisely defined, presumed the model of the male breadwinner: 'fiscal 
legislation, social security provisions, and employment policies treated 
married women as ... dependent on their employed husbands, penalized 
as taxpayers, and entided to only limited sickness and unemployment 
benefits' (Balbo, 1987: 209). 

In the periphery, however, the results of 'development' were less 
sanguine. There was more medical care; people lived longer because 
some diseases such as malaria, tuberculosis, yaws and leprosy had been 
controlled (not eradicated) because of the existence of DDT, and the 
{limited) availability of antibiotics and vaccines. There were greater levels 
of basic literacy because of the introduc:tion of mass primary schooling. 
There was more food production, and food aid, but it W\1S unlikely that 
any of this reached, or even indirecdy benefited, the poor. The Green 
revolution expanded wheat production in some areas and involved 
peasants in national and international markets, but it undercut 



Tbe Age of Tnt~~silion 

subsistence and deepened dependency. Such industrializing semiperiph­
eral countries as Chile, Brazil and Mexico found that their internal 
income gaps widened between 1960 and 1970 (MUller, 1979: 161-2). 

From 1967/73 to 1990: The Welfare State under Attack 

Between the mid-1960s and the end of the 1970s, social spending as a 
proportion of national product rose in the core zone despite (indeed, 
because of) the beginning of the economic downturn. In Western 
Europe, it went on average from 13.4 per cent of GNP in 1965 (only 
9.4 per cent in 1950) to 22.4 per cent in 1977. The increase in spending 
on bene6ts is also observable measured as a percentage of net national 
disposable income in Belgium, Denmark, the Federal Republic of 
Germany, France, Italy, the Netherlands, and the UK (UN, 1978: 28). 

The major part of this was health-care expenditure, which doubled 
its share of the national product. There were three major reasons for 
this expansion. One was the ageing of the population, which meant that 
an increasingly higher proportion of the population were drawing 
pensions and demanding medical treatment (Ambrosius and Hubbard, 
1989: 129, 132). At the same time, new problems in health care arose, 
with previous successes generating rising expectations and rising costs 
(Kervasdoue and Rodwin, 1984: 3-4). 

A second source of increased expenditures on welfare were the 
unemployment benefits necessitated by the economic downturn as the 
various states, especially in the core zone, sought to protect the incomes 
of the unemployed. Levels of unemployment in OECD member states 
increased from 2 per cent to 5 per cent of the labour force between 
1970 and 1975. Between 1960 and 1976 the rate of unemployment 
bene6t per day increased three times in Italy, four times in France. 
Unemployment benefit amounted in 1976 to 60 per cent of the earnings 
of unskilled workers in Belgium, 68 per cent of net earnings in the 
Federal Republic of Germany, and 80 per cent in Luxembourg {UN, 
1978: 13, 17). Further measures included job creation in the public 
sector, monetary compensation for early ret:iJ"ement, and subsidies to 
private 6rms to increase employment (UN, 1978: 16). These last 
measures were in pan welfare for the rich (Frank, 1980, I: 44). 

As unemployment rose and economic stagnation intensi6ed, Western 
European governments became increasingly hostile toward immigrants. 
Overt racism increased, taking various forms: anti-immigrant media 
campaigns which fuelled fears of 'swamping', physical attacks on the 
persons and property of immigrants, the rise of neo-Nazi groups, and 
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a deliberate emphasis on the problem of migrants in the policies of 
major political parties, and the rise of new parties whose major plank 
seemed to be mobilization against migrants. Immigrants provided gov­
ernments and employers with a convenient scapegoat on which to blame 
the social problems of poverty, crime and pollution {Castles, Booth and 
Wallace, 1984: 5). In addition, the line between illegal immigrants and 
citizens of colour (for example, Hispanics in the USA, Antillais or Beurs 
in France, 'Pakis' in the UK) was often blurred in public discussion. 

The third reason for the expansion of welfare benefits was in 
response to popular agitation as well as to pressure within the service 
bureaucracies. In the USA mce riots dramatized the problems of poverty 
among African-American urban immigrants in northern cities. Student 
revolts highlighted the discontent within higher education, which had 
become accessible to working-class children. Workers' strikes in Europe 
coincided with student unrest, and genemted concern among the elites 
and the impetus for welfare reform (De Swaan, 1988: 227). 

Among the complaints of protesters were that states had failed to 
promote welfare and equality. For example, there were political move­
ments to eliminate private beds in hospitals in the expectation of 
increasing equality in hea1th care. This happened in Sweden in 1968, in 
Great Britain in 1974, in France and Spain in 1982 (Starr and lmmergut, 
1987: 237-8). In the USA, the welfare-rights movement informed the 
poor of their 'right to welfare [transfer payments], encouraged [them] to 
apply for it and helped [them} to obtain it' (Piven and Cloward, 1977: 
272). When the welfare-rights movement showed signs of faltering, it 
blended with the African-American movement protesting against 
structural unemployment and African-American poverty in northern 
cities (Piven and Ooward, 1977: 331). It was noted that African­
Americans received 50 per cent fewer Medicaid benefits than Whites, 
and that Medicaid missed about 40 per cent of the potentially eligible 
poor (Hollingsworth, Hage and Hanneman, 1990: 160). The outcome 
of these revdations was the extension of welfare. The Food Stamp 
Program was made more accessible, and urban African-American in­
comes in the south were raised to 75 per cent of those of northern 
urban African-Americans (Beardsley, 1987: 296). In northern cities, 
community health centres were started to provide poor people with a 
health service in a personalized {that is, non-clinic) setting (Ehrenreich 
and Ehrenreich, 1978: 66). 

The civil-rights movement in the South, whatever its failings, did 
have the result that terror ceased to be used as a quasi-official method 
of social control against southern African-Americans (Piven and 
Cloward, 1977: 256). Furthermore, the widespread belief that race 
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correlated with mental ability was undermined, and the ideology of 
individual advancement appeared to be reaffirmed. African~Americans, 
in particular those who had been activists or leaders in the anti-poverty 
or civil-rights movements, found their way into electoral politics, federally 
financed jobs, and higher-ranking jobs in business and the professions, 
while institutions of higher education revised their admission policies to 
admit more minorities. However, dlls signified cooptation as well as 
gains (Piven and Clowru:d, 1977: 255). The same process could be seen 
with regard to women. 

The protests in core and semiperipheral states between 1968 and 
1973 politicized the questions of welfare and social equality. The concern 
of authorities was to contain these movements, especially as the eco­
nomic downturn deepened. To that end, the very methods of the social 
movements of the time were used to reassert the status quo ante, and 
indeed to reduce equality as much as possible. What antisystemic social 
protest had done was to repoliticize issues of medical care, poverty and 
welfare in general, issues that had become relatively depoliticized after 
the Second World War. Policy issues had become less the provenance 
of (assertedly neutral) civil servants and professionals, and more that of 
politicians or openly politicized bureaucrats. At the same time, the very 
act of politicization became an instrument of control, containment and 
reversal by those of the 'new right' persuasion wherever they cou1d 
control the state (Starr and lmmergut, 1987: 240). 

The enormous economic eJ!.:pansion of the A-phase had made 
possible a significant increase in welfare expenditures. The economic 
contraction of the B-phase, however, led everywhere to fiscal crises of 
the states, of varying severity. Thus, after the last spurt upward of ex­
penditures in the early 1970s, this led in most counuies to important 
cutbacks in human welfare expenditures. One response to fiscal crisis 
has been to make the provision of human welfare less a concern of the 
state and one more dependent upon the market. Other sources of 
finance for human welfare provisions - kinship networks, religious insti­
tutions, philanthropic and other non-governmental organizations -
expanded their role in the downturn but were able to take up only 
some of the slack. They did not seek, in any case, to replace the states 
and the market as the basic providers, but only to serve in a sup­
plementary role. 

Despite, therefore, the remarkable expansion in provisions for human 
welfare, the world-system was not structured to provide world welfare 
services at a level that met the requirements laid out in the UN 
Declaration of Human Rights. Since, however, states have increasingly 
secured their legitimacy by the human welfare services they provide, 
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their increased inadequacies in this regard, beginning in the mid-1970s, 
especially coming after their improved performance in the preceding 
twenty-five years, put a serious strain on the credibility and hence stability 
of the state structures. By the end of the 1970s, with the failure of 
Keynesian policies to solve deteriorating economic conditions, 'general 
confidence in the mixed economy and the welfare state evaporated' 
(Mishra, 1990: 1). 

The neo-conservative position, which was gaining increasing strength 
in the core zone at this time, was hostile to taxation in general, in 
particular for welfare-state expenses (Mishra, 1990: 13-14). What was 
known as 'welfare backlash' (Piven and Cloward, 1977: 331) had its 
earliest (and perhaps strongest) manifestations in the USA. The result 
was economic retrenchment at the level of federal government funding 
of social programmes. In particular, various facilities such as the com­
munity health centres in northern cities were immediately targeted for 
elimination of funding as they were viewed as places for the airing of, 
and organization around, wider social issues than the treatment of health 
problems (Ehrenreich and Ehrenreich, 1978: 66). The rollback of welfare 
benefits was sometimes dressed up in progressive language (for example, 
Nixon's Family Assistance Plan), but in general welfare reduction became 
a key right-wing issue (Piven and Cloward, 1977: 307-41). 

In Europe, the political reaction varied. Just as Great Britain had set 
the pace for welfare-statism in Europe after 1945, Thatcher set the pace 
for its dismantling. An alternative was the intensification of social­
democratic corporatism adopted by Sweden, which finally led to their 
ousting from power in the 1980s after fifty years of continuous control 
of the government. In 1981, the French socialist government under 
Mitterrand initially went in a direction which strengthened the welfare 
state, but, in the face of world recession, the French government soon 
found itself retreating (Mishra, 1990: 14). Nonetheless, both France and 
the Federal Republic of Germany, even under conservative governments, 
were more cautious about cutting welfare-state provisions than the UK 
or the USA. 

Neo-conservatives retrenched social programmes geared to the poorer 
sections of the population or to groups that had historically suffered 
discrimination, but treated social programmes with universal application 
- such as government-supported medicaJ care, old-age pensions, or 
funding for education - somewhat differently. What has been particu­
larly under attack are those policies and programmes which tended to 
equalize conditions between workers and employers, and/or cause some 
portion of aggregate income to accrue to labour rather than capital: 
full-employment policies, services to the poor, public housing, 
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unemployment compensation benefits (especially supplementary ones), 
as wdl as those institutions which tended to exert upward pressures on 
wages: unions, Wage Councils in Great Britain, Food Stamps and Aid 
to Families with Dependent Children in the USA (Mishra, 1990: 14, 24, 
26-7). In almost all states, there was a slower rate of growth of income 
transfer in the 1980s than in the 1970s, especially in temporary sickness 
benefits, old-age and veteran pensions, and maternity benefits. Per-capita 
unemployment benefits in real terms declined, as the criteria for claim­
ing them were tightened while the numbers of claimants increased (UN, 
1993: 111-12). 

Unemployment has been particularly acute for youth, older workers, 
and women. On the one hand, the unemployment of youth has increased 
pressure on older workers to retire; on the other hand, it has stimulated 
reappraisal of educational institutions. Women, while showing slighdy 
lower unemployment than these other two groups, have been dis­
proportionately located in low-paid jobs in the service sector and part­
time employment (UN, 1985:68-9, 71). The result has been a deepening 
and widening poverty gap. The population in poverty in the USA went 
from 12.6 per cent in 1970 to 15.2 per cent in 1983. In Great Britain 
in 1983 the numbers of people in poverty were estimated at 13.5 per 
cent of the total population, a 55 per cent increase since 1979 (Mishra, 
1990: 27, 29). Anywhere from 250,000 to 3 million people are homdess 
in the USA, while 250,000 public-housing units and 10.3 million dwell­
ings stand empty (UN, 1993: 61-2). Similar developments have taken 
place in Great Britain, where rents for council housing, which housed 
manual workers and other low-income households, have doubled and 
15 per cent of council housing was sold at a discount to sitting tenants 
(Mishra, 1990: 24). 

During the 1970s, the numbers of women living in poverty increased 
by 100,000 a year. Cutbacks in welfare disproportionately affected women 
and children, which has resu1ted in the 'feminization of poverty' (Stallard, 
Ehrenreich and Sklar, 1983:5,17, 46). The differential in infant mortality 
rates between African-Americans and Whites narrowed slighdy between 
1969 and 1974 (from 83.1 to 81.1 per cent). Since then, however, the 
gap has consistendy widened, reaching 108.1 per cent in 1987 (Reed, 
1993: 16-17). In Europe, the poorer half of the population in general, 
and women, migrants, the young and the old in particular, have been 
especially hard hit by cutbacks. In Great Britain, the Black Report 
published in 1980 noted that, while differentials in mortality and 
morbidity that favoured the higher social-economic classes had existed 
since the 1950s, this differential increased in the 1980s (Smith, Bardey 
and Blane, 1991: 373). In Sweden, it has been noted that heaic and 
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monotonous work, unemployment and smoking are important fuctors 
in cardiovascular disease and early death. Recently, it has been noted 
that inequalities appear to be increasing in general, and that immigrants 
are particularly at risk (Dideticksen, 1990: 366). 

The socialist states were not immune from generally deteriorating 
conditions. In Eastern Europe, the world-economic crisis and the crises 
of the states resulted in declines in general welfare. In Poland the death 
rate rose above 0.95 pet cent in 1970 and remained at this level. This 
increase has been particularly marked in terms of female mortality (Ouch 
and Sokolowska, 1990: 343). Infant mortality increased from 229 per 
1,000 live births in 1971 to 37.1 per 1,000 over the course of the 1970s. 
The increase in pollutants is believed to be responsible for an increase 
of cancer deaths (Wnuk-Lipinski, 1990: 862, 869). 

Most recendy, the dismantling of the Communist regimes in the 
former USSR and Eastern Europe has led to considerable social dis­
location, inasmuch as social-service spending played an important part 
in the standru:d of living. This has been particularly acute in the fields 
of medical care and housing. Unemployment has skyrocketed, and thete 
is a widening gap between rich and poor (UN, 1993: 63, 98, 112). In 
much of the periphery, welfare-statism, to the extent it evet existed, was 
replaced by direct repression and accompanied by economic austerity 
mediated by the World Bank and the IMP (Frank, 1981: 188--229). 

1. Health 

If one takes standard health statistics as appropriate indicators, then 
health conditions may be said to have generally improved: life expectancy 
at birth rose in the peripheral zone from 57.4 years in 1975-80 to 61.4 
years in 1985-90; infant mortality rates declined in the peripheral zone 
from 97 per 1,000 live births in 1975-80 to 78 per 1,000 in 1985--90. 
It is believed that, in the peripheral zone, maternal mortality rates have 
also declined (UN, 1993: 34-5). However, a comparative study of 
maternal mortality rates in five countries showed that, while maternal 
mortality rates had fallen in all of them, the gap between the maternal 
mortality rates in the states in the peripheral zone (Mauritius, Venezuela 
and Thailand) and the two in the core zone (England and Wales, and 
the Netherlands) had actually grown between 1970 and the late 1980s, 
whereas in the previous period the gap had narrowed (Kwast, 1989: 
56). 

In addition to the 'traditional' diseases of the peripheral zone, more 
'modern' ones, such as cancer and heart disease, have increased rapidly. 
Half of the world's cancer patients now live in developing countries 
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(WHO, 1988a: 32). This increase is only partially explainable by the fact 
that the population is living to a greater age (Vainio, Parkin and Tomatis 
1990: 165-7). Many of the previously controlled diseases such as malaria 
have made a comeback. W'hile immunization has decreased many child­
hood diseases, adult tropical diseases have 'gone on a rampage' (Wor/J 
Health, May-June, 1993: 4). The expanding slums suffer from inad­
equate housing, water provision and sewage-disposal arrangements, 
aggravated by declines in public-health expenditure, poor allocation of 
resources, poverty and malnutrition, and the processes involved in 
modernization itself (Abel-Smith, 1990: 62; Cooper Weil et al., 1990: 
vii). To this list may be added the dumping of various toxic substances 
and the siting of unsafe industries in the periphery by core-based 1NCs. 
As usual, poor people, women, children and adolescents have been 
disproportionately affeC[ed. Overall, the gap in the growth of GNP 
between core and periphery did not close in the 1970s (UN, 1978: 18). 
A study comparing the GNP of newly industrialized states with that of 
states in the core zone found that the gap had actually widened, although 
the GNP of all rose (Arrighi and Orange!, 1986). 

Water projects of various kind have been favourite development 
projects. The World Bank has financed construction of over 11,000 large 
dams between 1951 and 1982, almost one-third of the 35,000 large dams 
in existence (not counting China). These projects, while often providing 
flood control and hydrodectric power, have however been the focal 
point of a number of environmental problems, including involuntary 
displacement of rural populations {for example, the Narmada Sagar Dam 
Project in India that is displacing 95,000 people), sedimentation and 
erosion, salinization and waterlogging of soils (with detrimental effect on 
crop yields), adverse effects on fish populations, and various negative 
health consequences (Dixon, Talbot and LeMoigne, 1989: 4, 26, 59-63). 
The worsened health effects have been listed as housing difficulties, 
overcrowding, rising costs of living, prostitution, and the introduction of 
new diseases into a local area during the immediate period of dam 
construction. Post-development problems associated with dam or irriga­
tion projects included increased incidence of malaria and schistosomiasis. 
Data from the Akosombo Dam in Ghana demonstrated that the pre­
dam prevalence of schistosomiasis in children stood at 5-10 per cent, 
while post-dam the prevalence was in excess of 90 per cent. These 
results have been paralleled elsewhere in varying degrees in Asia, Africa 
and Latin America {Hunter, Rey and Scott, 1982: 1127-9). 

In 1978, in a move reflecting contracting contributions from member 
states, WHO and UNICEF endorsed a Health for All Policy, based on 
preventive and primary care (WHO, 1988a: 23). This actually repre-
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sented a retreat from the broad aims of the 1950s, which were now 
seen as unlikely to be met, given the tendency to reduce international 
welfare spending in the light of the 6scal crises of the states and the 
rising costs of medical care (Abel-Smith, 1990: 62-3). The more limited 
preventive programme was afforded legitimation and inspiration by the 
successful campaign to eradicate smallpox which took place between 
1968 and 1977 (WHO, 1988a: 14). The emergence of the primary health 
care approach changed the organization and management of maternal 
and child health (among other things). Health care was to be provided 
in an 'integrated manner' at the community level. Specialists were to 

provide backup at a higher level (WHO, 1980: 134). But if Health for 
All was a way to enable Third World governments to provide increasing 
amounts of health care cheaply, without relying on international welfare 
transfers, it was at first a failure. What the WHO did was to implement 
primarily the maternal and child health portion of this programme. In 
practice, this boiled down to dispensing birth-control pills and other 
forms of chemical contraceptive. This effort was especially strong dur­
ing the early 1980s. While it was true that in peripheral areas there has 
been a much higher maternal death rate than in the core (WHO, 1988a: 
30), there is no evidence that it has been improved by contraception. 
The contraception campaign was motivated by the fact that US feminists 
had begun to raise concerns about the long-term health effects of the 
pill, which led to its declining usage (Haruna~m, 1987: 178). This 
represented a threat to sales (Chetley, 1990: 29). 

Fears that world population was outstripping food supply were re­
awakened in the late 1970s. In fact this particular 'food crisis' was a 
temporary phenomenon, brought about by drought in India and the 
Sahel, rises in the world prices of grain due to the US-Soviet grain deal, 
and a rise in fertilizer prices due to OPEC's increase in petroleum 
prices (Raikes, 1986: 165). The result was the stepped-up effort on the 
part of USAID, the World Bank, WHO, and various population control 
groups to encourage the use of birth control on the part of poor (and 
especia11y rural) women in the Third World by any means possible, 
including coercion. Scant attention was paid to the issues of the health 
and safety of the individua1 women involved (Hartmann, 1987: 132). 
This effort at population control was parallded in China with the 
initiation of the one-child policy. While it might be argued from an 
environmental standpoint that there has been excess population, this 
must be set in context. In the Third World, children have been necessary 
additions to household labour forces. The effects of modernization have 
been to deprive households of male subsistence labour. This has 
necessitated longer working horus for women in order to make ends 
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meet. The commercial cutting of forests has made the collecting of 
fodder for catcle, the collection of firewood, and provision of water 
more difficult Qacobsen, 1993: 75). ln this context additional children 
continued to be an asset. Yet as population swelled, peasants tended to 
expand their plots onto unsuitable terrain. The forest was further 
depleted and more time had to be spent gathering fuel and fodder 
(Durning, 1989: 43). 

Environmental degradation thus spiralled. Industrial emissions of air 
pollutants such as nitrogen oxide, carbon monoxide, ozone, lead and 
sulphur dioxide were reduced in OECD countries between 1970 and 
the late 1980s. Industrial flight to the periphery brought with it, however, 
this very pollution that had been reduced in OECD countries (Ives, 
1985: 172-86). But there was no reduction in various microtoxins, 
including but not limited to PCBs (polychlorinated biphenals), benzene, 
cadmium and arsenic, which are hazardous to the human central nervous 
system, carcinogenic and tetragenic. These were connected to specific 
industries, and were not well regulated or systematically controlled 
(OECD, 1991: 36). Apart from direct exposure of workers to micro­
toxins, these pollutants, carried in the air and the food chain, affected 
the population at large. There is growing evidence that such industrial/ 
agricultural pollution has been a causative factor in such diseases as 
cancers, which are now the second largest cause of death in the core 
and parts of the semiperiphery (UNEP, 1991: 240-41). Furthermore, 
nitrates, caused by fertilizer runoff, appeared in the drinking water of 
populations in OECD states, a phenomenon deemed especially injurious 
to the health of infants (OECD, 1991: 182). However, the biggest growth 
in the amount of pesticide and fertilizer residues appearing in human 
tissue was found in the populations of the periphery (UNEP, 1987: 
118-19). 

2. EJMcation 

The United States led the core in the continued expansion of tertiary 
education. Although no single model emerged, what was created was 
the 'mass university', with all its opportunities but also with all its social 
stresses and upheavals (Schneider, 1982: 219-21). About one-third of 
all young adults in the core were enrolled at university. By the 1990s, 
the extended period of child dependency, for which we invented in the 
twentieth century the term 'adolescent', had been extended well beyond 
the age of twenty into a new dependent category, that of 'student'. 

However, despite all the years of pushing education as a develop­
ment strategy worldwide, educational profiles remained unequal, 
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particularly at the university level. The secular, linear expansion of 
schooling remained unbroken from 1945 to 1990. The B·phase, 
however, marked a shift from celebrating the expansion to criticizing it: 
laments over poor quality, and consequendy calls for revision of the 
curriculum, tightening of standards, elimination of frills, and going back 
to basics (Meulemann, 1 982). Much of this translated into restricting 
access by reasserting the dass·based discipline of education. There 
probably has been a deterioration of standards, as measured by teacher/ 
student ratios, class sizes, and availability of educational materials. But 
the fisca1 justification has served primarily to shift the burden of school· 
ing costs from the state onto the market and the family, and to place 
the blame for the school system's inability to ensure job access on the 
students. 

In decline, the United States found its model of mass, genera] 
education under attack. The United States high school has been un· 
favourably compared to secondary schools in Japan and the FederaJ 
Republic of Germany (Cremin, 1 990). Core states that had liberalized 
access to the university during the A·phase found themselves overrun 
with students. The Federal Republic of Germany restricted enrolment 
to its medical schools. The United States raised the cost of tuition 
steeply at its public universities. More students therefore turned to 
enrolment in community colleges or to parHime enrolment. Enrolment 
of African· American male college students actually declined during the 
1980s in the United States (National Center for Education Statistics, 
1989: 159-61). The B.A. degree itself no longer served as a creditable 
credential for entry into a lifetime career. The young were cautioned 
that education would be endless and that one should expect to change 
careers. Thus, while the university had become more accessible, the 
market for its graduates did not necessarily improve. 

The burden of the B·phase fell most heavily on zones outside the 
core. Demands for elementary schooling continued to grow even as the 
other sectors wresded with outmoded structures. The most serious drain 
was that of emigration. At all skill levels the brain drain continued 
(Rehsche, 1981). The core was the greatest beneficiary since it drew on 
two zones. The educational system of the periphery had the highest 
expenses whilst its ability to pay was the lowest. Each nationa1 system 
of education helped to reproduce the class structure; and class, in turn, 
structured the school. At the world level, schooling helped to maintain 
the zonal division of the world economy. With the universalizing of 
primary and secondary education the maintenance of the core's unequal 
advantage became lodged in the universities. 

Expansion of educational opportunities did not mitigate the 
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unevenness of the relative disadvantages acquired by those persons most 
badly affected by the destruction of welfare-statism and world-economic 
downturn. While the numbers of women enrollees in the university rose 
in most core and semiperipheral states in the 1970s, some of this in­
crease represented primarily the incorporation of teacher training and 
nursing instruction within the university framework. Only in the USA 
at the Master's level have women reached equality in numbers with 
regards to higher degrees in general (Sutherland, 1991: 132). 

Changes in the world-economy brought about changes in the notion 
of what constituted higher education. The B-phase saw a return to 

vocationalism, aggressive tracking, and cutbacks in liberal arts university 
programmes (Carnoy and Levin, 1985: 259-67). No country's educational 
system has resolved the problems of having too many students and too 
few jobs. Employers objected to the skills and attitudes university gradu­
ates offered (UN, 1985: 36), preferring people with technical skills and 
attitudes commensurate with those of good employees. The increasing 
so-called overeducation and unemployment of univcn;ity graduates has 
caused governments in both the core and the European semiperiphery 
to respond by redefining higher education as existing to serve the eco­
nomic needs of society. This has led to a redefining of tertiary educa­
tion to include anything from vocational training to doctorate work in 
physics (Sutherland, 1991: 131). This trend was paralleled in the USSR 
and Eastern Europe in the 1980s (UN, 1985: 34). 

In this situation women were as disadvantaged as ever, either clustered 
in humanities programmes which had little market value - this has been 
true in places as diverse as France, Sweden and Poland (see UN, 1991: 
53) - or relegated to those educational and training programmes which 
reflect conventional women's job-market positions: at the lower end of 
the pay/status hierarchy in such fields as textiles, sales, domestic science, 
art, welfare work, administrative and clerical work, nursing, hairdressing, 
and food technology (Wilson, 1991: 207). The tendency in a number of 
countries to replace government grants with student loans has also 
worked against female students, as., even with comparable qualifications, 
women continued to earn less than men (Sutherland, 1991: 133). 

The expansion of education in the core and semiperiphery has been 
paralleled in the periphery, even down to the gender gaps. But financial 
constraints have put a brake on quality: there were shortagc:-s of books 
and other supplies; teachers were not always well-trained. However, as 
the school-entering age cohort has continued to increase, pressure for 
continued spending on schooling has come from below. At the same 
time, governments have been reluctant to exert pressure at the top to 
expand educational institutions at the secondary and post-secondary 
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level (UN, 1985: 34, 41). The absolute number of women who 
were illiterate was increasing (WHO t988b: 21). In China the egali­
tarian aims of education thar were advocated during the Cultural Revo­
lution were abandoned in favour of the renewal of a more elitist system 
(UN, 1985: 34). This has included the exclusion of women (Mak. 1991: 
44). 

3. Food 

The Green revolution accentuated regional disparities in wealth inasmuch 
as it was initially pursued in areas where irrigation already existed, such 
as the Punjab, coastal regions of Turkey, and the central lowlands of 
Thailand. Labour migrated to these areas, drawn by the initially higher 
wages at harvest times. This meant that less favouted regions were 
deprived of labour. As time went on, machinery replaced labour in 
Green revolution areas, and rural labour was displaced (Cleaver, 1979: 
228-9; Kutzner, 1991: 68-9). The package of manufactured inputs that 
constituted the Green revolution required outlays of cash, requiring 
credit, which was generally available only to the relatively well-off (Bull, 
1982: 83-4). At the same time, the Green revolution and large-scale 
commercial agriculture became avenues for the sale of pesticides which 
had been banned in the core zone: DDT, endrin, chlordane, heptachlor. 
The first cases of widespread poisoning and adverse environmental 
effects began to show up in the early 1970s in Karnataka, the Philippines, 
Bangladesh, and parts of East Africa. In these locales, pesticides entered 
the human system through the food chain - the poisoning of fish in 
rice paddies or the poisoning of fruit trees. The first human victims of 
this poisoning were the rural labourers (Bull, 1982: 63-79). 

The agricultural strategies of low-income countries adversely affeaed 
women. While it was formerly assumed that poverty was shared equally 
by household members, this was now demonstrably no longer the case. 
Resources tended to be allocated in ways which favoured men and 
boys. This occurred as governments promoted privatization of property 
in favour of male heads of households. This was particularly true in 
Africa. In Asia, village 'commons' were allocated to government agencies 
and large landowners. In both these locations women formerly had in 
most cases had access to land through lineage heads and kinship ties. 
Access to credit, agricultural technologies, improved seed, and access to 
agricultural extension services often depended on land ownership. This 
barred women from competing in cash-crop schemes. At the same time 
there was little research and development of subsistence food crops 
Oacobsen, 1993: 70-7Z). It is not surprising that the 'new varieties' 
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reduced women's share in income, or that 'in few locations have (the 
new varieties] been women's crops' (Lipton, 1989: 190, 238). 

All this is partially a reflection of the fact that there is an in·built 
gender bias in development policies that is shared by all, from develop­
ment experts down to local peasants (and even their wives), the belief 
that women and the work they do are inherendy unproductive. The 
ideology of the male breadwinner bringing home a valuable cash earning 
has become universal. Yet empirically the work of women - growing 
food for household consumption (80 per cent of it in Africa, 70-80 per 
cent of it in India, about 50 per cent of it in the Caribbean), drawing 
wood, fetching water- consumes 12-18 hours per day, and enhances 
the vaJue of cash income by 30-60 per cent. In all regions about 50 per 
cent of cash-crop cultivation was done by women, although men tended 
to claim the profits Oacobsen, 1993: 63-8). 

This resulted in a gender bias in nutrition in that the proportion of 
food allocated to women and children by a household depended on 
their status, prospects and power in a socioeconomic context. Small 
girls in poor households were fed less than small boys, and their risk of 
death was therefore higher (Lipton, 1989: 236-7). Yet women, children 
and adolescents constitute three-quarters of the population of the 
periphery, and are the people most in need of good nutrition. Mal­
nutrition of women before and during pregnancy, and of all children 
during the first five years of life, constitutes the single most important 
cause of health problems carried to later life (Nightingale, Hamburg 
and Mortimer, 1990: 116-72). Further, while it has been noted that the 
children of educated mothers enjoy bener health (Nightingale, Hamburg 
and Mortimer, 1990: 125), it has been suggested that the relative disad­
vantage of daughters in terms of receiving food and medical care may 
actually be greater among better-educated mothers who deploy their 
nurturing skills selectively (Cleland and van Ginneken, 1989: 28). Studies 
based in India have shown that these types of gender gaps have widened 
since 1980. Similar patterns of discrimination have been found in 
Bangladesh, Nepal, Pakistan, and throughout the Middle East and North 
Africa Oacobsen, 1993: 65). 

As is now recognized even by official publications, malnutrition is 
more a function of income than of population growth (UN, 1993: 28). 
While real per-capita income rose by 53 per cent in the 'developing' 
states between 1960 and 1973, and by 66 per cent in the 'developed' 
ones (National Research Council, 1975: 4), poverty appeared to have 
increased or maintained previous levels in Africa, Asia and Latin America 
(Griffin, 1987: 7). The reasons for this have been listed as poorly paid 
or irregular employment (Frank, 1980,1: 13-14), growing rural landless-
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ness (WHO, 1988b: 33), inappropriate development schemes, and 
ignoring the role of women in agriculture (Kuttner, 1991: 15, 27, 31; 
Griffin, 1987: 8-9, 18). Whatever the cause it seems likely that, given 
the growth of poverty and the rise in the prices of basic foodsmffs, 
malnutrition increased or, at the very least, stayed the same. In mrn this 
suggests a deterioration in health. Malnutrition has been linked to acute 
and chronic .infections such as malaria, hepatitis, tuberculosis, and low 
maternal and child health status (WHO, 1980: 128; Uyanga, 1990: 653). 

A significant reversal in the downward trend of the provision of human 
welfare is dependent on the ability of states to overcome thcir so-called 
fiscal crises. But the biggest single source of the fiscal crises (in the 
context of a world-system in which states will not cut significantly their 
military expenditures) has been the increasing expenditure of govern· 
ments on equalizing access to human welfare. It seems a vicious circle, 
difficult to dismantle. 

Table 5.1 Adult littt.~cy, 1950-75, and enrolment in primary school of 
6-11 year-olds, 1960-88, by zones of the world-economy 

1950 1960 1965 1975 ,.,. ,.., 
Percentage of adults who are literate 

Periphery 22 22 36 
Semiperiphery 68 76 87 
Co~ 98 98 98 

Primary-school pupils (million) 

Penphery 161 210 2J13 316 324 
Semiperiphery 59 73 64 73 74 
Core 47 50 47 39 41 

Proportion of 6-It year-olds enroUed 

Periphery total 42 50 59 73 73 
Periphery females 31 38 49 64 64 
Semiperiphery 95 98 99 100 99 
Co« 98 96 99 99 99 

S011m: UNESCO and Wodd Bank yearbooks. 
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Table 5.2 Enrolment m secondary school of 12-17 ~ 1960-88;, 
by zones of the world-«onomy 

~-~~----· 

1960 1965 1975 r18s rtn 

Secondary-school pupils (million) 

Periphery 19 36 88 132 144 
Semiperiphery 9 16 40 47 49 
Core 20 29 33 32 28 

Percentage of 12-17 year-olds enrolled 

Periphery 6 9 16 25 26 
Semiperiphery 31 38 57 67 71 
Core 58 63 77 91 94 

$tmrrt: UNESCO and World Bank yearbooks. 

Table 5.3 Enrolment in tertiary school of 20-24 yeu..olds, 1960-38,. 
by zones of the world-economy 

1960 1965 1975 ,,., 1968 

-
Teniary-school studes~ts (million) 

Penphery I 3 7 12 13 
Semiperiphery 3 5 8 II II 
Core 5 1 IS 17 19 

Percentage of 20-24 year-olds entolled 

Periphery I I 2 s s 
Semiper1phery 6 9 IS 21 23 
Core 12 17 25 35 36 

Srmrn: UNESCO and World Bank yearbooks. 
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Table 5.4 The changing pattern of world grain trade, 1950-38 
(million wnnes) 

1950 1960 1970 1980 1988 

North America +23 +39 +56 +131 +119 
Laun America +1 0 +4 -10 -11 
Western Europe -22 -25 -30 -16 +22 
Eastern Europe/USSR 0 0 0 -46 -rl 
Africa 0 -2 -5 -15 -28 
Asta -6 -17 -37 -63 .... , 
Austraha and New Zealand +3 +6 +12 +19 +14 

NfJI .. Plus Slgll mdtcates net exports; minus sign, net unports. 

Stwrnr FAO. ProdtufUn Y~; US Deputment of Agricultur<:, 1988; Brown et al., 1989: 
4S 

Table 5.5 Annual percentage growth 11'1 world grain production, 10 world 
population, and in world grain production per capita, 1950-73 and 1973-86 

Period 

A-phase, 1950-73 

B-phase, 1973-86 

Gntin output 

3.1 

2.1 

JOum: Brown el al., 1987: \33. 

Population 

1.9 

1.7 

Per-capita output 

1.2 

0.4 
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The Social Cohesion df the Stares 

Georgi M. Derlugian 

From 1945 to t%7 /73: The Time of Universal Deliverance 

The unprecedented economic expansion of the world~economy of this 
period -was accompanied by an equally wtprecedented expansion of the 
effectiveness and orderliness of the state structures in the world·system, 
including its 'actually existing socialist' zones." It w.lS also the time when 
the national liberation project in the Third World, expressed by the 
symbolic word 'Bandung', seemed to come to fruition. Various religious 
institutions, beleaguered by both the modern su.te and antisystemic 
movements, seemed to have reconcded themselves to the auxiliary role 
triumphant secularism had conceded to them, and began to see their 
common future in social work, the preaching of tolerance, and ecumenic 
dialogue. 

The systemic disorders of the interwar period were suddenly over, 
although to many observers prior to 1945 the system had seemed dam­
aged beyond repair. ln short, paradoxically, in the 1950s and 1960s 
almost everyone appeared to feel that they could rightfully claim they 
were in the process of reaping success from the trials and tribulations 
of previous decades. This was true of the antisystemic movements (a 
term we de6ne broadly to mean all those groups that pursue social 
change in ways that will fundamentally restrict or impede capital accwnu· 
lation, the principal underlying process of the capitalist world-system). 
But it was even more true of the defenders of capitalism. lt \WS true 

• 1 am grateful to my friends and coUeagues ]ost Moc:a Lopes and Shuj1 Hisaeda 
for their materials on antisystemk movements and environmental degradation used 
in writing this chapter, and to Dteter Rucht for lus meticulous editing. 
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not only of religious leaders (now almost universally speaking a language 
of aggiom411Jenlo), but even more so of the secularists. It was true not 
only of national liberation forces in the Third World, but even more so 
of the colonial powers that were seeking to dismande their colonial 
systems in ways that would guarantee global order. 

Around the world, the states had emerged from the disorders of 
1914-45 enormously reinforced, especially in the core zones of the 
world-system. These core states as well as many semiperiphetal. states 
had already been expanding their domain since the latter third of the 
nineteenth century into what had previously been defined as 'non-state' 
spheres of social activity, advancing in five separate (llicctions: (1) the 
public sector, by the nationalization of previously private capitalist 
enterprises; (2) macroeconomic management, or the use of taxing and 
spending powers of the state for the regulation of the macroeconomic 
situation, largely in accordance with Keynesian ideas; (3} regulation of 
economic and social activity through a panoply of specialized agencies 
with powers to set standards in many diverse fields, from airfares and 
telephone rntes to the safety of drugs and children's toys; (4) social 
engineering aimed at eradicating politically determined 'social evils' 
(poverty, racism, sexism, drug abuse, adolescent delinquency, and so 
on); (5) welfare provision in its strict sense, with the State posing as 
guarantor of a certain minimal standard of living (King, 1983: 8-9). 

These welfare-state tendencies have a continuous history from the 
Factory Acts of Great Britain in the 1840s, Napoleon III's social state, 
and Bismarck's policies in Germany, to Lloyd George's liberal reforms 
in Great Britain and those of Giolitti in Italy at the tum of the twentieth 
century. The most pronounced push towards the actively interventionist 
state, however, was the result of the enormous strain of the First World 
War and the ensuing phase of worldwide economic depression of 1929-
39, which set the stage for the post-1945 welfare state. 

The newest Leviathan was variously conceptualized. Mancists derided 
it as 'state monopoly capitalism', yet virtually praised it as the 'organized 
capitalism', 'ultra-capitalism' or, in the case of the Communists, as the 
'last and the final stage, the eve of socialism'. The ultra-right theorists 
and the fascist or numerous para-fascist practitioners of the 1920s and 
1930s claimed it as their 'new state' corporativism. It took a while for 
the liberal cenuists to rid themselves of the verbal constraints of 
nineteenth-century 'Manchester' dogmas. But, by the 1930s, they had an 
openly statist agenda of their own. With the defeat of the fascist model, 
the 1ibera1 statist (Keynesian) vision would eventually become the preva­
lent agenda of the post-1945 period and serve as the ideological foun­
dation of US hegemony. The process of cooptation of the antisystemic 
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Communist and revolutionary nationalist regimes in the periphery and 
semiperiphery at the interstate level {Yalta and the tightly controlled 
Cold War, but also the recognition of the legitimacy of the non-alignment 
stance) turned the Soviet model of national-bounded, devdopmentalist 
anticapitalism into what might be called the subhegemonic paradigm. 
Needless to say, it was statist in the extreme, or, as Stalin put it, 'the 
state in the USSR withers away not as a result of slackening of its 
functions, as Mane and Engels supposed, but as a result of its maximal 
strengthening' (Problems tif Leninism, cited in Fursov, 1991: 87-8). 

This more qualitative statist tendency was coupled with the quanti­
tative expansion in the sheer number of sovereign states in the interstate 
system. (Consider merely the multiplication in the number of embassies 
and geneml staffs~ The vision of a sovereign state conforming to certain 
~norms of stateness', a vision bred originally in the core but now applied 
in full to the periphery and sem.iperiphery, was actively pushed by both 
the new hegemonic power and its subhegemonic partner, the USSR. 
Despite the intrinsically world-imperial character of the first and 
foremost Communist state and the internationalist rhetoric which was 
central to its Marxist legacy, it is significant that the Bolsheviks and 
Stalin on two separate occasions felt obliged to conform to the norm 
of self-determination of nations: first, in the early 1920s, by creating the 
set of formally sovereign republics to be federated within the USSR, as 
well as formally recognizing the independence of Mongolia and Tannu 
Tuva; and again in the late 1940s, discarding the idea of the Com.intern's 
original vision of the USSR as an alliance open to any would-be socialist 
state in the world. (Bu1garia did not become just a 'Bulgarian SSR', as 
Lthuania did in 1940, even though it is said the Bulgarian Communists 
were interested in this possibility.) 

The nationaJ self-determination programme proclaimed simul­
taneously by Woodrow Wilson and Lenin in 1917 seemed to have 
triumphed in the post-1945 abolition of colonialism and the vast increase 
in the number of formally sovereign state entities, with modern - that 
is, capitalist - bureaucracies either modelled on or directly trained by 
the core 'capitalist' states or their sem.iperipheral Communist counter­
parts. To be sure, all too many of these newly independent or reborn 
peripheral smtes of the 1950s and 1960s proved their newness/weak­
ness by creating formidable systems of police surveillance and mecha­
nisms w extinguish internal opponents. The incontestable truth is that 
it 'has become evident that the phenomenon [of state-organized terror] 
has more global roots than pocal cuJrures] and is tied to the increasingly 
sophisticated and continuously expanding bureaucratic and technical 
capabilities of states everywhere for violence and repression' (Bushnell 
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et al., 1991: 3). Gulags and Gestapos became, perhaps, the quintessential 
attribute of twentieth-century stateness, especially outside the infallibly 
lucky core zone. 

Inside Western countries, the post-1945 accelerated economic growth 
and liberal sociopolitical arrangements resulted in an unprecedented 
degree of class peace. The situation in the world-system's peripheries, 
where dictatorial regimes prevailed, might better be described as relatively 
undisturbed stability. The main condition, and simultaneously the result, 
of this postwar phenomenon was the emergence of the full-blown 
welfare state in the core and the statist developmentalist model else­
where. The median size of public expenditure in the core reached 29.6 
per cent in 1962, grew to 32.7 per cent in 1970, and continued its 
unprecedented expansion up to 1980 when it reached 40.2 per cent. 
Comparable and even faster growth in public expenditure could be 
observed in most of the non-Communist states outside the core, though 
the composition of the budget was different there - fewer welfare pay­
ments, more investment in infrastructure and also in armaments (UN 
1985: 89-90). 

In what then seemed to be a major historical change, both Communist 
and social-democratic parties registered an unprecedented increase in 
their political influence and, at least apparendy, in their capability of 
systemic transformation, either coming to power directly or serving as 
the principal and legitimated opposition. Soviet participation in the defeat 
of Nllrism, and the Chinese Revolution in the Far East, seemed to make 
this tendency unstoppable. The 'world socialist movement' appeared to 
be strongly on the tise, with its Communist component registering its 
great strength in the 'camp of socialist countries' from the Elbe to the 
Yalu, but also elsewhere, notably in France, Italy and Indonesia. The 
social democrats were increasingly influential in Great Britain, in the 
smaller countries of Western Europe, and in the erstwhile British dom­
inions. There was growing radicalization in the rest of the periphery, 
inspired by the achievements in China, seen as the right kind of 
foundation for a strong socialist movement in the Third World (Sweezy, 
1949: 14). Maurice Dobb, for instance, writing in 1947 what was to 
become a classic of scholarly Marxism, had no hesitancy in asserting 
that, 

In the contemporary world property-rights divo«:ed from social activity are 
universally despised and an: on the defensive; whereas the working class has 
everywhere emerged stronger, more conscious of its strength and more 
purposeful than was ever the case before. The vis1on of a future rich in 
promise .•. has begun to fire minds with a new faith and new hopes. {Dobb, 
1964: 386) 
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In retrospect, however, these apparent successes of the anticapitalist 
movements appear rather to be a form of cooptation, after the first 
moment of potential revolutionary breakthrough. The antisystemic 
'movements of the core and its immediate serniperiphery, in the form 
·they took in the 1917-45 period (the 'old left'), were largely neutralized 
(or, learned the limit co which they could push without jeopardizing 
themselves and the system in which they existed). Most remarkably, this 
was achieved through 'statization' rather than outright repression, with 
the subsequent possibility of se<:uring a share of the material advances 
of the post-1945 order and prosperity. Cold War geopolitics allowed the 
'ruling Communist parties to remain in charge of the states they had 
already controlled, while offering to the Western Communist parties 
(which seemed to be on the verge of taking power in France, Italy and 
Greece) the lure of becoming an established opposition, with actual 

, control over many loa~! governments (notably in Italy and France). 
Social democrats in the 1950s were shedding their last relics of Marxism 

1 and generally 'Red' rhetoric and historical symbols prompted by their 
<growing proximity to taking state power. The highly symbolic event was 
the adoption of the Bad-Godesberg programme by the German Social­
Democratic Party in 1959 which marked the final takeover of the place 
of the old Liberal parties on the West European political gameboard by 
the direct ideological descendants of Eduard Bernstein's revisionists of 
the 1890s. 

Civic movements were certainly rarer in the 1950s than after or 
before, but they also appeared much stronger in terms of numerical 
strength, organization, and accorded prestige. Both the relative rarity 
and the strength of civic movements were due to their affiliation with 
the established political parties, sometimes more than one at the same 
time, like the peace and anti-nuclear movement that drew support from 
the Communists, Social Democrats, left Catholics, and even some 
moderate conservatives. This pattern of multilateral cooptation helps to 
explain how such a universally popular and seemingly powerful move­
ment of the time could be subservient to the Cold War geopolitics and 
ultimately so ineffective. 

This created a formidable stability in the voting patterns in the 
Western countties, which showed no major change until the mid-1980s 
(see Figure 6.1). It is worth noting that, just as in the crime rntes 
(Figure 6.2), the stabilization of the trend dearly predates the advent of 
the Kondratieff-A, being dearly pronounced since the 1920s and prob­
ably since the belle ipoque at the turn of the century. This seems to 
present graphic proof of the overall argwnent that the post-1945 order 
and prosperity were not merely the effect of the ronjunctural 
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(Kondratieff) economic cycle or the end of the long world war of 1914-
45 (the struggle for succession to British hegemony), but rather the 
cumulative result of several secular trends and cyclical rhythms. 

Spreading from the new hegemonic country, the American model of 
labour relations (that is, management of class conflict) became the 
pattern first in Western Europe, then in Japan, and later on even within 
the broader semiperiphery. From the perspective of the labour move­
ment in the core zone, this was arguably the right model in the late 
1940s, more adequate to a situation characterized by the beginning of 
an economic expansion based on mass production, domination of the 
world-economy by US corporations, and a Cold War conception of 
global security. The project of global economic expansion was based on 
the re-creation of markets and growing levels of productivity, demand 
and consumption. It thus required the institution of increased wages, 
social security benefits, the distribution of bonuses, and expanded leisure 
time - the so-called Fordist 'regime of accumulation', as described by 
the authors belonging to the 'Regulation School' in political economy 
(see Aglietta, 1979). 

In Europe as in the United States since the Depression, this model 
informed the type of relations between labour and capital that the 
Keynesian (or dirigiste) welfare state simultaneously made possible and 
required. As the expansion continued, it led to full employment; 
industrial wages more than doubled in the USA and did almost as well 
in Western Europe. These processes effectively eliminated earlier labour 
radicalism as well. In countries with historically strong Communist and 
trade-union organizations, large sections of the population (not neces­
sarily, however, industrial labour) tended to support the left at local and 
national elections. This, however, became a conscious popular tactic of 
exerting pressure on the state and capitalist groups in order to obtain/ 
preserve concessions and was certainly not a strategy of seeking the 
revolutionary overthrow of the regime. 

From the perspective of capital the institution of the welfare state 
had started as an alternative to the political stagnation of conservatism, 
which gave rise to the insecurity of potential revolution. It became, 
however, also a central factor in the stability, economic growth, and 
sustainable high rates of net profit that the world-economy was able to 
attain throughout the 1950s and 1960s. It was not before 1967-73, 
when the expansion began to slip into depression, that the limits of the 
Fordist model became clear. On the side of capital, high wages and 
soc1al benefits came to be seen as increasingly burdensome, given falling 
profits and the consequent acute competition that ensued; while, to the 
working classes, the previous incorporation of their organizations into 
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the labour~management schemes led to the loss of bargaining apabilities 
that tmnslated into steady decreases in real earnings over the following 
two decades. 

Ecumenicism was the most overt expression of modernity's impact 
on the historical religions. Its intellectual underpinning was the idea of 
ideological pluralism, one of the quintessential ideas of modern liberal­
ism. Ecumenicism was the product mainly of Western liberal Protestant­
ism, other religious organizations participating in the dialogue for quite 
secular, even prosaic, reasons. For the Roman Catholic Church, the 
pinnacle of its accommodation to modernity became, undoubtedly, the 
council of 1962--64, usually known simply as Vatican II, and the pontih­
cates of Popes John XXIII and Paul Vl. Jews underwent sweeping 
secuJarization both by being progressively concentrated and integrated 
into the booming 'melting pots' of the USA and the USSR, and by 
accepting Zionism, par excelleme a secularizing doctrine in that it made 
sta.teness a necessary fulfilment of Judaism. 

Secularism was even more triumphant in its impact on the religions 
situated in the zones that became the Third World. Secularism became 
the conditio tine qua non for international and internal recognition of 
developmentalist credentials, the main venue of legitimation for the 
recently created/reconstructed states. The various religions located in 
these countries struggled defensivdy to maintain their position, with 
different degrees of resoluteness and zeal, be it Shinto in postwar Japan, 
Chinese popular cults after the Communist victory of 1949, the Hindu 
caste system under pressure from the Indian state and Congress national­
ism, or Islam pushed aside by both the Shah in Iran and various Arab 
socialist parties (Ba'ath, the Nasserists). 

However, there were, after 1945, fewer frontal assaults from the 
secularist movements coming to state power (with the notable exception 
of Albania) than had been the case in the 1920s in the USSR and 
Mongolia, Mexico and Turkey. Once having assumed an enlightened 
outlook and accepted a separation from the state, mainstream religious 
hierarchies enjoyed relative prosperity not only in the West but even in 
most of the Communist East. 

Christianity and Islam continued their missionary advances in Africa, 
whilst Africans, under the conditions of decolonization, began to take 
control over the loca.l state-bound religious institutions. Soon they would 
become aware of their growing worldwide nwnerical advantage over 
their co-religionists in the North and demand to be taken seriously in 
terms of institutional power (among Roman Catholics most notably, but 
also in many Protestant churches and Islamic Sufi orders) (Whaling, 
1987: 84). In the 1950s, Southern 'reformulations' of Christianity and 
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Islam in terms of their nativist attitudes began to be socially and politi­
cally significant: the sprawling Afro-Christian 'Zion' churches in Africa, 
as well as in the Caribbean (Rastafarians, Afro-Brazilianists, and so on); 
Cao Dai, Hoa Hao, and other syncretist cults in Southeast Asia. These 
hotbeds of religious dissent were the direct prologue to the explosion 
of non-secular movements of protest in the 1960s among the non­
White communities of the 'Northern' zone, most notably in the USA, 
Great Britain and South Africa. 

The glory of the post-1945 state is best measured, perhaps, by its 
ability to contain and monopolize violence. As Gurr notes in his 
historical survey, crime in the Western societies was then at its 'all­
time historic low' (1989, 1: 43). Charles Tilly adds that, 'a11 parts of 
Europe moved in the same direction.... [B]reaking and seizing by 
civilians played a smaller part in European contention, while agents of 
national states became more and more heavily involved in such co1lec­
tive violence as occurred' (see Figure 6.2), With wars increasingly more 
frequent and regular since 1480, especially in the twentieth century, 
and tremendously more destructive, 'the sphere of state {has become] 
more and more violent, while civilian life has turned relatively peaceful' 
(1989, 93-4). 

The explanation provided by Arlacchi for the secular downturn in 
crime rates in Italy appears similar to that of Tilly: the state effectively 
had monopolized violence and neutralized/absorbed its perpetrators. 
He says that, during the post-1945 years, 'the power of the Mafia lost 
not only its legitimacy, but also its autonomy and sovereignty through 
the State's reclaiming control over public order .... [fhe mafiosi's] inte­
gration into the State's administrative apparatus, through their appoint­
ment to the newly-formed public agencies, helped in many ways to 
neutralize the element of lawlessness and violence that the mafiosi had 
embodied' (1986: 79). The low was attained in 1962 with only a single 
Mafia-related registered murder in Italy. 

Criminal and vigilante violence also dramatically decreased in the 
United States. By all accounts there was a precipitous decline in the 
numbers of vigilante gangs and instances of lynching since the late 
nineteenth century. After the infamous and overromanticized gangster 
wars of the Prohibition epoch, US gangsterism entered a period of 
business prosperity and relative orderliness. The Kefauver Committee's 
conclusion, reached in the early 1950s, that the criminals of the prewar 
period had 'entered the legitimate areas of business enterprise in 
approximately 50 areas' seems correct and provides an interesting 
contrast to the more bureaucratic Italian mode of integrating the mafiosi 
(see Nelli, 1987: 25-7). 
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The unprecedented mid-century extension of the functions of the 
state was expensive, and this was reflected in the growing levels of 
taxation and the increasing shru:e of state budgets in the GNP. The 
report on the long-term ttends in tax revenues of the OECD countries 
sums it up this way: 

Though variations between countries are considenble, the main 
ttends over the period from 1955 to 1980 were: 

- an increase in the ratio of total tax receipts to GDP; 

a decreased reliance on consumption taxes and an increased reliance on 
income tax and social sewrity contt:ibucions; 

- a large increase in the share of tax receipts from individual income taxes 
and employers' social security contributions with a smaUer increase in the 
share of recdpts from general consumption taxes and employees' social 
security contributions; 

a large decrease in the share of recdpts from taxes on particular goods 
and services (mostly excises) with a smaller deo:ease in the share of receipts 
from corporation income taxes and property and wealth taxes (OECD 
1981; 2). 

The same report states that in 1955, 'the unweighed average ratio [of 
tax levels to GDPJ for the countries participating in the study was 24.7 
per cent and 36.6 per cent in 1980, an average increase of around 0.5 
percentage points per year, though during the second half of the 1960s 
the average annual increase reached nearly one percentage point.' But 
nota bene: 'Most of these trends have slowed down since 1975 and come 
completely to an end by 1977: tax levels and tax structures in 1980 were 
almost identical to those in 1977.' 

This highest level of taxation in the 'developed market economies' 
was reached by UN estimates in the 1970s: 'around 43% of the GNP, 
with 67% for Sweden and 64% for Netherlands to 38% in the United 
States and 30% in Switzerland, as compared to 15% in the developing 
countries' (UN, 1985: 92). Estimates for the share of tax evasion and 
the 'shadow' economy in the core countries are patchy and conflicting. 
Nevertheless, authors of such estimates without exception agree on one 
point: from 1950 to 1970 it was negligible, or at least significantly less 
than the levels of the two following de<:ades (see Pyle, 1989: 53; OECD, 
1987). 

We may observe similar trends toward consolidation of state struc· 
tures all over the world in the same period. In large areas of the globe, 
statehood was crystallized for the first time, or aft~ a long period of 
anarchy and localized non-state power relations. Latin American rorontiJ 
and taHdilloJ disappeared along with traditional bandits, often integrated 
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into state agencies as rural police, elected offices, or members of national 
party hierarchies. The Arab states of the Middle East passed from 
semicolonial dependency and tribal patrimoniality to more 'modern' 
independent states, through either republican revolutions or updating 
their monarchies, making them more compatible with the functioning 
of the modern world-system. 

The guerrilla phenomenon that spread throughout the periphery in 
this period did indeed pose a challenge to the existing state order, but 
in the name of an alternative state order, a 'people's' state order. Viet­
namese, Algerian, Angolan, Mozambican, Namibian, and most Latin 
American guerrillas fought with the explicit programme either of creating 
new states or of taking state power and using it as a tool for radically 
transforming the social order. 

The Communist bloc that came into existence after 1945 included a 
good number of states that had previously been locales of internal 
troubles. The new Communist regimes first froze, then reformulated a 
series of endemic conflicts that had considerably hampered the function­
ing of the pre-Communist regimes in these areas. The endemic conflicts 
previously found virmally everywhere in these states, from the Balkans 
to central Asia to southern China, seemed to be buried under the weight 
of the Communist order, newly established through revolutions. 

After an initial period characterized by extreme violence, the Com­
munist states entered a period of relatively peaceful evolution. State and 
party bureaucracies, having rid themselves of the deadly dangerous 
instability of 'Stalinism with Stalin', expanded and flourished, bcing able 
finally to reap the fruits of their position and to enjoy them in peace 
and security. All Communist systems underwent decentralizations and 
horizontal expansions of their state agencies. 

At the interstate level, especially in the core and adjacent zones, one 
of the most important consequences of the catastrophic experience 
brought by the rwo world wars of the twentieth century was arguably 
the delegitimation of war, if not its elimination. This served as some 
protection, if not for state regimes then at least for state frontiers. 
Significandy, since 1945 there have been hardly any declarations of war 
by one state upon another. Rather, there occurred (rather numerous) 
'interventions', either by a country on behalf of a more or less artificial 
internal ally of the intervening power, or by the world community 
embodied in the United Nations. In all cases, it was assumed that the 
boundaries of the state would remain intact. In the core, the imagery of 
atomic extermination so vividly diffused in the 1950s and 1960s served 
as an unparalleled device for imbuing both political decision-making 
and mass consciousness with blocs of strong anti-war sentiment. 
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Of course, open military as well as 'covert action' interventions in 
intrastate and intershlte conflicts were regularly undertaken by the super­
power rivals or their allies, and in most instances were an integral part 
of the Cold War policing inside the two blocs. Such interventions tended 
to stabilize existing regimes. Interventions in the Third World, where 
shifting seams existed between the geopolitical blocs, were even more 
frequent. Such interventions were usually fairly efficacious (for example, 
Lebanon, 1958; Congo, 1961-64; Dominican Republic, 1965). There 
were very few attempted or successful conquests after the Second World 
War. India's forcible decolonization of the Portuguese enclaves of Goa, 
Damao, and Diu in 1962 is now a totally forgotten incident. Israel's 
expansion in the wars of 1948 and 1967 was widely discussed, precisely 
because of its exceptional nature. Yet these were almost negligible acts 
of conquest and annexation by the standards of previous epochs, and 
amazingly r.ue occurrences on a world scale. 

Parallel to what had been previously observed in Europe, moments 
of mass violent upheaval in the periphery tended to be short, though 
far bloodier, with the state usually able to repress them. Outbreaks of 
mass violence that accompanied major political upheavals in some 
countries (India, 1950, 1956, and 1961; Tunisia, 1952; Iran, 1951-53; 
German Democratic Republic; 1953; Morocco, 1952-56; Hungary, 1956; 
Haiti, 1957; Laos, 1954 and 1960; Southern Rhodesia and South Africa, 
1960; Uganda, 1963; Kenya, 1963) appear as mere blips in the panern 
(Taylor and Hudson, 1972: 94-102). 

The political independence of the new states of Africa and Asia was 
accompanied by a spectacular bloating of civil bureaucracies and military 
personneL Creation of bureaucratic and military positions as a means of 
recompense to the activists of the pro-independence movements and of 
consolidating the sociaJ base of the post-colonial regimes was certainly 
commonplace, sometimes reaching exorbitant proportions. 

The growth of national armies in the periphery was deliberate, and 
even hailed as a way of securing the newly acquired developmentalist 
statehood; very soon, it aune to be seen as the last resort in managing 
and preserving it. Particularly extensive were the military build-ups of 
post-revolutionary regimes (Cuba, Vietnam, Iraq). Even more spectacu­
lar .was the proliferation of modern intelligence services in the semi­
periphery. Previously the exclusive privilege of the 'imperialist' core stares 
before 1945, sophisticated intelligence agencies emerged all over Asia, 
&om China and Korea to Iraq and Israel, and in Latin America (Cuba). 
The very notion of a Cuban or Pakistani spy network would have seemed 
a ridiculous oxymoron in 1917 or even 1950, but no longer in 1970. 

In short, the data seem quite straightforward and unequivocal. In the 
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penod of 1945--1967/73 we observe the state everywhere expanded, 
expanstve, and tn alltts glory. The long-term process of state formanon 
and state expansion appeared to culmtnate tn an unprecedented triumph. 
The whole globe was covered With soverc:tgn stares, and these appeared 
to be worktng tn a qwte sausfactory manner. For the first ttme there 
were almost no merely 'nonunal governments' that could ruJe outstde 
the capual ones only thanks to the support of local non-state and 
parastatal authonoes (warlords, strongmen, shc:llths, tnbal cluefs). There 
were certatnly excepnons, such as the Colombtan vrolmaa of 1946-66, 
but they were tndeed excepnonal, often rather 'play-offs' of c:arher strug­
gles (Bergqmst, Penaranda and Sanchez, 1992: 7-8) 

Cnnunal and polmcal popular vtolence was generally at an excep­
uonally low level and contatned/absorbed by the state, whtch tn tts turn 
m most cases was able to (re)assert tts monopoly of coemon The 
vanous hberatJon and guernlla movements m thts penod almost tnvan­
ably were expressly staost tn thetr outlook and they consoously repro­
duced typtcal state funcuons and attnbutes whenever and wherever 
posstble {ltberated zones, external mtsstons, and so on). It shouJd not 
be forgouen, furthermore, that the vartous natJonal hberatJon fronts 
and peasant msurgenctes effecuvc:ly channelled popular vtolence and a 
great deal of crurunahty, remcotporatmg and rc:ordenng them m the 
framework of counter-state 'hberaung coeroon' and revoluuonary 
VIOlence Thts functJon was exphody noted and vaunted by one famous 
theorist of these movements, Frantz Fanon, who propounded the destr­
able role of the lumpenproletanat tn a nauonal JJberanon movement 
(1963· 119-64). The net gruner, of course, was the uruversal stue order. 

State bureaucractes grew worldwtde, not only m the core, where they 
seemed to provtde the necessary basts for soctopohncal stability, but 
also and espeoally tn the newly independent states tn the penphery and 
sermpertphery. Post-1945 geopohncal arrangements expbotly reasserted 
the prmctple of sovc:retgn states and rmplemented tt tn practJce tn the 
tremendous expanston of the number of mdependent states (more than 
threefold, JUdgtng by UN membershtp). Three glonous decades tndeed. 

From 1967!73 to 1990: The Time of Undoing 

Most of the trends discussed prev:tously underwent dramatic change tn 

the penod followtng 1967, when the earhest stgns of reverse began to 
appear, or after 1973, when troubles became obvtous and general. 
Numencal patterns overwhc:lmmgly show that 'something w.J.S happerung'. 
For mstance, the number of armed attacks Jumped tn t 967 to 3,400 from 
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the median of 1,600 in the previous decade (faylor and Hudson, 1972: 
103--9). The incidence of mass protest and violence in the USA reached 
such levels that it put the hegemonic power far beyond the average of 
the rest of the core smtes and prompted one analyst w suggest that 'the 
decade of 1960 was perhaps the most tumultuous in American history' 
(Gurr, 1989: II, 109). We have in this period in the USA such singular 
events as the assassinations of both John and Robert Kennedy, Martin 
Luther King, and Malcolm X, as well as the urban riots, the Kem State 
University shooting, and the Wounded Knee rebellion, although the rate 
of fatalities tended to be much lower in the hegemonic country than in 
any Third World country. The new anti-racist, student and anti-war 
movements that swept the USA in the 1960s emerged latgdy despite the 
previous existence of orderly structured movements and organjzations. 
Their untamed nature and very newness was their greatest source of 
disruptive power and therefore their greatest strength. Even though 
often addressing old issues, the rhetoric and tactics for a time regained 
full antisystemic flavour. 

There was always a lag between the USA and the rest of the core. 
Western Europe and Australia, which had reached their historical lows 
of non-state violence and disorder already in the 1920s and 1930s, 
remained relatively peaceful through most of the 1960s, although crime 
rates had been slowly growing there, too. France and Italy of 1968 
appear low in violence as compared to the tumults of the 1900s, the 
1930s, and the late 1940s in France, or the 1920s and the 1940s in Italy 
(filly, 1989: 67-75). For Europe and Japan the years of most intense 
challenge to state authority were the 1970s, which were marked 
dramatically by terrorism (extremist national movements in Italy, the 
Federal Republic of Germany, Japan, France and Greece; but also 
separatist movements in Spain, the United Kingdom and France). By 
incidence of terrorist attacks these countries surpassed even Latin 
America, which the media proposed as the leading zone of terrorism of 
the 1960s. 

Mafia-type criminal organizations expanded tremendously in the core 
countries, and at the same time their power declined (see Figure 6.2). 
This is not as paradoxical as it may seem. Crime became more dis­
organized because of the growing competition between the mafia dans 
and the entrance of new criminal syndicates. Furthermore, organized 
crime simply sank into the ocean of popular, mosdy teenager, crime 
and violence (Reuter, 1983 passim). Adolescent criminality became a 
typical mark of the sprawling deindustrialized areas throughout the North 
Atlantic core zones (Western Europe and the USA) and the East 
European Communist semiperiphery. Those might be simply street 
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gangs, or the new, younger and meaner, variety of fan dubs in sports 
and rock music, or politically tinted groups, such as neo-fasdst skinheads 
in the West and neo..SOviet 'Liubery' in Russia. Street gangs certainly 
lacked international connections and possibilities to conduct substantial 
criminal business. These functions were being overtaken in the late 
1960s and 1970s by so'"(:alled large~scale crime, which in fact means 
essentially criminal multinational corporations (Arlacchi, 1986: 214-15). 
They were concentrated in the international trade in drugs and weaponry, 
but also in the illegal movement of labour, contraband conventional 
goods, and money transfers. Most experts agree that the creation of the 
Eurodollar market in the 1950s and the expansion of petrodollars in 
the 1970s offered unheard-of opportunities for organized crime, both 
in illegal transactions and in money laundering. The drug market 
remained the most profitable, the most violent, and the most inter­
nationalized. The share of seizures of drugs by state authorities rapidly 
expanded in the period 1970-90, doubtJess reflecting an ever-growing 
volume of the illicit drug trade (see Table 6.1). 

This rapidly growing phenomenon is intimately linked with the 
expansion of non-controlled international finance markets, which is the 
locus where most of the criminal profits can 'go legit'. A good indicator 
of such activity seems to be the growth of invesllllent in 'tax haven' 
countries, whose number increased between 1945 and 1980 almost 
tenfold. International organizations like the OECD have become 
increasingly worried about this mass tax evasion and the effects that it 
brings (see OECD, 1987). Talk about the necessity of creating an inter· 
national tax police has become persistent (see OECD, 1987: Preface). 
The scandal of the early 1990s concerning the Bank of Commerce and 
Credit International (BCCI) deepened the concern and may serve as a 
stimulant to more direct action. 

Taxation had posed serious problems to virtually all states in the 
1970s and 1980s. Historically, the levels of taxation have been growing 
over the whole period of the capitalist world-system (for the better· 
documented 'classical' case of France, see Figure 6.3). In the USA in 
1887 federal receipts were about 3 per cent of GNP, driven largely by 
custom tariffs, given the non-existence of a federal income tax (not 
introduced before 1913). In 1937, US federal receipts reached 5.5 per 
cent of GNP, jumping to nearly 20 per cent after 1945 (Stein, 1988: x). 

The year of 1969 was marked in the USA by an avalanche of press 
criticism aimed at the welfare state, which was then taken up in virtually 
all Western countries. PopuJar attitudes towards high government 
expenditures (which was a euphemism for distrust in the ability of the 
state to manage society) changed dramatically in the late 1960s and 
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1970s. The percentage of those critical in the USA and Great Britain 
jumped from around SO per cent in the mid-1960s to nearly 80 per cent 
in the 1970s. All OECD countries faced a revolt of taXpayers in that 
period (beyond the fringe movements that always exist) in one or another 
form. The high-tax issues were taken up either by old conservative and 
populist parties, or by new anti-government movements, particularly in 
Western Europe (serving for the decade of the 1970s as the main 
componen[ of the category 'other' parties, in Figure 6.1) (Peters, 1991: 
157-9, 172-4). 

Considerable tax reductions and rearrangements have been intro­
duced through governmental reforms since the early 1980s by virtually 
all OECD members (or at least a rhetoric of thrift and competitive­
ness), as well as by such important semiperipheral countries as Mexico, 
Colombia, Indonesia and China (the list may easily be expanded). On 
the other hand, taxation has nearly disappeared in several dozen Third 
World countries due to the lack of state enforcement of the tax and 
tariff policies and their own personnel's 'endemic' corruption, as this 
pattern of individual accumulation through corporate elite control of 
the state agencies is usually called. In the 1980s an average civil servant's 
salary was providing for basic living expenses only for between one and 
twelve days a month in virtually all countries of tropical Africa, which 
clearly shows that the motivation for joining the bureaucracies must 
have been other than the direct salary (MacGaffey, 1991: 15). As a 
result, foreign aid became the main source of revenue for a sizeable 
group of peripheral states, while some were actually being run at one 
or another level by various international or local non-statal agencies 
(see Brodersohn, 1988: 118-24; for the Kurdish phenomenon, see van 
Bruinessen, 1992: 33-67). 

Problems with collecting and legitimizing state revenues were directly 
related to the general trend towards relieving the state of many welfare 
and economic functions. The last significant nationalizations in the world 
took place in the mid-1970s and were connected to the victories of 
socialist-oriented regimes in the former Portuguese colonies, Ethiopia, 
Indochina, and some smaller Third World states. The French socialists 
nationalized some banks in 1980-81, but then launched 'decentralization' 
a few years later. In the 1980s the whole trend was dramatically reversed. 
Policies based on monetarism and neo-conservative tax reforms swept 
over the West and began to be the new dogma in the debt-stricken 
South, enforced by the IMP and creditor clubs. Extensive denationali­
zation programmes have been undertaken in Great Britain, France, the 
Federal Republic of Germany, Italy, Sweden and Japan; and in the Third 
World in Bangladesh, Benin, Brazil, Chile, Dominican Republic. Ecuador, 
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Jamaica, COte d'lvoire, Kenya, Mexico, Pakistan, Peru, Portuga1, the 
Philippines, South Korea and Zaire (UN, 1985: 97). After 1990, this list 
was dramatically expanded by sweeping privatizations in the ex­
Communist countries. 

Even in prospering Japan, a country in which the role of the state 
in the economy had been central throughout the modern en and in 
which state service was prestigious, 'the number of applicants for the 
civil service examination has been decreasing since 1979' (Sakamoto, 
1991: 109). This phenomenon is attributed to the growth in prominence 
of the private corporate bureaucracies. The UN Report OH the WOrld Soda/ 
Situation argues that: 

Renewed interest iwJ emerged in recent years concerning potential roles for 
the private economy in providing public services- lite and police protection, 
supply of day·care, old·age home facilities. ambulance services, and even 
construction and management of privatdy owned prisons. The USA resorted 
to such services more than any other country- $66.8 billion bad been spent 
on1y in 1980 at the state and locallevds .... Both developed and devdoping 
countries increasingly recur to private sector for the supply of utilities servi<:es 
-electricity, gas, water. (UN, 1985: 93-4) 

In many countries such typically public services as the posta1 service, 
telecommunications, and even jails and police have been increasingly 
privatized. By the estimates of the US News and World Report (12 
Novembex 1990: 12), in the USA every third security guard is private, 
hired by either communities or corporations. It is estimated that by the 
year 2000 the share of private guards in the overall police force will 
reach one-half. Analogous processes in the former Communist countries 
are even more drrunatic. In Russia alone by the beginning of 1992 there 
were more than 100,000 registered private detectives and guards, and a 
thriving market for security devices and trained dogs (Nezavisimtrya gateta, 
9 May 1992: 6). 

This is exacdy the marketization of previously state-exclusive 
functions so much discussed and often praised during the 1980s. 
Although the functional effectiveness of such public-to-private transfers 
may be reasonably satisfactory in some cases, the overall result is to 
undermine further the institutionaJ pillars of modernity without offering 
any obviously better alternative. In a nutshell, public good - the most 
fundamental one in the case of law and order - becomes private or 
corporate privilege. 

Territoriality and sovereignty, the two central intertWined principles 
of the interstate system, are coming increasingly into question. Western 
European integration was the main empirical argument for most authors. 
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In a famous description given by Peter Katzenstein (1987), the Federal 
Republic of Germany was termed 'a semi-sovereign state', deeply 
penetrated simultaneously by the NATO structures from above and by 
the federal Under from below. 

There were, however, considerable theoretical difficulties in con­
ceptualizing the processes of globalization and regionalization, construed 
as 'overcoming the state'. The idea emerged from empirical observations 
that led various authors to conclude that a global authority was either 
very desirable in the 'interdependent and more complex' world (for 
instance, Walker and Mendlovitz, 1990), or as something already in the 
making (see Gilpin, 1975; Keohane, 1989; Camilleri and Falk, 1992). 
Concerning the state and globalization/regionalization, called by some 
authors the 'new federalism' (see D'Amico and Piccone, 1991: 2-12), 
there is a slightly different agenda organized around the concept of 
postmodernity. It was quite rapidly assimilated into the political science 
mainstream, itself a sign of conceptual crisis (see Apter, 1987; Ruggie, 
1993). 

There appears to be major confusion or evasion about the crucial 
question of why the current transformation of the state-based 
organiza.tion of power is happening. Most of the argument is reducible 
essentially to a snapshot of reality not grounded in coherent theory. 
This is exactly what Ruggie captures by saying: 'Prevailing perspectives 
have difficulty describing and explaining the process ... , but none 
suggests that it is not occurring' (Ruggie, 1993: 141). Shall Minerva's 
owl fly at dusk again? There is even more confusion about the anti­
systemic movements, the major source arguably being the residual 
political and ideological commitments of observers. As pointed out by 
Andrei Fursov: 

one of the main, if not the main, failures of the left (especially Communist} 
in theory was its ultimate inability to conceptualize the social nature of the 
movement itsdf, and patticulatly the system of power that had been institu­
tionalized under the (significandy endless misnomers] such as 'socialist camp', 
'communist regimes', 'Soviet-type societies', etc. (1991: 30) 

Antisystemic movements have been rapidly losing their capability of 
intervention as main actors of social change since the late 1960s, not 
only in achieving their objectives but also in terms of their cohesion, 
mobilization, organization and strategies. In short, they have been 
declining, even disappearing. 

This decline was common in slighdy different degrees to political 
parries of Communist or social-democratic designation in or out of 
power; to labour organizations, whether or not linked to parties; and to 
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former natiorutl liberation movements. If looked at since 1945, the 
trajectory of Communist organizations and political regimes in terms of 
their influence registered a steady increase (with an interna1 crisis of de­
Stalinization in 1956, but then a recovery of the trend) up to the late 
1960s when it started gradually to decline (1968 in Czechoslovakia and 
Poland, institutionalization of broadly defined 'di:ssident anti-politics'), 
falling precipitously after circa 1980 (the debt crisis; strong Western 
reaction in all zones newly 'associated' to the socialist bloc - Afghani­
stan, Nicaragua, Indochina, Angola, etc.; cruise missiles and the end of 
detente in Europe; irrepressible Solidarity in Poland and the beginning 
of generationa1 transition in the Soviet leadership) -a trend of which 
the collapse of the USSR and the Eastern European regimes in 1989-
91 can be seen as the ultimate confirmation. While socialist parties in 
some countries benefited from the relative decline of Communist par­
ties at first, their growth reached its apex in the early 1980s; then, as the 
de<:ade closed, they began to be affected as well by the decline in the 
credibility of welfare-state programmes. 

In the 1960s all these issues were forcefully taken up and cadically 
expanded and reformulated by the new social movements worldwide. In 
the 1980s the 'Green' movements came to be their first serious electora1 
expression. In the late 1980s, they began to appear as a contender to 
fill the niche of the old left parties. They registered a transient political 
success, first in the Federal Republic of Germany, then in other Western 
countries. They were then shaken by interrutl debate over where they 
would fit on the politica1 checkerboard: on the far left, as a replacement 
for the old left, or as a new centrist force. These debates weakened them. 
This fact hardly signified an unmitigated defeat of the Green movement. 
The same is even more true in the case of human-rights activism. To 
be sure, environmentalist, anti-war, women's, minorities', or generic 
human-rights concetns were not exactly new, dating back in fact to the 
nineteenth century. Yet, until the 1960s they remained dependent 
discourses of liberalism, with Marxists and revolutionary nationalists 
usually being at best ambiguous about these issues, which were con­
sidered subordinate to the main cause of struggle. Elitist groups and 
personalities (Alfred Nobel, Bertrand Russell, Anatole France, H.G. Wells, 
Fritjof Nansen, and so on), or libenl Western governments and inter­
governmenta1 organizations (League of Nations, the UN and its sub­
sidiaries), had been the major promotets and normsetters of pacifism, 
antidiscrimination, nature preservation, and general 'humane conduct', 
especially in times of war (Luard, 1967: 7-22). 

The entry of the new social movements into the political arena 
seemed at first a radica1 innovation. But one could argue that they were 
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almost instancly incorporated into the hegemonic liberal discourse and 
organizational frameworks of the core states, as refleaed by the number 
of Nobel prizes won by the activists, invitations to address the UN and 
various prestigious conferences, or, in the case of the Soviet bloc 
dissidents, the extensive use that they made of the Cold War propa­
ganda machine in the West. Nonetheless, by recognizing and promoting 
people like Martin Luther King. Havel, Mandela, Sakharov, and various 
civic resisters of the military regimes in Latin America and Asia, the 
core states had to accept and take into consideration thcir agendas, at 
least publicly. The fact that self-established watchdog NGOs, such as 
Greenpeace and Amnesty International, have been able w transform 
themselves into influential global agencies is certainly of major impor­
mnce. Successive democratization waves that swept away or critically 
eroded dozens of dictatorial regimes of all sorts worldwide since the 
la.te 1970s were triggered by the Kondrntieff-B squeeze. The concrete 
historical forms that the subsequent popular movements, reforms and 
revolutions took, however, were quite clearly far more part of the legacy 
of the politics of the 1960s than outgrowths of the post-1945 liberal 
discourse of US hegemony. 

As to the former national liberation movements of the peripheries, 
a trajectory of decline, degeneration and collapse was equally pronounced 
since the mid-1970s, albeit with far more terrible cruelty, as always in 
the wretched zones of the world. Generically speaking, these move­
ments found the difficulties of national development vasdy aggravated 
by the worldwide economic stagnation, and the structural adjustment 
programmes imposed by the West. Joining the allegedly alternative 
socialist world-system seemed less and less attractive, as it became ever 
clearer that it was at most a geopolitical bloc within the world-system, 
and precisely lacked the economic foundations to become a system on 
its own. The Bandung era of Nasser, Tito and Castro was over. After 
the great offensive, the battlefield was littered with human and institu­
tional wreckages and belonged to the marauders, such as Saddam 
Hussein, Yugoslavia's ex-Communist warlords, or Africa's lumpen­
militariats, as Ali Mazrui wryly branded them (1973). 

The last fortresses of states whose regimeo;s derived from national 
liberation movements of oneo; varidy or another were besieged by anti­
secular militants of despair (India, Egypt, Algeria, Sri Lanka, Tunisia, 
Peru, Tadjikistan). After 1979 an increasing number of antisecular 
movements were successful in storming the states (Irnn, Sudan, 
Afghanistan) or, failing that, in being invited into the ruling coalitions 
(Isr2el, India, Pakistan, Turkey, but also the United States). Mainstream 
religious organizations worldwide have also been targets of religious 
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militants, paying the price for their cohabitation with the secular 
authorities and accommodation to lay ideas. Religious fundamentalists 
represented genuine protest but hardly emancipatory movements, at least 
in contemporary terms. On closer look, it also becomes obvious that 
they have not been trying to reverse history, as is usually asserted about 
them, but rather to take over the discredited national devdopmentalist 
project and reformulate its values and social base (see Abrahamian, 
1992, for the paradigmatic case of Iran; Sivan, 1992, for the Arab 
countries; and Hewitt, 1990, for the Com11nidadts edesiJsticas de base in 
Brazil). Essentially, the peripheral fundamentalists have tried to take 
over the cause of development just as the nationalists and the socialists 
of the previous period were in fact dropping it. Hence the sttess on 
both the grassroots community of marginalized anomie Third World 
dwellers and the mythologized notions of religious meta-communities -
Islamic Umma, Sikh Halsa, the caste order in Hinduism, the Christian 
brotherhood in liberation theology. 

In the core, probably the first signs of the drift from secularism 
came in the bizarre form of the rapidly proliferating 'new religious 
movements' based on an avid interest in non-Abrahamic practices and 
doctrines. These movements recruited mostly among the younger 
generations in Europe and North America. In contrast to the thc:osophic 
elitism such movements exhibited at the turn of the twentieth century, 
the new mysticist groups actively proselytized and attracted quite a size­
able mass base (tens of thousands of 'full-time' adepts with arguably 
hundreds of thousands of short-term followers). This phenomenon 
received an enormous amount of attention. Robbins has compared the 
impact of the 'new religious movements' on the sociologists of religion 
to 'the discovery of some 300 new species of lizard, including a few 
dangerous man-eaters, on a scholarly association of herpetologists' (1988: 
13). The attention was, however, more than academic. At least in the 
core countries, most people still expected secularization and the 
Enlightenment to be irreversible. The explosive growth of the militant 
fundamentalist movements in the 1970s and 1980s came to shatter this 
belief and instil gloomy expectations of the return of the Dark Ages 
(incidentally, very similar to the now half-forgotten fears of a 'new 
obscurantism' in the interwar period, the previous Kondratieff B-phase). 
Fundamentalists certainly reflected an antisystemic strategy that 
challenged the West and its capitalist modernity, and saw the modern­
iring state as the most oppressive aspect of it. Yet it is hard to conceive 
of these movements as a full-weight replacement to the national libera­
tion movements. As with the Greens in relation to the 'old left', or the 
East European democrats to the Communists, the new stage resembles 
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thus fat more a life-after-death of the old movements and ideas than 
the dawn of truly new ones. 

Considering the antisystem.ic movements in relation to the states, it 
seems ironically that the states have been losing their direct adversaries 
precisely since, and in large part because of, the revolutionary upheavals 
of 1967-73. Aside from the terrorists, who may be judged as still de­
fiant but non-durable, other antisystemic movements no longer devote 
a central place to the state in their WeltafiJ(haNtmg. To use one of Lenin's 
typical phrases, this may 'reveal to aU countries something - and some­
thing highly significant - of their near and inevitable future' (Lenin, 
1975, 291-2). 

Even the terrorist organizations differ from the older guerrilla move­
ments in one very important sense. If the guerrilla movement of the 
pre-1967 epoch had essentially an 'old left'/national-liberation pro­
gramme - that is, had as the most important middle-term aim the 
seizure of state power- most of the post-1967 terrorist organizations in 
both North and South did not envisage such goals. They were trying 
instead (somewhat like the underground movements of 1815-48 in 
Western Europe) to create conditions for a dramatic change in, or the 
tom! demise of, the state and social order as such. If the terrorism of 
the 1970s and 1980s represented an aftershock of 1968, then the distance 
between the latter and the earlier twentieth-century guerrillas may be 
compared to the d.ismnce between the new antisystemic movements 
and the old ones. 

In addition, the murky world of espionage seems to have shared the 
difficulties of this time of troubles. The CIA and MI5 underwent major 
public scandals. The Soviet KGB and the Israeli Mossad and Shin Bet 
lost much of thdr mystique and myth of omnipotence due to nwnerous 
embarrassing defections and domestic power struggles. The competition 
offered by the newcomer special services of the Third World, terrorists, 
and international criminals enormously complicated the spy universe. 
The net result was that these espionage services began to lose some of 
the unquestioned aura and national legitimacy they had previously 
enjoyed, a further reduction of the real power of the states. 

The arms race appears to have accelerated in the 1970s and early 
1980s. Obviously, more and more states, after reacting to the new in­
stability of the early 1970s by expanding their apparatuses of coercion 
and eventually embarking on internal and external war - Chad and 
Chad/Libya, Nigeria, Uganda/Tanzania, Somalia/Ethiopia, Sudan, 
Western Sahara/Morocco/Mauritania in Africa; •internal wars' in 
Argentina, Uruguay, Chile, Colombia, Venezuela, Peru, Bolivia, 
Guatemala, Nicaragua in Latin America, plus the •externalized' Falkland/ 
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Malvinas South-North clash of prophetic significance; the entire Middle 
East with the special case of Lebanon; Afghanistan, Indo-Pakistani 
conflicts, Cambodia/Vietnam in South and Southeast Asia. Military 
takeovers also grew, although there is no clear pattern in the simple 
number of such events. By 1987, according to the above-cited UN 
report, there were fifty-nine military governments worldwide. 

Yet very soon this trend towards military-bureaucratic regulation 
would be reversed in spectacular waves of worldwide 'democratization'. 
By 1990 there were hardly any military regimes in Latin America, while 
elsewhere a growing number of both weak states (Togo, Mozambique, 
Tanzania) and stronger states (South Africa, Turkey, Thailand, South 
Korea, Taiwan) began to democratize -that is, rely more on negotiation 
within the political and economic elites rather than outright military 
and police repression. This shift was not without certain reversals 
(Algeria being perhaps the most notable, but there was also the impo­
sition of nationalist dictatorships in many former Communist states 
where national uprisings of the late 1980s helped to destroy the previ­
ous monopolies of state power). The effects of democratization on 
state cohesion seem mixed at best. While in some states situated in the 
zones of exonomic expansion (Chile, South Korea and Taiwan) democ­
ratization obviously made the states more legitimate in the eyes of their 
subjects, in many more places the trend appeared more like a desperate 
attempt of the local elites to prop up their positions in the changing 
world-system by explicitly subscribing to the dominant ideologies and 
thus getting external recogniti~n. Many peripheral and semiperipheral 
states have been increasingly una.ble to control their territories, or have 
collapsed altogether. Between 1978 and 1990, Lebanon did not exist as 
a state. Lebanon was restored under Syrian 'proconsulship', but this 
kind of stabilization may be viewed rather as an instance of a conquest 
impossible to legitimate and thus as a sign of destabilization of the 
interstate system. As of 1990, there was no Liberian, Afghan, or Somali 
state, with few viable prospects for their .restoration. The wars in former 
Yugoslavia and the conflicts in the former Soviet republics became the 
most 'northern' of the 'southern' stare collapses, directly endangering a 
significant part of the core (Western Europe). 

If one takes as an indicator one of the most respected compendia of 
indicators, the UN .&port on the WorM Sodai Situation, we note that between 
1952, when it began to appear, and 1982 it mainly consisted of chapters 
on demography, health, education and urbanization. In 1982 the structure 
of the report underwent a sig.Uficant change. Chapters on civil and 
political rights and disarmament were introduced for the first time, and 
in the Preface a very interesting new tonality made its appearance: 
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Recent economic 3etbacks have not only dampened expectations but aJso 
exposed the limits of the cole of the nation-state as a manager of socio­
economic change .•.. Various forms of political instability occurred, especially 
where Governments were stt11 faced Wlth the formidable task of building 
~imultancously a nation and a viable economy. Often, more authoritarian 
types of government emerged as a response to this instability. It also took the 
form of decline in public and private bchavwur. The weakening of various 
forms of authority and of accepted values which bound individuals together 
has gradually generated both a greater individual freedom and a more fragile 
society .... Attitudes towards public authormes were often marked with 
dc:Ji.ance. Laws., regulations., taxes were increasingly questioned and evaded. 
Alcoholism, drug addiction, crimmality, iHcsponsibility vis-i-vis fellow men 
and the community were seemmgly more frequent in many societies with 
different cultures and d1ffercnt levels of development (UN, 1982a: 1-2). 

With the expectable lag in terminology and style proper to this inter­
national body, called upon to express nothing less than the aggregated 
opinion of global humankind, the report succinctly sums up the trend 
we have been trying to detect in its multiple and numerous manifesta­
tions. In 1985 the UN &jmrt included yet another new chapter, 'Vio­
lence to Groups and Individuals'. Two more interesting statements were 
made: 

Religious revival, however, appears to be .a strong factor in several current 
CIVIl wars and conflicts .... Also, the long-term uend of secularization, or 
laicizarion of the social order, has been increasingly questioned and, in some 
instances, revetsed .... 

The welfare state was looked at critJ.cally. ... In many developing countries 
financial resources became so scarce that ... these states had to face a strug-
gle for survival (UN, 1985: 25-6, 89). 

One of the expressions of this mounting instability and weakness of 
the state is undoubtedly the much lauded and hoped-for global democ­
ratization of the !are 1980s and 1990s. Another indicator would certainly 
be the pressures for human rights and the new centrality of so-called 
'minority issues', which came into the limelight in the 1970s, and now 
proliferate not only in the core but elsewhere in the world-system. ln 
the case of the former Communist counuies of Eastern Europe, it is 
most apparent that democratization is primarily a result of collapse of 
the states, and of social disorder. 

The resistance of the core states to absorb ideologically the minorities 
of 'colour' (ftom the South) has led to calls for 'multiculturalism', which 
are in rurn resisted. As a result, the states find themselves caught between 
two fires - the 'muJticulruralist' pressures from the increasingly more 
effectively organized 'Southern' minorities on the one hand, and 
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xenophobic Christian or even pre-Christian fundamentalist right-wing 

- populists on the other. 
Liberalism as the dominant ideology of the world-system is thus 

caught in numerous ideological and political complications that previ­
ously it could largely gloss over or ignore altogether. Minority rights 
undermine the 'one man, one vote' principle; affirmative action contra­
dicts meritocracy; the state is viewed by the right-wingers as 'unduly 
meddling', and by the minorities as inadequate, untrustworthy and hypo­
critical. 

What is at stake is the whole Jacobin project of political modernity 
- that is, nationalism as the primary mechanism of uniformization and 
articulation of populations into modern state apparatuses. Indeed, 
communities have to be imagined to become real, and when they are 
imagined as nations (Anderson, 1991) the principle of nationalism 
demands that ethnic units become congruent to political units - every 
Ruritanian upon becoming conscious of being Ruritanian must fight for 
all Ruritanians - usually regardless of the price (see Gellner, 1983). 
Meanwhile, the modern world-system appears to allow for far fewer 
states than there may be contenders. Thus, the very proliferation of 
nation-state-seeking undermines the state-imposed order. 

More than sixty states - that is, more than one-third of the total, 
according to UN estimates - face grave and immediate separatist dangers. 
Very few separatist movements in the period since 1945 have succeeded 
in creating full-fledged states of their own (the most notable example 
being Bangladesh, which had the unusual advantage of great physical 
separation from the other part of Pakistan). However, the collapses of 
Yugoslavia and the USSR in 1991 brought into existence a sizeable 
number of new internationally re<:ognized independent states, and 
brought in its wake the dissolution of Czechoslovakia. 

Warlordism seemed once again to be rampant throughout the more 
and the not so distant zones of the world-system. Many guerrilla move­
ments degenerated into this form of organization of power in the 
conditions of state coUapse. Parts of the Philippines, Cambodia, Burma, 
Thailand, Sri Lanka, India, Afghanistan, Lebanon, Chad, Uganda, 
Mozambique, Angola, Somalia, Liberia, Sudan, Ethiopia, and now 
considerable stretches of the former Yugoslavia and USSR were being 
ruled by armed groups with or without nominal political agendas. 

State de<:entralization has been another side of the same process. 
This phenomenon is much more general than the students of Western 
public administration have usually believed, since the re-emergence of 
'traditional' ot fundamentalist structures of public power in the South 
for them has been generally classified as anthropology, and hence 
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divor.::cd from the trend in the oore zones towards localization of 
governance. The tendency, already present for the reasons described 
previously, has been much reinforced by the 'new openness' imposed 
through the IMP structural adjustment policies, which reversed most of 
the statist-nationalist policies of the previous A-phase. In the periphery 
and semiperiphery, the dismantling of the state, in favour of lower 'sub­
state' and higher 'supra-state' levels was painfully obvious. The post­
colonial putative nation-state was becoming merely a legitimizing mask 
for both levels. In this light, Baker poses the tanulizing question: 'The 
economic weaknesses and vulnerability of the colonial state at inde­
pendence , .. have persisted. Will the [post-coloniaq state now become 
the midwifo of the new rokmialiJm?' (1991, 362: emphasis in original). The 
attempted intervention in Somalia, which was cerc:ain.ly meant to become 
a pattern of such neo-colonial humanitarian interventions, has shown 
that even this warning might be far-fetched. Imperialism requires far 
more political will and resources than were available in the end of the 
US hegemonic cycle, especially after the complicit USSR was no longer 
a player in the peripheries. 

At the same time, the planetary ecosphere and everything related to it 
ascended during the 1967-90 period to the posicion of being both the 
biggest scare and the biggest hope of humankind. By the beginning of the 
1990s, environmentalism as a social phenomenon appeared to be deeply 
divided into several competing and disjointed curteflts. Some appeared 
quite antisystemic, but others dearly belonged to the core's Establish­
ment. Furthermore, environmentalism operated at all levels, but it 
conspicuously tended to gravitate towards putting its aims above and 
below the nation-state, either in cosmopolitan global environmental 
agencies, private and internationa1, or at the local levels of grassroots 
pressure groups within local communities or provinces. Though there 
were important examples of statist environmentalism, it was rather 
exceptional, typical only of countries with a traditionally strong state 
separnted from the civil society, such as France (de MontbriaJ, 1990: 363). 

The prevailing currents of environmentalism since the late 1980s were 
global environmental management and global ecology. In one or another 
form they were supported by the immense resources of Northern 
capitalist groups, state governments, and interstate agencies. This type of 
environmentalism clearly represented the la~st version of liberal ideology 
in its two vru:iants: conservative neo-liberalism and social-democratic 
reformism. It was apparently hoped that this brand of technocratic envi­
ronmentalism in tandem with r:he slightly reformulated developmentalism 
of 'sustainable development' might represent a viable alternative to the 
crisis in r:he 'ideological cement' of late-twentieth-cenmry capitalism. 
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This indica.tes one direction of possible future development in the 
capitalist world-system. The closely knit web of international and major 
nation-state bureaucracies, both scientific and managerial, public and 
private, may seek to legitimize themselves by assuming the functions of 
global management and security. Environmentalism, with its live human 
passion and exceptionally wide public acceptance and support, with its 
extr~mely successful propaganda campaigns and universally appealing 
slogans (nothing less than 'Save the Earth!'), its heroes and martyrs 
(Chico Mendes, Joy Adamson, Vladimir Chernousenko), may provide 
an exceptional opportunity for possible political restabilization in the 
'post-modern' fragmentation and morass. 

Indeed, 77 per cent of Americans polled in 1989 responded that 
their purchase de<:isions would be affected by a company's reputation 
with regard to the environmental issues (Miller, 1991: 216). DuPont is 
currendy leading the way in advertising its 'eco-image'. In a spectacular 
move, US tuna producers adopted expensive dolphin-safe policies before 
they were mandated. In another example, sales of beneficent insects in 
the USA have tripled between 1985 and 1990, while the medical waste 
disposal industry was expected to further increase by $5 billion by 1995 
{Miller, 1991: 216). Even more impressively, a 1989 Ne111 York Times poll 
showed that 80 per cent of regular US voters agreed with the state­
ment: 'the standards for protecting the environment cannot be too high, 
and continuing improvement must be made regardless of costs'; in 1981, 
only 45 per cent agreed with this (Miller, 1991: 206). 

It should be added that eco-safe technologies have been rapidly 
becoming another production advantage providing for monopolistic rent, 
while the enormous costs of an eventual global dean-up might offer 
taxpayer-sustained markets (managed through states or international 
agencies) capable of serving as a substitute for the increasingly dis­
credited military-industrial Keynesianism of the twentieth century. 

Curiously, modern-day ecological campaigns in many ways resemble 
Abolitionism, another great humanistic issue that had moved in the late 
eighteenth cenrury into the centre of public debates to become a major 
tool of imposing British hegemony, and provided the Nonhero elites of 
the United States with an appropriate discourse in their struggle to 
become a world power. As in the case of slavery, the defence of an anti­
environmental stance has today become an arduous task, the sign of an 
eccentric conservatism. 

As compared to Abolitionism, the biggest problem with global 
environmental management is not even that the whole agenda may be 
too easily transformed into an antisystemic tool, or messed up by an 
effort of the ruling groups of the South, which might possibly unite on 
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a platform of sustainable development and forcefully demand their share 
of the 'post-industrial' eco-safe technologies instead of the outdated 
smokestacks. After all, successful ideologies of historical capimlism have 
invariably been revolutionary in style, thus balancing dose to the edge 
of antisystemic consequences. 

The problem is that environmenta1 management does not seem revo­
lutionary enough; hence it may be an immanent failure from the outset. 
The crusade to save the Earth doesn't seem feasible given the present 
lack of coordinated political will and available resources among the 
possible contenders for an eventual future global hegemony, which leaves 
us with another very big question mark in the interrogation aboU[ the 
future. 

Table 6.1 World heroin and cocaine seizures, 1947-82 (kg) 

1947-66 (ann112l average) 
1967-74 (annual average) 
1975 
1976 
19n 
1978 
1979 
1980 
1981 
1982 

Heroin 

187 
953 

1,708 
2,583 
2,377 
2,441 
2,070 
2,510 
5,613 
6,153 

Cootine 

41 
625 

2,406 
2,419 
3,977 
5,391 
8,365 

11,820 
9,541 

12,092 

SoNtu. UN DMs10n of Naocouc Drugs ~AR/1/1984, ~ Q( Ta.xls m Drug~ 
and Illiat Traffic. Cited in Arlacchi, 1986. 
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figure 6.1 Stability of the share of the vote among the generic political 
cunents of twentteth·century Europe 
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Figure 6.2a Italy, annual rate o£ murders and attempted nuudert per 
100,000 population (1881-1990) 
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Figure 6.2b Honuode uend 1n the United St11tes, per 100,000 populati.( 
{1900-1985) 
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Figure 6.2c The common trend Jn crimes of theft and violence in West 
societies {1830-1970) 
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Figure 6.3 Total French taxes, 1597-1966, stated as worker hours of wages 
and worker hours per capita 
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Structures of Knowledge 

Richard Lee 

A principal chamcteristic of the modern world-system has been that 
science has become the summit and the model in the hierarchy of its 
intellectual disciplines. This 'structure of knowledge' attained definitive 
ascendancy over religious, spiritual, transcendental 'belief systems' as the 
dominant mode of human understanding only in the nineteenth century, 
in complex articulation with the social and political struggles of the time 
and their institutional/intellectual manifestations. The old belief systems 
did not disappear. They have taken their place within the framework of 
a binary opposition, science/humanities, which has constantly deepened 
through internal, although not uncontested, transformation. 

In 1959, C.P. Snow g.lVe voice to a widespread perception of the 
contemporary situation: 'Literary intellectuals at one pole - at the other 
scientists, and as the most representative, the physical scientists' in whlch 
'the feelings of one pole become the anti· feelings of the other' (1 965, 
4: 1 1). Others, however, have argued that between the two poles there 
has emerged a 'third culture': the human or the social sciences. 1 

The crisis of the long-term process reproducing this structure is at 
present manifest in its inability to contain internal contradictions. What 
we shall spotlight is the unfolding of the socio-cultural legitimation of 
conflicting modes of knowledge formation intimately related to (and 
not merely correlated with) economic and political life. Thus we hope 
to illuminate some of the shadowy premisses grounding the seeming 
•naturalness', or inevitability, of the structures of power and accumulation 

1. See Lepenles, 1988, for 1he establishment of thai 'third cultute', the social 
sciences (especially sociology), between scien<::e and literature; see Williams. 1983: 87-
93, for the concept of 'culture' ittdf. 
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which have been dominant during the last half century. We shall thus 
examine the intellectual tenain of the post·1945 conjuncture, then 
consider the complex articu1ation of countertendencies, and finally survey 
the contemporary scene of crisis and opportunity. 

From 1945 to 196?/73: The Construction of Consensus 

The period 1945-1967/73, the conjuncture of US hegemony and 
Kondratieff expansion, coincided with, was marked by, a deepened id:e.o. 
logical commitment to a universal science, empirical and positivistic, 
expressing the Enlightenment ideal of endless progress implemented in 
an ultimately law·like (Newtonian, mechanistic, and hence in principle, 
predictable) world. 

In 1945, the power of 'the bomb' sealed US hegemony. 'Atoms for 
Peace' (or better, the Manhattan Project itself, the prototype of 'big 
science') soon became the metaphor of material progress through rational 
(Western) science. Vannevar Bush, in his report to the US President, 
Science, Tbt Endkss Frontier (1945), linked well·being at home and geo· 
political dominance abroad to progress in science/technology through 
government·sponsored basic research in academia and, to a certain extent, 
industry. US government expenditures for basic science increased a 
hundredfold from the pre·1945 to the immediate post·1945 period 
(Greenberg, 1967). And the United States has since dominated world 
knowledge production. This can be gauged by considering Nobel prizes 
awarded in science- 1940s, 43 per cent; 1950s, 48 per cent; 1960s, 49 
per cent; 1970s, 52 per cent; 1980s, 56 per cent (Broad, 1991); or by 
comparing 'major social science advances'- 1900-29: Europe, 33, North 
America (USA), 12, Other, 4; 1930-65: Europe, 11, North America 
(USA), 41, Other, 0 (Deutsch, Markovits and Platt, 1986: 407). Political 
leaders and institutional policy·makers in the core, and eventually through· 
out the world, presumed a close correlation between science, techno· 
logical progress and economic/military security, undergirded by a vast 
intellectual Establishment which reinforced the consensus. 

From at least the middle of the nineteenth century, the dominant 
epistemology of science had been increasingly positivistic - truth associ· 
ated with observable facts and the laws governing their relations. Logical 
positivism, in the analytic tradition and heir to the empirical legacy, 
gained ascendancy during the 1920s and 1930s.2 Its 'verification principle' 
- the meaning of a proposition is the method of its verification -

2. See Hanfting, 1981; Ayer. 1959; and Weitz, 1966. 
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admits as mearungfu1 tautological statements (such as mathematJcs and 
l<>g~c) or statements verifiable through observation. All others (such as 
metapbystcs and theology), bemg unvenfiable, are considered mearung­
less, neuher true nor false. The corollanes - that the only vahd knowl­
edge ts sc1enufic and that sctence IS urutary- deepened the gulf between 
the (orderedflawhke, factualjexposttory) sctences and the (chaotic/ 
anarchic, lmpressiOmsnc/poeac) humamtles, with the posmon of that 
archipelago of m-between d.Jsc1plmes, the social sctences, a matter of 
fierce debate. 

Penodtcally pronounced dead lll favour of more fleXlble eptstem­
ologtes, the ghost of logtcal postUv1sm reveals ttsdf a very acuve 
revenant. Attacks on the status of the prmc1ple of venficanon, cnncal 
revtew of such precepts as the presumed tndependence of 'facts', and 
the realization of the Importance of context and models 1n explanation 
have cbscrecbted It. Nevertheless, 1n addtoon to the ideological mfra­
structure It offers, tins plnlosoplncallrneage continues to profit from an 
enduring association wnh the very real accomplishments of twentieth­
century science and technology (associated with determinism and 
predtctability) 1n understanding and controlling the matenal world 

Associated Wlth positiVISm, the re~gnmg theoretlcal/methodologtcal 
perspectiVe of US social sc1ence(s),3 was functionalism It putatiVely 
exammed 'the contnbutlon whtch soctal Items make to the social and 

3 In 1942, Hempel renewed the IdJograpluc/nomotheuc debate by 'repudlat[mg 
the] rejecnon of law m hlstonography' (Weitz, 1966 254) In assmulattng the social 
sciences to one umfied SCience, behaVIounsm (see Watson, 1925, Sktnner, 1971) WliS 

Integral to the arguments of the logtcal poslt!VISIS 

[S]oc,ology IS not a 'moral science' or 'the study of man's spmtuallife' (Sombart's 
'Getsteswissenscluft') standmg m fundamental oppom.1on to some othet saences, 
called 'natural sciences', no,'" soaal btbav1onsm, 1W!ohg, 11 "j>llrl of nmft~d mma 
The jmltfolnm of sottal beb.w.onsm 11 dehllllfilnlkd I:J tbe ertttblubme~tt of lltlll tofT(/aholfi 
and l!J tbe rnrrelffol prtdtcllons made Olf tbe bam of thml (Neutath, 1959 296, 317) 

Behav1ounsm was fundamentally linked to empmcal studies (often m all!mal psy-
chology) of actual responses - an expenmental method based on the observanon of 
mdependent cases- and thus could claim 'objectlviiy' By the 1950s, when Its moment 
lud waned somewhat m psychology, 11 became wulely mfluentlal 10 polincal saence 
The tendency was to favour empmcal, quantitative techruques, and hypothesis testmg 
(see Dahl, 1963, Meehan, 1971) In the vo1ce of a SOCiolog~st, '[ajs a SCience, sociology 
has as Its objecnve the fundmg of knowledge Wlth the goal of all SCience of acluevmg 
predictability and explananon through rcse:an::h' (Hauser, 1981 63) 

Soc:tologtsts 'of different persuasions JOmed hands m attempting, unsuccessfully, 
to have soaology mcluded m the ongmalleg~slauo.n establishing the Naoonal &Jencc 
Foundation' (Volkatt, 1981 65-6) S1gruficandy, m 1968 the soc1al sCiences were added 
to a l.tst of fields the Foundation was directed to support, a separate duectonte fot 
socml saence WllS created 10 1991 
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cultural hfe of human collectiVIties .... Functional analysts ... consiSts 1n 

examuung soctal and culturalttems by locaung them 1n a wtder context' 
(Cohen, 1985: 322-3). It Informed anthropology, soctology, psychology, 
architecture, and even the philosophy of mmd. In sooology thts per­
spectiVe took the form of structural-funcuonahsm and was allied wtth 
survey analysts based on quantification and a comparative method, 1n 
practice, It de-emphasiZed soctal change and confhct. Moderruzatlon 
theory4 represented the effort of Western sooal sctence (tn the hght of 
the Cold War and the pohtlcal drtve for national hberatton) to come to 
grtps wtth a world whtch tncluded the non-Western and non-ncb. It 
both expressed a real concern for development and harboured a pohtlcal 
component m the search to control the appeal of Commurusm m the 
Thtrd World. A Sovtet verston murored ns Western counterpart 
Theorists posited contemporary Western/Sovtet soctety as an end pomt 
towards whtch the Thud World was 'developmg'. In so domg, It wouJd 
achieve both the same econonuc successes (mdustnahzatlon) and surular 
pohucal organtzaoon (democracy/soctahsm). The comparaove perspec­
tive defined each pohucally bounded state as a 'soctety' and cast tt as 
an Independent 'case' for analysts. 

Whether m the form of logtcal posttlvtsm or structural-functionalism 
and modermzaoon, the dommant mtellectual currents m Western science 
and soctal science earned the humanities along on the same ttdes and 
swells As Eagleton has wntten of US New Cnttcism, 'the literary text 
was grasped m what rrught be called "functionalist'' terms: JUSt hke US 
functtona.ltst sociology, It developed a "conlhct-free" model of soctety, 
m which every element "adapted" to every other' (1983· 47) The pohocal 
unphcaoons were dear,5 Anglo-Amencan emplttclsm wedded to descnp­
tlon, the reality of external relations, and the mdependence of matenal 
obJects (subJect/obJect dtsonctton) here found an echo. The 'sctenttfic' 
psychology and behavtouriSt pnnctples of I A. R.Jchards' work m the 
1920s hoked Enghsh 'dose readmg' to the Amencan New Cnuc1sm 
whtch wouJd carry through an absolute obJecUficatlon of the text. Text, 

4 See Rosrow, 1960, Eisenstadt, 1966, 1973, and Huntington, 1968 For crlttcal 
teVIews of Rostow, see Batan and Hobsbawm, who specifically Situate the unponance 
of th1s work m Its value as a cold war document rather than m 1ts mtellectual content 
(1961 242), and fot Hunangron, Leys (1982) 

5 '[It was a) tectpe for pohttcal merna, and thus for subnuss1on to the pohttcal 
Status quo The bnuts of New Cntlosm were essentially the bouts of hbcral democ­
racy the poem, John Crowe Ransom wrote, was "hke a democratiC state. so to speak, 
wtuch realn:ed the ends of a scare wtthout sacnficmg the personal chuacter of Jts 
Citizens" It would be mteresnng to know what the Southern slaves would have m2de 
of tlus assertiOn' (Eagleton, 1983 50) 
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in fact, was largely equated with poetry by the New Critics. Its very 
opacity could be manipulated through an analysis of its internal 
'tensions', 'paradoxes', 'irony' and 'ambivaJences' to encapsulate it and 
place it outside history and floating above social context. The self­
enclosure is evident in the title of Cleanth Brooks' 1949 classic, The WeU 
Wrought Urn. These attributes put New Criticism in syntony with a 
garland of conservative undercurrents - that is, the aesthetic of the Old 
South of Ransom and the politics of T.S. Eliot. The New Critics 
presented themselves as anti-Establishment, while in fact buttressing it 
in the medium term. 

Having flourished from the 1930s through the 1950s, the New 
Criticism finally succumbed to the onslaughts of structuralism and !at~ 
poststructuralism. It was, nonetheless, a key element in the academic 
professionalization of criticism both for its 'objectivity' (which, in line 
with 'scientific' thinking, contributed to its legitimation as knowledge) 
and for its formalist characteristics (which made the instruction of large 
numbers of uodergraduates considerably easier). However, much in the 
manner of logical positivism, it continued to be a practical formula, 
widely practised if not preached. Finally, 'traces of the New Criticism 
(we]re found in yet another way: in the repeated and often extremely 
subtle denial of history by a variety of contemporary theorists' (Len­
tricchia, 1980: xili). 

It was on this intellectual pegboard that the political struggles of the 
period were hung. Whenever opinion at the centre could not be 
homogenized, efforts were made to control the expression of dissent in 
the political domain.6 In addition, a central arena of the campaign was 
the mass culture propagated from Hollywood. '[F]ar from being an 
industry representing traditional America, Hollywood was at the center 
of a contest to determine the futw"e of politics and national identity in 
the postwar era' (May, 1990: 358). It soon became the major purveyor 
of film and television, and the cultural values that were their baggage, 
to the whole world, its products no less subject to the trends of the 
world-economy than any other commodities. 

In the socialist East, dissent was managed through state censorship 
and individual repression (countered by underground organization and 
'samizdat' literature) - unless it could be useful, as with the publication 
of Solzhenitsyn's On~ D19 in tin Lift of Ivan Deniswich as part of Khru­
shchev's de-Stalin.ization programme. Protest, Bast and West, was 
regularly met with an array of force, from job pressures and individual 
intimidation, to proxy violence and covett operations, to incarceration. 

6. For Jhe li~eratWe o.a the USA, see lssermilrl, 1987: 221 n.2; 222 n.t. 
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Ideological batcles were fought in the realm of 'high culture' as welL 
Ounng the 1950s the stature of Russian/Sovtet arts In the West was 
demgrated (socialist teahsm), or mininuzed (constructivism), or assimt­
lated mto a larger context, as the work of Berdyaev and Dostoevsky 
was to existentialism (see, for example, Friedman, 1991). US cultural 
imperialism was mobilized overtly through the United States Information 
Agency (USIA). and covertly through the CIA, but also through the 
Museum of Modern Art exporting abstract expressiorusm. 7 As1a and 
Laan America were spec16cally targeted along w1th Europe. The CIA 
'recogruzed that d1ssentmg intellectuals who beheve themselves to be 
acttng freely could be useful tools m the mternational propaganda war'. 
Rockefeller and others at MOMA 'consciously used Abstract Expres­
storusm, "the symbol of political freedom;• for polmcal ends' (Cockcroft, 
1992: 83, 90). 

The European challenge to US hegemony in the cultural atena (as in 
the military and political arenas) came most notably from France. De 
Gaulle had shown his distrust of the USA as the tutor of European 
mterests. In 1963 he wtthdrew French armed forces from NATO 
command and estabhshed an independent fom de frappe. One response 
was 'cultural diplomacy'. The articulation of power, values and consensus 
came to a head in the events surrounding the 1964 Veruce Btennale, 
which France had long dominated. The US presence, under financial 
Stram as was the entire exhibition, found eventual funding through the 
USIA (the US government would 'save' modern art) and overflowed into 
an annex (unprecedented before or after) where pop art could be 
presented as a substantial movement. European cntics dubbed this 
Amencan expansionism. 

Amencan cones explamed Rauschenbe~:g's vtctory m terms of aestheoc superl­
orJty .... Alan Solomon, the curator of the US exhib!t:lon, summed up ... 
sentiments m a pubhc statement made just poor to the US VIctory; The 
whole world cecogmzed that the world art center has moved from Pans to 

7 Absw.ctexpresS10rusm (offictally consecmted wtth the MOMA exlubtt of1951) 
- 'uneqwvocal cxpresstons of tenor, tragedy, and ultmute harmony m confrontations 
wnh Man and His actions. particularly wtth [the arnsts1 own 1nner selves and theJt 
actJvtty as artists' (Retse, 1992: 262)- was exphcttly contrasted wttb the 'superficul', 
'state-controUed' Scmet socrabst realism. llus latter, 'the offioal vulganty, the certi­
fied vulganty' (Greenberg, 1948: 579), could be fused wnh N:w and FascJSt'tota.IJtanan' 
art, as Greenberg suggested (1948: 578; see also Golomstock, 1990). But estabhslung 
the supenonty of Western (US) culture reqwred dazzbng SllllbrtSanls. Greenberg's re­
wnung of the lustoty of the debates wtdun the Sovu:t arts commuruty - consttucnvtsm 
'\>ersus' soc~abst teahsm - was necessary for the eve•ttual refusal to mcorporate 
consnucUVlsm mto the pantheon of the neo-avant-garde (Buchloh, 1990). 
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New York'. Yet Solomon admitted privately that 'we might have won it anyway 
(apart from the question of merit), but we really et1gineered it'. (Monahan, 
1990: 369-70) 

In the core, Great Britain discovered a 'new affluence'; the Federal 
Republic of Germany experienced an 'economic miracle'; and 'tnuli­
tional American families' savoured the ideal (lf not the reality for many) 
of an insular and achieved well-being - a status quo to be protected -
in idyllic suburban Levittowns awash in Lawrence Welk and Norman 
Rockwell where everything on the 'other side of the tracks' could be 
ignored. Geoculturally, the hegemonic power exported the promise of 
development in the guise of images of progress. But always the 'new' 
was contrasted with 'old' forms (classical music, ballet, opera), which 
were the mainstays of Soviet cultural forays& and the French modernist 
presence (Roger Bissiere) in Venice. The 'revolution' of Rauschenberg 
was presented as 'apolitica1 and affirmative' over against the abstract 
painters' traditionalism and formalism (Monahan, 1990: 387). Pop art 
could be billed as embodying the ideals of the new Kennedy admin­
istration, while the (advertised, constructed) essence of abstract 
expressionism had been perfectly suited to the conservatism of the 
Eisenhower years. Always, however, the 'new'. Certainly by 1964, as 
Monahan suggests, 'economic power ... had already won the battle. 
The force of the new issuing from American shores had already 
succeeded in dominating the world with its movies, its magazines, its 
culture' (1990: 407). 

Cultural hegemony, then, in the post-1945 period consisted of a 
perspective derivative of positive science, universalizing and objectifying, 
and an experimental/comparative method leading to (disinterested, 
apolitical) progress associated with predictable results - a perspective 
that permeated not only the sciences but the social sciences as wdl and 
foUild strong echoes in the humanities in consistent, if shifting, articu­
lation with US politica1 hegemony and economic expansion. Even when 
cha1lenged from within a discipline or through political activism, 

8. It is not only wh~t the Soviets exported- danim/ forms- hut also when they 
did dlls. From the 1950s through the eady 1960s New York saw the Bolshoi, yes, but 
also the English Royal Ballet and the Ftench Madeleine Renaud and Jean-Louis Battaull 
Companies. Later, the opening to the People's Republic of Chin~ brought its n11tional 
companies to the USA in similar bids for cultural legitimacy. The USA hrst seized the 
avant-gatde but eventually US ballet companies toured Ellmpe. the Far E11St, and 
even the USSR. Typical of hegemony, Wallerstein notes, is to 'encourage :1 culture of 
liberty, but to constrain it ... to garner the political and eo::onomic advanmges for the 
prevailing dominant interests without reaping the whirlwind' (1982: 119). 
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ingrained ideas retained their commonsense quality: Pavlov's dog still 
wags its behaviourist tail in the popular consciousness and, as with the 
underclass in the core, the Third World is still shouldered with the guilt 
for its underdevelopment. 

But all the while, this intellectual Establishment did not go un· 
challenged. It is, in fact, the more striking when placed in relation to its 
antisystemic, anomaly·ptojecting underside. The analytic tradition of 
positive (social) science, abutted phenomenology, existentialism and 
structuralism. Modernization theory was countered by the dependentistas. 
And the principles of the human sciences, and their institutional struc· 
tures, were challenged by Braudelian Annale!. New criticism, abstract 
expressionism and pop art had to contend with structuralism, surrealism 
and the nouvellll roman. 

Countertrends, resistance and confrontaHon 

On the Continent, phenomenology marked a reaction to positivism (as 
a dear alternative to the analytic tradition) and the perception of a 
disintegrating civilization in the wake of the First World War. Husser!, 
working in the tradition of the Cartesian project, sought a philosophy 
of cenainty.9 But the effect of his labour to place the human subject at 
the centre of a knowable world was not necessarily anti·Establishment: 

The subject was to be seen as the source and origin of aU meaning: it was not 
really itself part of the world, since it brought that world to be in the 11rst 
pla~;e. In this sense, phenomenology reco~ed and refurbished the old dream 
of classical bourgeois ideology ..• pivot(ing] on the belief that 'man' was 
somehow prior to his history and social conditions. (Eagleton, 1983: 58) 

The existentialists (Heidegger, Sartre and others) developed Husserl's 
ideas in directions he sometimes criticized. ln breaking with Husser!, 
who was his teacher, Heidegger attempted to reapture the radically 

9. Hussed's new beginning asserted that the heart of philosophical investigation 
was description, which should begin with deep introspection jettisoning any 'natural 
attitude' (of indepeodcndy existing objects) in favour of the contents of consciousness 
alone. The aim was to return philosophy to the realm of the concrete, but a concrete 
which was intemal and dependent on inruition for access. Schiitz extended Husserl's 
method to the socillll world (an 'interpreted wot!d') in a Webcrian context in reaction 
to the prevalent positivism and behaviourism. Eventually arguing against the a priori 
individual, his work 11l2intained an aUegiance to description and common·sense know!· 
edge (see Wagner, 1983). Phenomenology was the philosophical foundation for 
ethnomethodology and its srudy of everyday activities (Garfinkel, 1%7; Sharrock and 
Anderson, 1986) and has also inftuenced literary criticism (Lentricchia, 1980: ch. 3). 
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historical dimension of meaning. Existence can never be completely 
objectified but remains problematic, a becoming and therefore con· 
stituted by history. Affirmation of knowledge through participation as 
against observation (the positive sciences) placed existentialism at a 
juncture with Dilthey's human studies. The historicism that followed 
entailed a relativism which repudiated eternal truths or all-encompassing 
systems of thought. The themes of repetition, destiny and the tragic 
comply with the vision of Being 'flattened' from the beginning to 

manifest an aversion to any easy doctrine of progress. Nonetheless, a 
re-evaluation of metaphysics in the descriptive sense (man's place in the 
world) instead of the speculative sense (the extension of reason beyond 
the observable to a tmnscendental reality) may also be attributed to the 
existentialist perspective: 'to raise the question of man is also to raise 
the questions of the world, of time, of history, and of man's relation to 
these' (Macquarrie, 1972: 241). 

Since at least the time of the symbolists, artists and writers had 
organized resistance to Establishment modds in just these terms. Dada, 
the immediate progenitor of surrealism, was the coming together of 
what was, in practice, already an international movement of resistance 
and rejection of a world at war which seemed to be at the end of its 
rope anyway. It 'aimed to destroy the reasonable deceptions of man and 
recover the natural and unreasonable order' (Arp, quoted in Ades, 1981: 
114). Anarchic, against everything. it demolished itself (logically, as part 
of that world); but its anti-bourgeois, anti-a.rt attitude survived in the 
surrealists' more constructive campaign ag.Unst realism - 'the realist 
attitude, inspired by positivism ... has for me an air that is hostile to 

all inteUectual and moral achievement' (Breton, 1972: 14)10 
- and the 

10. Balzac had been Man's favollrite author and 'realism' had been the battle cry 
of 1848. On the eve of the lkvolution, Jules Michdet contended th2t 'literature, 
emerging from the shadow of fanwy, will come alive and be real, will become a .form 
o/ action; it will no longer be the entertainment of some individual, or of idlers, but the 
voice of the poople to the people (cited in De Micheli, 1978: 11). Although the 
revolution 'failed', the artists who manned its barricades carried folWllrd the move­
ment in the spirit of De Sanctis ('art can be nothing other than the objective 
representation of reality, its undefotmed e:<pression'), or of Coutbet, for whom art 
consisted 'in knowing how to discover the fullest expteSsion of things that exist' 
(ci~d by De Micheli, 1978: 14-15, 11). However, realism soon bea~me identified with 
the bourgeois liberal Establishment and finally exhausted its emancipatory appeal 
with the faD of the Paris Commune in 1871. The avant-garde movements of the late 
nineteenth centuty and rwenueth century were oppositional roo, but in a new way: 
they contested the premisses of realism by figuring an in~rnalrather than an external 
world and were anri·positivist and strongly inftueneed by non-Western cultural 
expressions. 
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recogmuon of the power of the unconscious and the imagination 
(freud), for which 'automatic writing' (the manifestation of 'psychic 
automatism) provided a key technique. 

Duchamp and Picabia led the movement in New York where it 
strongly intluenced Jackson Pollock, the abstract expressionists, and pop 
art. To avoid diluting the home-grown superiority of his 'American-style 
painters', however, Clement Greenberg sought to expurgate the role of 
surrealism in their devdopment. Thus the imposed consensus of the 
Establishment contained a suppressed resistance, a resistance which 
flowered as insurgent alternatives. Although heavy-handed, Dali's limp 
watches characterized well a disintegrating consensus about the nature 
of time, and Magritte's much more perplexing work 'questions one's 
assumptions about the world, about the relationship between a painted 
and a real object' (Ades, 1981: 133). 

During the 1950s the no~wtall roman confronted many of these same 
concerns - 'a rejection at last of any pre-existing order' (Robbe-Grillet, 
1972c: 81). Robbe-Grillet's 'new realism' (1972f; 1972g: 15) or Sutor's 
'more highly developed realism' {1972a: 11) took up the baton espousing 
the creative and transformative potential of the imagination. "The world 
is neither significant nor absurd; it simply il (Robbe-Grillet, 1972e: 21). 
Any simplistic form of commitment was refused in favour of 

full consciousness of the cur.rent problems of one's own language, the 
conviction of their great importllnce, the determination tO resolve them from 
within. That ... is the only hope of remaining an utist, hence obscure and 
far-off, of someday being useful for something- perhaps even for the revo­
lution. (Robbe-Grillet, 1972d: 46-7) 

Although considering critiques from the surrealist camp as no differ­
ent than the mainstream, Butor is generally positive in his assessment 
of surrealism, especially the (shued) postulate concerning the explora­
tory and transformative power of the imagination (over the 'reaf) (1972b: 
182). To refuse character construction (associated with the high tide of 
the individual) and linear narrative (because it represented an order, and 
'memory is never chronologicalj does not, however, assume the absence 
of human action. Writing for Robbe-Grillet is an intervention, 'less a 
matter of knowing than of conquering' (1972d: 33); the reader is invited 
to participate in the creation and thus learn to invent his own life 
(1972., 16S-9). 

This is reminiscent of the existentialist vision. Sartre extolled existen­
tialism as a humanism, as a 'style of philosophizing' beginning with 
man rather than nature. Stressing action and the themes of freedom, 
decision, responsibility and the emotions (within an environment of 
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focliC41 possibility), existentialist discussion tended to centre on the indi­
vidual, although as a unity, including both body and mind in a context: 
being-in-the-world, being-with-others. This aspect was to be of primary 
importance to the generation of young people who 'seized the moment' 
in 1968. However, the individual component could come to predominate 
over being-within-a-community. There was an easy slippage from an 
anti-collectivism (as dehumanizing) to an anti-communal bias. And 
authenticity, mdi.cal choice and self-affirmation unchecked couJd become 
apologies for amoralism and totalitarianism, 11 or the simple excuse for 
a 'me generation'. 

But humanism, too, encountered chaUenges in both the social sciences 
and humanities. Althusser's structuralist Marxism12 rebuked economism 
and empiricism, and the humanism and the historicism he found in 
Sartre (and practically everywhere else). Here, it was a question of the 
political tonjondlln; writing in the early 1960s, Althusser (1969) situated 
his rejection of humanism in the wake of the 'cult of the personality' 
and the revelations of the Twentieth Congress of the CPSU. In his 
condemnation of humanism, Robbe-Grillet pointed to the double-edged 
and paralysing nature of the existentialist project which placed man at 
the centre of meaning. For Robbe-Grillet the question was the very 
hegemony of 'man', a fundamental ideological pillar of modern (world­
system) thought. His condemnation of 'habitual' humanism (m which 
'man' is everywhere) and tragedy (as the sublimation of the difference 
between man and things) rested on a profound sense of the way in 
which being is separated from the world by the construction of an 
anthropomorphic 'nature' (through adjectival metaphor - for example, 
'majestic mountain'). Braude! (1958) found the humanistic framework 
the great impediment to the 'convergence' of the socia1 sciences. 13 

11. The case of Heidegger is exemplary, if discouraging. 
12. The structuralist position was taken to task by E.P. Thompson (1978) in the 

context of the hiuory/theory and culture/ ideology debates within English Marxism, 
which date back to the 1950s (see Thompson, 1965; Anderson, 1964; 1966). Questions 
of detetminism and agency were central. Thompson and other 'culturalists' espoused 
a socialist humanism (see Soper, 1990), which was attacked by Althusser along with 
historicism (1969; also Althusset and Balibat, 1970). However, the culruralists' positions 
were not always internally consistent (see Thompson, 1961). Thompson derided 
'theory', and, in the extreme, structuralists could reject 'history' (see Hindess and 
Him, 1975); however, both structuralists and culwralists repudiated any mechanical 
economism. 

13. Althusser emphasizes a slippage by which 'the rebtions of production, politi­
cal and ideological social relations, have been reduced to historicized "lmman nlaiitml', 
i.e., to interhuman, intersub~etive relations. This is the favourite terrain of historicist 
humanism' (Althusser and Balibar, 1970: 139-40). 
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It was, nonetheless, the constitution by '1anguage', prior to the subject 
and in which we all participate, of the existentialist conception of a 
'world' of being~in~the~world - a conception central to the nouvra11 ro­
marr. 'Language is not contained in consciousness; it contains it' (Robbe~ 
Grillet, 1972g; 117, reproducing the phrase of Bousquet) - which meshed 
so felicitously with the structuralist progfilffime. Structuralism, dormant 
for half a century, bloomed in European intellectual circles in the 1950s. 
Its time had come to be widely influential across the humanities and 
the social sciences. 

Nothing satisfies Jameson's dictum that '[t]he history of thought is 
the history of its models' (1972: v) better than structuralism. Although 
its genealogy is long (Hawkes (1977) traces it back to Vico!), the work 
of de Saussure, the Swiss linguist, is fundamental. In his Cours tk 
LinguiJtiq~~t Gbdrak (1916), he insisted that language should be studied 
'not only in terms of its individual parts, and not only diachronically, 
but also in terms of the relationship IMttnm those pam, and .ryn· 
chronicaf!y .••• [This) involved recognition of language's current str'llcfllral 
properties as well as its historical dimensions' (Hawkes, 1977: 20). 
Language is a total system, always and ever complete. Each unique 
utterance, parole, is referentially arbitrary and finds meaning only within 
a system of relationships, langue, which itself never appears. Individual 
sounds are assigned to particular ideas according to a system of oppo· 
sitions, the differences between their sounds and those of other words. 
Languages are systems of signs which express meaning. But signs - and 
this is a key component in Saussure's theory - are inseparable wholes 

Rohbe-Grillet directly attacks the natumlistic error which pershtcd even in Saussurilln 
linguistics (see Lenuicchia, 1980: 119). He sees non-contingent, non-provisional nature 
as paralysing; he does not wish, however, to negate man. 

A belief in nature can ... be seen tQ be the source of every kind of humanism, 
in the traditional meaning of the term .... To refuse our w...::alled 'nature' and the 
v<Xahulary that perpetuates the myth, to consider objects tQ be purely external 
and superficial [but not excluded}, is not- as it is claimed - to deny man; hut it 
is to relu$C the idea of 'pananthropism' .... In the last analysis_ it is nothing but the 
attempt to Clrty through to its logical conclusion the pursuit of liberty. (Rohbe­
Grillet, 1972c: 63-4) 

Braudei suggests the themes of '11141/Jimafisatiotl, tiJ1«tian a fespaa, lo11g11t ;1/ti'U, for 
the onenution of collective research, and a 'convergence' among the sO<:ial sciences 
which he esteemed had become a ne<:essity due to the very progress of the srimas dt 
fhommt ••• 'at odds with a retrograde and insidious humanism which can no longer 
offer them a proper &amewodr.' (BraudeJ. 1958: 753, 725). 
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constituted by both the concept, the signiJied (signifo), and the sound­
image or word, the signiJier (sigmJianl). 

This model was appropriated early on by anthropologists and applied 
to non~linguistic phenomena in the study of cultures/peoples without 
written histories. In his work on kinship, religion and myth, Levi-Strauss 
(1963; 1964; 1966) looked for those contrastive relationships analogous 
to the structure of language which in a comparative perspective would 
yield insights into the fundamental form or essential nature of the mind, 
irrespective of the society in which it might appear. He characterized 
myth as the overcoming of contradictions. The modem engineer and 
the primitive bricok11r shared a universal activity: making things mean. 
His strucruralist approach, anti-empiricist and challenging the one-to-one 
correspondence between reality or nature and constructions of meaning, 
contested former lines of research. The 'social' as substantive rather 
than adjectival was derived from Durkheim and Mauss; the ahistorica1, 
synchronic, 'structuralist causality', as against historical detetmination, 
from the linguistic model. This approach (of internal arrangements) is 
positively present in Althusser and undergirded the new life he brought 
to the study of ideology. Particularly attractive to Marxists was the stress 
on determinate conditions. 

An opening to the world was certainly a central part of the early 
programme of Barthes. He is unabashedly concerned with meaning, the 
construction of meaning - 'signification' - and its function. It is in­
dicative that, during this period of anti-colonial struggle (Bandung 
Conference, Suez crisis, AJgeria, Vietnam), Barthes, in a major theoretical 
exegesis of 1957, 'Myth Today', took as one of his primary examples 
the image (on the cover of Paris-Match) of 'a young Negro in a French 
uniform ... saluting': 

{W1hether naively or not, I see very well what it signifies to me: that France 
is a great Empire, that all her sons. without any colour discrimination, faith­
fully serve under her flag. and that there is no better answer to the detractors 
of an alleged colonialism than the zeal shown by this Negro in serving his so· 
called oppressors. (1972: 116) 

In 1970 Barthes wrote that the need for ideological criticism that 
had been evident in the 1950s was so again in May 1968 (1972: 9). This 
critique, carried out by a semiologicaJ analysis of the mechanics of 
language to 'account in detail for the mystification which transforms 
petit~bourgeois culture into a universal nature', was indebted, as he tells 
us, to his reading of Saussure (1972: 9). 

Language ptr se can cither formulate the concept by expressing it or 
expunge it by concealing it. Banhes• innovative reading of language as 
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'myth' accomplishes both.14 This is how it transforms histqry into 11a/Nre 
producing ideology: it is read as a factual system of expression (French 
imperiality is naturalized in the image of the saluting Black soldier), not 
a semiological system of values (the content- history, blood and struggle 
- of all the aspects of the image are drained away). This explicit con~ 
cern for the construction of meaning and its relation to practice was, 
however, to remain temporally limited as a dominant programme. 

Structuralism offered the promise of a new rigour and scientific 
status - non~reductionist and non~positivist - for the human sciences. 
This was dear in Uvi~Stmuss, and in A1thusser who was thinking about 
modes of production as structured like a language (Aithusser and Balibar, 
1970). However, just this possibility determined the closure of structur~ 
alism back in on itself: the realization of elegant formal analyses which 
privileged the internal relations of the text. The overly synchronic 
tendency15 

- the problem of accounting for historical change - along 
with the scarce significance accorded domains other than language, and 
the historical conditions of the emergence of structutalism itself, have 
been abiding difficulties in structural analysis. But 'emphasis on the 
"constructedness" of human meaning represented a major advance' 
(Eagleton, 1983: 107-8). It spelled the demise of European humanism 
and positivism alike, and the Romanticism of vital essences - material, 
human or poetic. 

The primacy accorded to the analysis of relationships rather than of 
entities is also apparent in the positive resistance to the export of 
modernization theory. Third World scholars, especially from Latin 

14. Banhes rakes Saussure's Jirst-onler sptem one srcp further, and duough a 
latt=l shif1 employs 1he linguistic sign in an e11tended role as signifier in a second­
order sysrem, 'myth', which produces 'signification'. In the process, the original sign 
or coUection of signs is drained of con1en1, reduced 10 pure form, rendered arbitrary 
10 serve as signifier in 1he new sys1em. This innovation involves the particular quali­
ties of the construction of meaning in the move from language to myth. AI the level 
of myth, the image of the black soldier hails French imperiality as il estabbshes il, bu1 
with the loss of some knowledge, for the image is emptied of the hisrory it had at 1~ 
level of linguistic sign. In his words: 

};fytb bitks 111Jibbtg. its funcaon is to distort, not to make disappear .... the ubiquity 
of the signifier in myth exacdy reproduces the physique of the tdibi. ••. Myth is a 
Palm, truth is no guauntee for ir; nothing preveniS ir from being a perpetual alibi: 
it is enough rha1 iu signifier has two sides for il alwap 10 have an 'elsewhere' ar 
liS disposal. (Barthes, 1972: 121, 123) 

15. Although Uvi-Suauss did his unnosrto do justice 10 both the synchronic and 
the diachronic, Bnudel characterized the anthropologist's conception of time as 'very 
long' and '1oo long', indeed as eternal; if it exisred, said Braude!, it would be 'the time 
of the sages' (1958: 748). 
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America, led the way. Reservations about this Establishment perspective 
were advanced early in the 1950s by Ptebisch and the UN Economic 
Commission for Latin America (ECLA). They observed anti-Ricardian 
deteriorating terms of trade between 'core' and 'periphery' (see Baer, 
1962}. The construction of this relation over the long term, 'the develop-­
ment of underdevelopment' (Frank, 1967; 1969) became the theme of 
dependency theorists (see Cardoso, 1977; Palma, 1978). Anomalies 
suggested that increased contact with the core (metropole, centte) 
impeded development in the periphery (satellite); the logic of moderniza­
tion was inverted. Such was the strength of modernization as an official 
doctrine, however, that these critiques were largely ignored initially. 

The nineteenth-century logic of the disciplines, 'universalizing, 
empiricist, sectioning off politics from economics and both from culture, 
Profoundly ethnocentric, arrogant, and oppressive - Gramsci's hege­
monic culture at the world level' (WaUerstein, 1978: 5), and the insti­
tutions through which that logic was realized, the universities, were met 
head-on by Braudd and the Annaks school. Study of the economic and 
the social (rather than just the political) and the emphasis on the long~« 
dnrie and fOnjonctNres (instead of a chronological narrative of 'events' or 
individual biographies) were direct attacks on universalizing nomothetic 
thought and, even more so, on idiographic history, which had been 
dominant in France. During the Cold War period, Annaies pro6ted as a 
hon-Anglo-Saxon and non-Soviet pole to which dissidents of any per­
suasion or nationality, including Marxists, could gravitate (Wallerstein, 
1 99th: 187-201). In this respect it represented another aspect of French, 
third-force, nationalism evident from world politics to the 6ne arts. 

In May of 1968 the simmering world revolution exploded.16 The 'old 
left' had succumbed to external pressures of Cold War McCarthyism 
and internal angst in the wake of Soviet de-Stalinization. A 'New ~ft' 
in the USA coalesced around themes including race relations (not to be 

16. On 1968, including the international dimensions. see Caute, 1988; and Fraser, 
1988. As a revolution in the wodd-system, see Arrighi, Hopkins and Wallerstein, 
1989; and Walleutein, 199h: 65-83. On the Old and New Left, see Isserman. 1987; 
and Widgery, 1976. Throughout the 1960s the USA fought to hold on to hegemony 
in the &ce of mounting challenges on all fronts. In 1961 the Kennedy administration 
had established the Peace Corps and the Alliance for Progress. In 1962, StudentS for 
a Democratic Society issued the Pon Huron Sutement, still relatively mild and &­
vouring 'party realignment' (lsserman, 1987: 202-19). Anti-insurgency warfare and 
winning 'the heatts and minds of the people' escalated to the debacle of full-fledged 
engagement in Vietnam, and the home-front revolt eventually culminated with the 
'Weathermen' in 1969. Student movements were everywhere imponant, but nowhere 
more so perhaps than in France, which had lived through borh a Vietnamese w:u and, 
even more traumatically, an Algerian war. 
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disassociated from a globa1 dimension of Cold War decolonization), the 
anti· Vietnam War movement, and university reform. In Grear Britain, 
'positive neutralism', 'socialist humanism', and 'nuclear disarmament' 
had been the themes of the first flowering of protest in the late 1950s 
{Widgery, 1976). However, the lasting impact of 1968 corresponded to 
the underlying themes of Annaks: 

The real impact of 1968 was .. , on the ;n/e/4{/fttJiife of the universities. It 
represented a dlaUenge not only to the immediate consensus of the 1945-67 
period, bur to the deeper consensus that had governed world intdl«tuallife 
since at lea~t the mid-nineteenth century ... without however destroying its 
institutional base (WaUerstein, 1991b: 222). 

Of course, movements are not at aU times, or do not appear in aU 
time frames, equally subversive. For example, existentialism had differing 
impacts according to the era, and the homophobic and phallocentric 
tendencies of the surrealists fit long-term trends in Western thought. 
The new women's movement is not alone in bleaching the credentials 
of these currents as radical a1ternatives. Poststructutalist strategies, 
presented and roundly criticized as profoundly radical, in fact produced 
new formalisms. Similarly, Annaks, which aspired to a more 'scientific' 
history, lost its edge, failing to transcend the disciplines - with only a 
fig leaf of multidisciplinarity - and moving in both nomothetic 
and idiographic directions (the so-ca11ed imietumenl) (Wallerstein, 1991 b: 
224). 

From 1967/73 to 1990: Contradiction and Transformation 

Turning to the recent, post-1968, period, we see that overt challenges 
to what the Establishment considers legitimate knowledge have intensi­
fied in attacks against three beliefs: (1) that instrumental science as 
public knowledge implemented through technology and applied to the 
real world engenders progress; (2) that there exist universa1 propositions 
reflecting timeless truths; (3) that there are substantia] differences 
constituting a hierarchy of knowledge among the academic disciplines 
themselves. 

Each refers to a material crisis; both universalizing and sectorializing 
processes are impli01ted. The first is associated with a crisis of linear 
chronosophy (see Pomian, 1 979) - grave, in undermining the presumed 
(veiled) relation between progress and endless, capitalist, accumulation; 
the second is concerned with the crisis of the hngue dnrie structure of 
knowledge dominated by universa1 science which underlay the very idea 
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of progress; and the third addresses the crisis of the nineteenth-century 
ronjomlllre/, sec[Orializing, restructuring of the academic disciplines which 
has sustained the universal/particular (science/humanities) antinomy for 
over a century. 

The ambiguily of progress 

In the late 1960s, the ideology of a 'technological society', based on a 
value-neutral science providing unlimited growth and progress, reached 
a turning point. In April of 1968, hardy two months after the Tet 
offensive in Vietnam, the Club of Rome met for the first time. They 
proposed to examine major trends, mutually interrelated, from a long­
term, global, systems perspective. The study they commissioned reported 
that growth, far from a blanket panacea, if unchecked, would eventually 
result in 'sudden and uncontrollable decline in both population and 
industrial capacity' (Meadows et al., 1974: 29). 

The development of new technologies based on discoveries in theo­
retical science, seconded by the managerial/organizational techniques 
for their large-scale deployment, had accompanied and in part made 
possible the massive destruction of the Second World War: atomic 
research (the Manhattan Project) and electronics (for example, radar). 
In the immediate postwar era it was presumed that this technology 
would undergo metamorphosis into 'too cheap to meter' atomic power. 
But during the next forty years the production of swords far outweighed 
that of ploughshares. Despite a relatively voca1 anti-nuclear-weapons 
movement (associated with an antiwar movement that reached its apogee 
during the world revolution of 1968) only minor victories were attained, 
and these in the post-1968 period concerned deployment, as in the case 
of New Zealand, where ports were dosed in the mid-1980s to ships 
carrying nuclear weapons. Proliferation continued and few credited 
science with making the world a safer place, although the assertion 
remained a staple of the political rhetoric of the strong and the legis­
lative pitch of the military-industrial complex. 

Nuclear power was not so obviously unprogressive as nuclear weapons; 
hence the movement contesting it got off to a slower start, only to 
become a real force in the post-1968 period, gaining support with each 
well-publicized incidence of radiation release or catastrophic 'meltdown' 
(Three Mile Island, 1979; Chernobyl, 1986), and most recendy with 
concern over radioactive waste. As objection was based heavily on tech­
nical concerns - accidents, waste disposal, and damage compensation -
the drawbacks of fossil fuels (the greenhouse effect) and growth of 
demand for electricity could well reverse the anti-nuclear consensus. 
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Nonetheless the Establishment did not envision as of the late 1980s the 
development of new, cleaner technologies; it perceived the problem as 
one of public relations (Nuclear Energy Agency, 1989: 9, 10). For, public 
outcry notwithstanding, the long-term commitment to nuclear power, 
buttressed by official public-relations campaigns, was massive in the core 
and increasing in the periphery. All the same, progress through technol­
ogy represented by nuclear power has seemed a chimera 17 

Vasdy expanded chemical industries, many producing the pesticides 
and fertilizers necessary for the new high-yield strains of food grains of 
the 'Green revolution', were also typical of the postwar period. Rachel 
Carson in Siimt Spring, published in 1962, exposed pesticide pollution. 
This marked the opening salvo of the contemporary concern for ecology, 
as distinct from the long-established (and Establishment) reformist 
conservation movement, and effectively launched it as a popular crusade 
in the coreY1 Even such mainstream, relatively conservative, conser­
vation organizations as the Sierra dub and the National Audubon 
Society, although shunning any hint of radicalism, became more activist 
(for example, Mitchell with Stallings, 1970). The movement has exploded 
to include diverse philosophies, methods and goals: radical, confronta­
tional direct action- Greenpeace and Earth First!; revolutionary rejection 
of any human-centred attitude toward nature- the Deep Ecology move­
ment (Devall and Sessions, 1985; Wexler, 1990); grave concerns for the 
economics of growth (Brown, 1978; Meadows eta!., 1974; Schumacher, 
1973); and electoral politics (Ryle, 1988; Gorz, 1 980).19 

In the core zones of Europe and North America, some tcade-offs 
have been negotiated between capital and the environment. However, 

17. New construction is vinually >~t >1 standstill in Europe >~nd the USA (although 
in Sweden nuclear power is favoured by legal limits on 'greenhouse' emissions) (Price, 
1990). But for the moment there appears to be no substitute fur the energy produced 
by the outohted reactors in Ea.stern Europe. New reactors are not the only ventures 
in trouble. Very large-scale hydroelearic projects (for ex>~mple, Brazil, Caruula, the 
Danube) have >~lso faced reappraisal. 

18. Carson's work resuJted in the c>~ru:etlation of the registration of DDT in the 
USA m 1 971. In the USA the popular optimism bunched with the first 'Earth Day' in 
1970 gave w>~y to official negligence during the Reagan :ldrninistrati.on. Alarm bas been 
growing >~round the world, however, Sind during the 'Earth Summit' of 1992 (see 
johnson, 1993), the US position was >1 minority one. The view from the periphery is 
drastically different to dult from the core (Pearce, 1992; Rampbal, 1990; Durning, 
1990). 

19. Some of the more important organizations were fouoded around the turning 
point 1967/73: friends of the Earth, 1969, as >~lobbying group; die N>~tional. Re­
sources Defense Council, 1970, to dmft bills Sind undertake edu~>~tional. programmes; 
Greenpcace, 1971, for nonviolent direct >~ctioP.ln both Eastern Sind Western Europe, 
'Green' parties abound, but face the nme sttucrural dilemma with regard to .Ute 
power that the old movements did. 
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in the former Comecon countries of Eastern Europe. the hazards of 
unbridled development through rapid industrialization may now be 
readily observed in the calamitous pollution of land, water and air. By 
the early 1 970s the unexpected consequences of the Green revolution, 
one of the standard bearers of modernization - and Western science -
had become painfully dear in the periphery.20 Not surprisingly, many of 
the same concerns - long-term degradation of the life-support capacity 
of the biosphere (Sahel, tropical rain forests, ozone layer) and near-term 
catastrophe (Bhopal, 19S4) - are shared, within the more restricted 
ambit of their activity, by the anti-nuclear-power movement. 

In fact, support for sociaJ change remains broad but covert. 
According to Dellinger, 'the antinuclear movement has a hidden agenda: 
that is, fighting for a society based on equality and democracy rather 
than dependence on energy monopolies and the nuclear industry' (1982: 
233). But is this so, and if so to what extent? Milbrath, in a study 
focusing on the core (the United States, Great Britain and the Federal 
Republic of Germany), documented quantitatively (both in terms of 
belief and behaviour) the efforts and relative success of a 'newly develop­
ing environmentally-oriented ethic' at odds with the 'dominant social 
paradigm' which posits humans as set apart from other creatures and 
masters of their destiny living in an unlimited world of ceaseless progress 
(1984: 7-8). What unites these tendencies with movements in the 
periphery, including those with other interests (for example, funda­
mentalism21), is their disenchantment with the old forms expressing the 
Enlightenment project (see Borgmann, 1992). 

Few contemporary voices, in either core or periphery, have questioned 
more stridently the progressive nature of modern society by denouncing 
its scientific/technological fundaments than elements of the women's 
movement. In fact, women have been in the vanguard of the anti­
nuclear movement and highly visible in calling for strong regulation of 
pollution and toxic waste (Milbrath, 1984: 75). They have singled out 
the female body itsdf as an exemplary locus of scientific confrontation 
(Gallagher and Laqueut, 1987). Despite the 'unprecedented cultura.l 
authority, and massive material investments guarantee[mg} its truths', 

20. Glaeser (1987) profiles the Green revolution's n<:gative spiral of the small­
holder to the benefit of the rich io the periphery. Lappe and Collins' discussion of 
world hunger includes but transcends t:he issues of the Gteen revolution, liodiog that 
freedom as 'the right to unlimited ac.;umulatioo of wealth-produdng property, and 
the right to usc that property however ooe sees 6.t ... il in fundamental conflict with 
ending hunger' (1986: 131). 

21. Seeking lcgitima.;y, Christian fundamentalism, suong in the USA and unlike 
religious fundamentalisms in non-core zones. has cloaked itself in the b.ago.lage of 
{'«eation) science (see Kitchct; 1982). 
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the demystification of 'the scientific discourse focused on the female 
body' proceeds apace. By the late 1960s, with roots in the reproductive 
issues of contraception, abortion and child care, feminist thinking began 
to take on a new aspect, chaJienging the previously unquestioned 
premisses of liberal society as well as the 'patriarchal privilege' they 
perceive to have been justified in the guise of 'scientific' principles, 
'rejecting the linearity, the mechanistic thinking of technological society, 
replacing it with a sense of organic wholeness, roundness, int«­
connectedness' (Rothman, 1989: 252-3). 

For our Europe-centred system since 1500, progress has meant 
expansion. However, in the late twentieth century this movement seems 
to have reached its global limit of incorporating land (resources) and 
people (labour-power). Prior 'sceptical reassessments' of the idea of 
progress have been primarily core phenomena occurring in the wake of 
Kondratieff B-phases, but the structural reversal of expansion and geo­
political change of the present conjuncture make 'doubts about progress 
... stronger today than previously' (Wallerstein, 1991a: 232). The realiza­
tion that living standuds, if measured on a world scale, have exhibited 
a long-term polarization (Wallerstein, 1983: 98-105) has sowed doubts 
about the ideology of constructing a better world through universal 
science and technology (associated with endless capitalist accumu1ation 
and spatia-temporal universalism). 

A q11tstio"ab/e sdenu 

The premisses of classicaJ science have come under attack from many 
of today's scientists. The unity offered by classical science has reached 
its limit, undermined by the internal development of science itscl£ Built 
on the model of celestial mechanics, it started to show cracks during 
the last quarter of the nineteenth century when mathematicians began 
to investigate continuous but non-diffaentiable functions and transfinite 
arithmetic, and proved the three-body problem insoluble (sec: Lee, 1992). 
Since the late 1960s, dynamical-systems research has led to a re­
conceptualization of the world as one of complexity, determinate but 
unpredictable: order within chaos (strange atttactors); order out of chaos 
(dissipative structures); visual representation of pathological functions 
and natural forms exhibiting non-integer dimensions (fractal geomeuy). 
An examination of publication data shows a veritable explosion of the 
relevant literature.22 

22. The total number of mtries in the Permuterm Index o( the Sdmn Ot<diM 
lmkx has shown flat, linear growth since the 1 960s, while mtries under the rubric 
'chaos' -and its cognates have multiplied exponentiaUy. 
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Davies (1989) chuactenzes contemporary sc1entlfic research as fallmg 
mro three categones· at the frontiers of the very large, the very small; 
and the very complex The new appreciation of compleXIty (A.tda et a!., 
1985; Atlan eta!, 1985) was foreseen by Weaver (1948).23 Ntcolis and 
Pngogme (1989) concentrate on natural oomplex.!ty seen as part of 
everyday expenence; hnutatlons m predictability and self-otganJZatlon 
of real systems are presented as mtlm.atdy rdated to the mseparable 
notions of tlm.e and ureverstbility Pelw and Vulp= (1988) Cite the 
tendency to recogruze the emergence of a scrence of complextty, dealmg 
w1th the umversal features of complex systems, urespecnve of the 
peculiar aspects of the different systems 

Th1s rethmkmg - a synthetic approach as opposed to a reducnorust 
one, strong cross-dtsc1plmanty, and the mclus10n of 'mtractable' prob­
lems (Pagels, 1988, Stem, 1989) - marks a trans!Uon away from the 
Newtoman world-v1ew. Farmer and Packard (Farmer, et a! , 1986: vm) 
speak of questions wh1ch 'cry out for syntheSIS rather than reduction' m 
thts 'new wave scrence', where research on systems mvolvtng at least 
two nme scales Is based on snnulauon and cuts across dJsclphnary lmes 

Evidence of an order underlymg the seemmgly chaotic evolution of 
certam dynarrucal systems had become apparent with the discovery of 
the 'strange attractors' assocrated with these systems, begtnrung wuh 
the weather models of Lorenz (1963a, 1963b; 1964) m the rmd-1960s. 
Wuh Fe~genbaum's (1983) discovery of uruversal behavtour m cascading 
bifurcations of nonhnear systems, the meso-scale of humanly perceiVable 
phenomena gatned us unrversal constant 24 Shaw argued that chaonc 
behavmur IS 'Mmpkte(y ubiqUitous m the physical world' (1981: 107) 
Borrowmg from mformatlon theory, he characterized the onset of 
turbulence as the passage of the system from an mformanon smk to an 
mformanon source. Strange attractors transrmt perturbations from the 
rmcroscale to the macroscale. The nnphcauons, accorchng to Shaw, are 
that the nmeteenth-century v1ew of the world as a machine IS wrong 
not only m the small but also m the large 'The constant InJection of 
new mformatlon mto the macroscales may place severe hnuts on our 

23 He dmmgwshed three rones of scrence according to the number of vanables 
the siJ!Ij!k probkmr of dass1cal physJcs With few vanables, thsorgam~d rompfexi!J With 
very many vanables amenable to d~cnptlon by srausucal methods, and a rmddle 
regton of Drgam~d fompfexi!J m wlucll problem-solvmg must depend on analys1ng 
systems as orgamc wholes He predicted that dunng the late twenueth cenrury tlus 
latter actiVity- to be based on computers and mterd!sc1plmary, 'm.txed team' research 
- would compnse the tlurd great advance of saence 

24 Fe1gcnbaum's ·~· IS the fixed value to wh1ch the rate of onset of complex 
behaviOur converges as a hnut 
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predtctJ.ve ability, bur it as well msures the constant variety and nchness 
of our expertence' (1981: 108). 

Markus, Muller, and Ntcohs (1988) present the emergence of non­
bn.eartty as a umfytng pnnople m which uruversahues m a vanety of open 
self-orgaruzrng systems offer a common language to chemJsts, btologtsts, 
ecologtsts, phystctsts, mathemattoans, and mechcal doctors. Pngogtne 
and Stengers (1984) deal exphcttly wtth the conceptual transforrnauon of 
soence challengmg Newtontan mecharucs as related to contemporary 
research m thermodynanucs focusmg on nonlmeanty (mstabtltty, fluctu­
ations, order out of chaos). The trreverstbtltty of the evolution of far­
from-eqtt.d!bnum systems, charactenzed by self-orgaruzmg processes and 
d.tsstpative structures, determmes an arrow of ttme. The authors dtscuss 
the mterconnectedness of chance and necessity and the reconcthatton of 
bemg and becommg. Chaos IS presented not as the opposue of order but 
as Its source and confederate Prtgogme finds sctence and mankmd to be 
m an age of transttton. That the wuverse has a history mcludtng com­
plexity supposes a new dialogue of man wtth man, and of man wtth 
nature Nature ts to be treated as acttve rather than passtve, and sctence 
must go "beyond a purely conservauve approach to global problems, as 
IS usually the case m the "ecologtcal" pomt of vtew' (1986: 506). 

Compared to the ordered mathematical world of Newton and 
Descartes, the world of Cantor's sets and Peano's space-filhng curves 
seemed esotenc mdeed. However, Mandelbrot (1982) has shown how 
the structures these (and other) late-nmeteenth-century mathemauctans 
conceptuahzed are ubtquttous m the everyday world around us. Hts 
ftacta1 geometry of shapes which do not fit eas1ly mto the Euchdean 
categones of pomts, hnes, planes and sohds -but somewhere m between 
- descnbes such naturally occurrmg phenomena as coasthnes and snow­
flakes, branchmg systems such as trees, vascular and pulmonary systems; 
and osctllanng systems such as sleep cycles and heart fibnllations. 

All of these studies, contrasted wtth tune·reverstble class1caJ sctence, 
caU for a reconccptuahzation of tunc ttself. E1ther ttme, as trreverstbd­
tty, IS an tUuslOn, or It precedes extstence (Gehe.uau and Prtgogme, 
1986; Pngogtne and Geheruau, 1986). Gould (1989) denounces the 1dea 
of evolutton as e1ther the march of progress or a cone of mcreasmg 
d.tvetSlty, substituting an unage of dt.verstficanon and deomauon- history 
as untepeatable and therefore unpred.tctable - m an exc1ttng exposition 
of the theme of contingency m the htstoncal sciences. He also proposes 
another reconceptuahzauon of the arrow of tune: hfe's arrow, based on 
a stattsncal property, bottom-heavy asymmetry, of groups of clades 
(phylogenenc segments) to replace 'vague, untestable, and culturally laden 
nottons of "progress'" (Gould; Gdtnsky and German, 1987: 1437). 
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Bohm's (1980) concern for the relationship between reality and 
consciousness leads him to advance a new non-fragmented world-view 
with an emphasis on verbs rather than nouns. He argues that develop­
ments in science are away from the analysis of independent, divided, 
disconnected things, and advances a holographic theory of information 
storage, suggesting that memory is distributed throughout the brain, 
and a concept of implicate or enfolded order, in which everything is 
enfolded into everything else. This contrasts with the predominant 
explicate or unfolded order in which each thing lies outside the regions 
of other things. 

A world in crisis is portrayed by Capra (1982): a crisis that parallels 
'the challenge to the mechanistic conception of the universe of Descartes 
and Newton by developments in twentieth-century physics centring on 
descriptions of the material world as composed of relationships rather 
than of separate objects. He argues that the value system associated 
with this latter world-view seriously affects individual and social health, 
and that a 'turning point' for the planet as a whole is being reached -
that is, a transformation based on a holistic or ecological perspective. In 
the case of human evolution, Laszlo (1987) contends that it is no longer 
genetic but sociocultural and that our age is not only the age of un­
certainty but also the age of opportunity. The emerging 'transdisciplinary 
view of reality emphasizes creativity over adaptation and survival, open­
ness over determinism, and self-transcendence over security' Oantsch, 
1981: v). Echoes and parallels to these arguments are to be found 
throughout the disciplines. It is to these that we now turn. 

CollapJing di.Jdplinary boundariu 

That new developments in the sciences are serving as active models for 
some in the humanities2s continues the strong direct opposition long 
expressed, and indeed growing, in the humanities to a hierarchy of 
academic disciplines presumed to reflect a hierarchy in the domains of 
knowledge. In the 1 %0s, various new forms - the 'new journalism' 

25. Hayles (1 990), origiruilly trained as a chemist, draws parallds and uaces analogies 
between contemporary developments in the sciences and in literature and critical 
theory. She argues that both have roots in a common cultural matrix: they share an 
interest in the relation between the local and the global; they are aware of the inter­
pene=tion of order and disorder; and they accept that complex systems may be 
derennined but are nonetheless unpredictable (and acutely responsive in their develop­
ment to initial conditions). Sobchack simibrly catalogues some of the 'primary themes 
and aesthetic features that many cultural critics see as characteristic of post-modern 
repre5enmtion and that apply equally apdy to models of chaos theory' (1 990: 153). 
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(Wolfe, 1973); creative nonfiction- fiction in form, factual in content; 
the 'nonfiction novel' (Capote's term); Mailer's 'history "in the form of 
a novel" (Hollowell, 1977: x) - questioned the possibility of discrimi­
nating fact from fiction. When journalists such as Tom Wolfe, Gay 
Talese and Jimmy Breslin wanted to 

convey the immediacy of experience and give it coherence and significance, 
[theyj turned to the WQI!t/ist .... Novelists ... set out to gather the facts, not as 
an end in themselves, but as raw materilll for their art. The name for writers 
who set out to gather facts about people and events is JONrnalill. (Agar, 
1990: 76) 

These are not the only indications of breaches in disciplinary 
ramparts. In 1968, Danto staked out a relationship between narrative 
and the human sciences: 

narratives ... re used to explain changes. and, most characteristically, large­
scale changes taking place, sometimes, over periods of time vast in relationship 
to single human lives. It is the job of history to reveal to us these changes, 
to organize the past into temporal wholes, and to explain these changes at the 
same time as they tell what happened. (1968: 255) 

And now, Rouse is linking scientific research as social practice to a 
similar idea of narrative: 

In conr:r:ast to earlier accounts of the epistemic significance of narrative ... 
narrative is important in natural scientific knowledge. ... [W]e must understand 
narrative not as a literary form in which knowledge is written, but as the 
temporal organization of the understanding of practical activity. (1990: 179) 

This view of the relationship of science and narrative may seem at 
odds with the sciencejhwnanities opposition depicted in recent work 
of Hayden White (1973; 1978; 1987), but his imagery resembles mote 
a juxtaposition of a pristine positive science unaffected by the observer 
and the historical disciplines. 26 In this context, 

metahistory is a 5cience and history is a text. Metahlsrory js the science which 
guarantees the stability of hi~rory. It is the vantage point from which the 
historical object can be stabilized and eventually under5tood, (Anderson, 1983: 
268) 

However, by redefining a 'scienti6c fact as a discursive event ... one 
eliminates the hierarchy sdence-literamre that isolates the observer from 

26. See his discussion of the Annaks school: 'Getting the "story" out of "history" 
was ... a lir51 step in the transformation of historical studies into a $<:ience' (White, 
1987: 169). 
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what he is observing' (Anderson, 1983: 276-7). For White's conception 
of history couldn't be further from Ranke's 'wie es dgentlich gewesen 
ist': more poesis than mimesis, a history that can change the world 
(Ermarth, 1975: 962-3); 'a new form of narrative, which would effect 
the undisciplining of the discipline of history, ... an exit from history, 
as we understand it, and a sublimation of politics' (De Bolla, 1986: 50). 
History, like science, is being transformed from within (Gearhart, 1987; 
cf. Veeser, 1989). 

And the message from contemporary science is that, between the 
cold and rigidly deterministic on the one side and the impenetrable and 
inaccessible on the other, there lies a world in which chaos is ordered. 
The future is determined by present agency from materia1s of the past, 
bU[ its structure remains unpredictable. The world4 systems perspective 
radically reinstates history into the study of social change on a world 
scale, without however reinventing 'total history'. Radical, because as 
scientists open up the middle ground, world-systems analysis repudiates 
the premisses of nineteenth-cenrury social science. Change of co'!fonctures 
is embedded in longnt d11rk structures (cycles within trends). By positing 
a unique, temporally bounded, and spatially delimited (but expanding) 
social system defined by an axial division of labour as the coherent unit 
of analysis, it rejects both idiographic particularism and nomothetic 
universalism and comes to terms with the sectorializing resolution of 
the nineteenth-century structural crisis. Process is the watchword; being 
is always becoming. 

As for the future of the 'in-between disciplines', Rosenau maintains 
that if there is to be a postmodern social science it 'would be broad­
gauged and descriptive rather than predictive and policy-oriented ... 
encouraging interpretation' by an active reader (1991: 169-70). Those 
who consider themselves postmodernists may question 'any possibility 
of rigid .. , boundaries .. , in nearly every field of human endeavor' 
(Rosenau, 1991: 6). Postmodern concepts like double-coding Oencks, 
1989), (ahistorical) fragmentation and scepticism (Lyotard, 1984), de­
centring leading to free play, the lapse of the signified, 'difTemnti' (Derrida, 
1976; 1978; 1982), 'archeologies' and 'genealogies' of knowledge/power 
(Foucault, 1970; 1972; 1980), may of course lead one to an infinite 
deconstructive regress, and to a subjective, irrational, self-contradictory 
void. Indeed, this is what happened to the structuralists as they began 
to concentrate solely on the sign. '[F)ormal deconstruction of the most 
elegant, mannered kind' was the result, divorced from any politically 
active referent. '[f]heir contribution to the resolution of the culrural 
crisis [was] nonexistent' (Hall, 1990: 22). This does not necessarily have 
to happen ro the postmodernists themselves. However, in the late 1980s, 
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amidst the wailings of conservative intellectuals, poststructuralist/ 
deconstructionist views were entering the academic mainstream (even 
constituting it in some areas), and an expectable degree of political 
devitalization has followed. 

The postmodern makes sense only in relation to the modern - that 
is, to those processes guaranteeing the primacy of endless capitalist 
accumulation; and to the modernist consciousness in the form of the 
concepts of progress, chronological historical time, and representational 
realism (where a turning point was reached with the invention of 
perspective in the fifteenth century at the very beginning of the history 
of the modern world-system). What Foucault and Derrida have sought 
to do is to 'rule out a historirnl consciousness that is "neutral, devoid 
of passions, and committed solely to the truth" .... [Rather, they have 
sought to] uncover ... presiding logocentric urges, rules, and oppositions' 
(Lentticchia, 1980: 208). This would have the effect of opening up the 
possibility for postmodern narrative to redefine time as rhythmic time, 

as a function of position, as a dimension of particular events. ... Postmodern 
time belongs to a 6gure, an arrangement in which 'the other world surrounds 
us always and is not at all the end of some pilgrimage' (Ermart:h, 1992: tO­
t 1, 16). 

This is only a small step away from Braudel's plurality of social times, 
a concept that requires imaginative (but explanatory) constructs rather 
than icy essentialism. 

The '[p)ost-modern view ... will support relative absolutism, or 
fragmented holism ... the developing and jumping nature of scientific 
growth, and the fact that all propositions of truth are time- and context­
sensitive' (Jencks, 1989: 59). All the same, language (like time) does not 
necessarily lose its symbolic, syntactical, representational dimension with 
the restoration of the digressive, rhythmic, semiotic disposition. Post­
modernism does not rule out reuniting the two: meaning, which is 'the 
power to sustain linear arguments, transfer information, communicate 
conclusions', and play, which may be 'discredited ... {but belongs to a] 
realm of qualitative values like proportion, complexity, flexibility, pleas­
ure, and eroticism taken in its most expanded sense' (E.rmarth, 1992: 
146, 143).27 Thus, although the postmodem problematizes any nine-

27. We are reminded of a matetial paraDe!: 'hypertext', an information technology 
which redefioes the classical document (gcnenilly of a maximum of four or so pre­
conceived layers - text proper, noteS, illustrations, over a bibliographic foundation). 
With hypertext, the reader assembles his own document (infinitely re/de.-c-enterable) 
in the process of reading through electronic search-ancl-rettieval mechanisms,. upset­
ting hierarchies and transcending rcader/owncr/authot relations (see Landow, 1992). 
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teenth-century idea of the 'social', we have not thereby reached the end 
of responsibility and social agendas. 

A World in Transition 

In sum, the symptoms of the ideological crisis of the current conjunc­
ture are apparent. It is no longer possible unabashedly and uncritically 
to associate science with progress. As the humanities become more 
open to analytic constructs, the internal development of science itself is 
tending to undermine its own position of authority. And the discipli­
nary boundaries reflecting a hierarchy of knowledge, with the sciences 
at the privileged pole, are already effectively blurred; indeed, the trend 
is one toward increasing 'fuzziness'. 

Thus our argument, at the level of dynamics, is situated at one remove 
from most discussions of ideology. Yes, the modern world-system has 
produced three great political ideologies: conservatism, liberalism and 
socialism. 28 And, undoubtedly, both conservatism and socialism have 
had imponant functions legitimating struggle against dominant groups. 
But, over time, the differences among the three paled such that liberalism 
became the reigning ideology of the modern world-system. Socialism 
and conservatism have converged to a left and right liberalism (Wallerstein, 
1992a; 1992b). This is under.;tandably so, for liberalism, unlike its siblings, 
legitimates a politics of the ro'!}ont/Hre. Medium-term increments of 
reformist change adding up to endless Qong-term), linear, progress suggest 
a golden, extrapolatable 'now' with no allusion to either a future trans­
formation (socialism) or an idyllic past (conservatism). 

The parallel to Newtonian dynamics is clear, and self-fulfilling. The 
very success of the system has taken the process to its limit. Science 
itself offered the linear-development model, based empirically and 
epistemologicaJly on the ontologicaJ reality of independent units. It now 
provides us with alternative models of physical reality: relationally 
constituted self-organizing systems and fractal geometry; models of 
change, complexity theory; and models of transition, chaos theory - aJI 
in defiance of the law of the excluded middJe so fundamental to classical 
science, classical logic, and current common sense (or 'bottom line' 
thinking). 

No longer can phenomena in the natural world be perceived as falling 
into exhaustive, mutually exclusive categories. Likewise, with the reali­
zation that all knowledge is social and fundamentally interrelated, the 

28. See Eagleton, 1991; Gray, 1986; McLdlan, 1986; Nisbet, 1986. 
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historical boundaries distinguishing disciplines are becoming increasingly 
blurred by the inquiry scholars practise. Since univenities, departments, 
professional associations, and individual professors have institutional 
interests in preserving their domains, only limited observable move­
ment, beyond so-called interdisciplinary studies programmes and the 
phenomenon of the 'electronic university' (important as a network 
model), is as yet evident. Multiculturalism may signal an advance, but 
the easy cooption of the 1970s 'Marxism' by departments and profes­
sional associations is not organizationally encouraging. The institutional­
ization of 'cultural studies' with programmes explicitly aimed at 'bridging 
the gap between the social sciences and the humanities' may or may not 
succeed in avoiding this fate. 

Rearrangement of subjects and fresh organizational strategies are also 
being experimented with outside of established organizations and insti­
tutions. The 'think tank' model has become common, particularly in 
policy areas. For example, the Santa Fe Institute (founded 1984), de­
voted to the study of complex systems, does both experimental and 
theoretical work through networks of overlapping, multi(non)disciplinary 
groups (Pines, 1988). 

Science is forging beyond the world of independent, hard-bodied 
units for one of open systems and relationships just as, congruently, the 
humanities tilt with humanism. That social construct, the rugged, 
independent, self-interested but responsible individual of liberalism, the 
'subject', has lost his/her ideological underpinnings and now declares 
overlapping allegiances. The unique object - and the individual creator, 
the hero of modernism - has also been toppled (see, for example, 
Barthes, 1972: 109-59; 1977: 142-8; Krauss, 1981). The erosion of the 
law of the excluded middle may be observed symptomatically in the 
efforts in some places to reinstirutionalize limited, overlapping sovereign­
ties, to find a lega1 interspace that will meet the demands of various 
groups for autonomy while retaining the wholeness of some larger 
structure. The activities of non-governmental organizations like Amnesty 
International, which confines itself to operations across borders, may 
also offer a glimpse of the future. 

29. Michael Apple argues that 'neutnl' scieotific/tcchnologielll proces5CS undet­
write as legitimate knowledge the c6nical, psychological and thetapeutic penpectives 
and evailllltions which setve 'as mechanisms by which schools engage in anonymizing 
and sorting out abstract individuals into ptcord:ained social, economic, aod educa­
tional slots' and justify 'already existing technic:al, cultural, and economic control 
systems that accept the distribution of powet in American sociery as given' (t 990: 
126, 129). 
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Even as the relattonsh1p between SCience and ideology 1s bemg 
unvelied m such practtcal helds as curnculum stud1es,29 sc1enosrs them 
selves are dJssolvmg Poulantzas's 'mask of mmce dJssembhng power' 
(Eagleton, 1991 154) And the cultural surrogate of this science, 
modermty, appears more and more to be a source of sub1ugat1on, 
oppressiOn and repressiOn than of hberaoon (Rosenau, 1991 6) So 
'cns1s', }CS, but one whose pulse IS one of opporturuty offered by success 
and dem1se transltlon, where the bncoleur meets the engmeer 
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The Global Picture, 1945-90 

Immanuel Wallerstein 

There are three conclusions that one can draw from a review of the 
series of vectors that we have analysed. The first is that there is clear 
evidence that the period 1945-90 shows all the usual characteristics of 
a Kondratieff cycle (although the B-phase had not yet ended in 1990). 
The second is that the cycle of US hegemony in the world-system 
seems to have reached its peak somewhere in the middle of this period, 
and that the 1970s and the 1980s were the beginning of a downward 
phase in the cycle, even though as of 1990 the USA still remained in 
many (even most) ways the most powerful state in the world-system. 

The third conclusion is more complicated and its meaning less clear. 
Aside from phenomena that can be associated with or explained by a 
Kondratieff B-phase and the B-phase of a hegemonic cycle, there seem 
to be the beginnings in the 1970s and 1980s of reversions in a series 
of several multiseeular trends in the history of the world-system, as weU 
as the levelling off of other trends as they seem to be reaching structural 
asymptotes. 

We have chosen 1967/73 as the turning-point in this penod, although 
of course the exact dates are open to much empirical debate. We chose 
these dates on the grounds that they are bounded by two major e<:O· 

nomic shocks - the first serious troubles for the US currency at the one 
end and the OPEC oil shock at the other- and that a series of political 
events occur during this period that together seem to add up to a 
stgm6cant break in the patterns of the earlier period: the worldwide 
revolution of 1968 (which in fact went on to 1970), the Tet offensive, 
the proclamation of US-Soviet dCtente, the US-Chinese resumption of 
more normal relations, and the undermining of the US imperial 
presidency with Watergate. 
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Let us summarize the data we have accumulated eonceming the two 
cycles (the Kondratieff and the hegemonic), as __ well as such data as 
points to a possible systemic turning point. 

I 

The year 1945 can be taken to mark the beginning of a classical 
Kondratieff A-period. Kondratieff waves are notoriously controversial 
to date, given the lags in alternative measures of economic expansion 
(for example, prices, production, investment, profit rates), which are 
variously given priority in different models.1 Some would start the up­
turn in 1940. There had been, of course, a significant worldwide 
expansion of both production and employment during the Second World 
War, but there had at the same time been worldwide destruction of 
fixed capital and people, as well as considerable interference with pro­
duction and trade. It seems more reasonable to begin in 1945 (or even 
a few years later) if we wish to denote an overall expansion of the 
world-economy. 

In fact, as of 1945, the destruction on the Eurasian land mass was 
quite extensive; and production, trade and transport had been sufficiently 
hindered such that there were widespread insufficiencies in basic food, 
clothing and shelter, not to speak of the enormous displacement of 
people. Yet we know that these difficulties were in fact overcome within 
a few years. The significant fact is that the world-economy thereupon 
entered into a period of rapid, steady, and indeed unprecedented expan­
sion. A sharp upward boost came with the onset of the Korean War in 
1950; its economic effects were felt not only in North America, Western 
Europe and East Asia, but in much of the Third World as well. 

The USA played a central role as generator and promoter of the 
worldwide economic expansion - directly, in its economic activities at 
home; and indirectly through state assistance, primarily to Western Eu­
rope and East Asia, but to a lesser degree to much of the Third World 
(especially Latin America and the :Middle East). US transnational corpo­
rations in this period accounted for the overwhelming majority of foreign 
direct investment. As noted, this was initially in Latin America but very 
soon throughout Western Europe. The US dollar served as the base 
currency of the world financial system, backed by a substantial gold 

I. For a review of altetnative models and t:heu consequences for dating, see 
Goldstein, 1988. For a discussion of the problems of dating the current Kondratieff, 
~Wallerstein, 1979. 
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reserve. Hence, it was US Treasury and Federal Reserve Board deci­
sions that in effect governed the world money supply. 

The 1950s and 1960s saw ever greater production in the world­
system as a whole, and especially of an those products which WeJ:e 
highly profitable, the so-called leading industries. Western Europe, under 
the impetus of the MarshaU Plan and the early European institutions, 
and East Asia (particularly but not only Japan), under the impetus of 
Cold War-related economic expenditures by the USA, not only recovered 
fully from wartime destruction but set out on the path of becoming 
highly competitive an the world market in the major industrial sa:tors. 
They recovered dominance in the.ir home markets quite rapidly and by 
the 1960s were competing actively within the USA in non-home markets. 

The sa-called socialist bloc, whose trade external to the bloc was kept 
minimal in the 1950s and 1960s by deliberate policy of both the USSR 
and the USA, set out on its own simu1taneous economic expansion. Its 
agenda emphasized multiple and more or less parallel national pro­
grammes of intensive industrialization, which had the effect of expanding 
overall world production in the lead.ing industries still more. Finally, in 
Third World countries outside the socialist bloc, the objective of industri­
alization was similarly pursued, if somewhat less intensively on the whole. 

The massive expansion of world industrial production required, of 
course, a massive expansion of sa-called primary products. 'Ibis translated 
into economic prosperity in agricultural and mining zones, particularly 
important in expanding the state income base in peripheral areas of the 
world-system. This meant that many, perhaps most, of the states that 
independence movements were seeking to wrest from colonial powers 
were, or seemed to be, economically prospering concerns. This in turn 
permitted expansion of the wage-earning sector (before and especially 
after political independence), particularly but not only in the state bureauc­
racies and state-managed enterprises. It also permitted the massive 
world-wide expansion of resources devoted to the educational and health­
institution se1:tors. All in all, this added up on a world scale to what one 
French analyst called 'the thirty glorious years' (which, in his view, ran 
to 1973). 

Our data dearly show that, in terms of generalized prosperity, upward 
climb in the standard of living, and relatively fun employment, these 
glorious years came to an end perhaps as early as 1967, certainly by 
1973, when the downward turn was dramatized (but surely not caused) 
by the so-called OPEC oil shock. The key element, no doubt, was that 
worldwide profit levels had begun to fall. The explanation seems suaight­
forwatd. Whereas in the 1950s the leading sectors had been relatively 
monopolized by a small group of enterprises on the world level, the 
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number of competitors had grown considerably in the 1960s; the field 
had become crowded. 

The 1970s and 1980s were marked overall by a considerable slow~ 
down of growth in production, and, given the continued demographic 
expansion, probably a decline in world per-capita production. This was 
accompanied, as would be expected, by a rise in the rates of active 
unemployment. Of course, this was not evenly distributed spatially in 
its effect. Furthermore, the negative effects were constantly shifting 
geographically, as various countries did what they could to suffer least, 
'exporting unemployment' (or trying to do so) to the others. But, overall, 
the trend was one of stagnation, as compared to the previous Kondratieff 
A-phase. In particular, the spectacular expansion of transnational 
corporations, as measured by total production, by total real value, or by 
rate of profit, slowed down, at times considerably; 

To be sure, efforts were constandy being made to counteract the 
insufficiency of total worldwide effective demand. The oil price rises of 
the 1970s served this purpose very well in two important ways. The 
dramatic rise in the costs of fuel energy had the obvious consequence 
of increasing the costs of production everywhere, and hence served as 
a pressure to reduce world production, which thus brought it more into 
line with world effective demand. The oil price rises also served as a 
vacuum of surplus-value throughout the world {but, of course, as a 
percentage of GDP, this affected the Third World most dramatically). 
In the end, this money was distributed m part as rent consumed by oil 
producers (most of whom were state enterprises in a limited set of 
countries), in part as rent (or exceptionally high profits) consumed by 
the transnational oil corporations, and in part as deposits invested in 
banks in core countries. These deposits were then 'recycled' in the 
1970s as loans to peripheral and semiperipheral states (including those 
in the socialist bloc). 

The recycled money enabled a large number of governments in the 
periphery and semiperiphery to solve balance-of-payments difficu1ties 
during the 1970s, difficulties that had been caused in part by the oil 
price rise, but caused as well by the falling terms of trade for peripheral 
products in the Kondratieff B-phase. The borrowed funds were used to 
import goods, primarily of course from states in the core zone, thereby 
restoring momentarily some of the lost demand for their exports. 
However, the artificial stimulus of exaggerated loans could not last. The 
ever-growing cost of servicing the debt led ineluctably to the so-called 
debt crisis of the 1980s. 

The decline in the rates of profit in the production sector had three 
structural consequences of note. In the first place, it led to an urgent 
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search for ways to reduce the costs of production. One classic method 
in times of economic downturn is the shift of loci of production from 
core to semiperipheral and peripheral zones in the expectation of re­
ducing significantly the cost of labour. This shift began on a substantial 
basis in the 1970s and accelerated further in the 1980s.2 

The second structural consequence was a considerable shift of in­
vestment from productive activities to the financial sphere in the search 
for profit, This led to the well-documented series of financial takeovers 
of major corporations and the flourishing of junk bonds, made all the 
more possible by the weakened profit position of major corporations. 
Of course, these financial manipulations also had the consequence of 
precipitating additional difficulties in the now heavily debt-laden private 
sector, with collapses that were quite costly in the long term, as in the 
case of the US savings-and-loan bankruptcies. 

The third structural consequence was the turn to increased military 
expenditures as the counter-cyclical Keynesian measure most likely to 
be politically acceptable when seeking to increase governmental expendi­
ture m times of economic squeeze. This occurred in two ways. The first 
was increased arms purchases by Third World countries from the great 
powers, especially from the USA, but also from some semiperipheral 
states, absorbing a significant part of the profits generated by the oil 
price rise. This, of course, had the consequence of increasing the amount 
of mtra-state violence in the Third World, as well as exacerbating civil 
war situations. 

The second form of military Keynesianism was increased expendi­
ture on arms in the 1980s by the USA itself (as well as, to a lesser 
extent, by the USSR). While this major increase in expenditure by the 
USA had the effect of reducing the level of unemployment, at least in 
the USA, it did so at the very high price of increasing drastically the US 
debt level The world-economy thus acquired in this B-period three 
major loci of debt the Third World (and socialist) governments, large 
corporate enterprises, and the US government. 

The consequences of these transformations on the workforce were 
seen in falling real wages for all those located in the former leading 
sectors, and increased unemployment (or irregularity of employment). 
S1nce these were precisely the sectors in which the trade unions were 
strongest, this weakened the labour movement considerably. This went 
along with a shift throughout the world to forms of work that were 

2. The shift WllS already visible and docwnented by 1977, and explained theoreti­
caUy in Frobel er al., 1980. 
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"-mdet less legal control (home~working, the informal economy) and a 
major expansion of subcontncting. This shift constituted, in fact, an 
expansion of the numbers of wage-workers worldwide while ar the same 
time reducing the average wage-level and also reducing the average per­
centage of total work time in wage work. 

The downturn in the world-economy was accompanied by an acute 
downturn in food production in peripheral zones, for two reasons. In the 
A-period, core countries considerably expanded food exports, in part 
through food aid programmes. They thereby displaced economically 
local food production. This new food dependency of the peripheral 
zones was then accentuated in the B-period when these states turned 
with ever greater eagerness to export-led production as the solution to 
their balance-of-payments difficulties, thereby further transforming food­
production areas into zones producing industrial or non-staple exportable 
crops. 

The resulting hunger and homelessness accentuated the migration 
from rum! to urban areas, but with an tmportant difference from the 
previous A-period. Previously that parr of the migration which was 
intra-Third World had been primarily to primate and/or capital cities, in 
search of wage employment, given the expansion of the state sector. 
Now such migration was emphasizmg lesser cities nearer to the rural 
zones of emigration because of the new emphasis on seasonal, informal 
and temporary work. One consequence was the flattening of the urban­
rural distinction, a point to which we shall return. 

The decline of the state sector resulting from the decline of the 
income potentials of states not only led to a reconstruction of the 
workforce but to a significant decline in the ability of the state sector 
to maintain the level and expansion of educational and health facilities. 
This was true worldwide and came to be perceived as a general problem 
of decline in urban environments due to the cumulative effect of popular 
violence and the decrease in state services. 

The world interzonal migration pattern began to shift as well. In the 
A-period the South-North migration was largely planned and en­
couraged by the state structures of the North. The economic stagnation 
led to a job squeeze in core countries, with the expectable political 
consequence of a reduced welcome for legal nugrants. But the now 
increased need of employers in the core for low-paid workers led to a 
rk facto collusiOn with those operating machtnery for evading border 
controls, which greatly increased the flux of 1llegal (or undocumented) 
workers, a phenomenon further encouraged by the deteriorating pohtical­
economic (and hence security) conditions in peripheral zones. 

Women workers in the B-period found more jobs, bur this was far 
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from indicating more equality at the workplace. On the one hand, they 
were more sought after precisely because of thcir socially constructed 
lower wage levels. Since dteir increased employment was often deliber­
ately at the direct expense of male workers, this seemed to reduce 
somewhat the statistical gap in pay between male and female workers, 
but primarily by reducing the male level. On the other hand, to the 
degree that these male and female workers were lo~ted in income­
pooling households, the total average income of the households in cash 
went down, thereby accentuating the reduction in real wages. Further­
more, the amount of part-time wage work went up worldwide as a 
percentage of all wage work, and employers of part-time workers tended 
to prefer to recruit women. Thus, although more women were in the 
world workforce, their subordinate role was in fact reinforced by the 
fact that the percentage of work done by women dtat was full time 
became less. 

Finally, it should be noted that dtere were ecological consequences. 
The 1950s and 1960s led to a considerable increase in the exhaustion 
of primary resources precisely because of the enormous expansion of 
world production. The 1970s and 1980s saw no similar expansion. 
Instead they saw a shift in locus of the major ecological costs from core 
to peripheraJ and semiperipheral areas. 

II 

The role of dte USA in the world-system had been steadily growing 
stronger since at least the 1870s. As British hegemony entered into its 
B-phase, the USA became increasingly important as a competitor on 
the world market, its principaJ rival being Germany. This rivalry cul· 
minated in the two world wars, acmally to be thought of as one long 
'thirty years' war' from 1914-45, which ended as we know in the un­
condttional military triumph of the USA and its allies. 

In 1945, the USA was the onJy major industrial power of the time 
to have emerged from the military conflicts not merely unscathed in 
terms of any physical destruction of its 6xed capital but, on the contrary, 
enormously strengthened in terms of its productive capacity and effi. 
ciency. It was able quiclcly to transform this economic advantage into 
a political, military and even cultural advantage that continued and grew 
in the immediate postwar period. Thus, 1945 marks the beginning of 
the heyday of unquestioned US dominance or hegemony in the world­
system. US strength grew greatcr and greater in the twenty-five years 
or so thereafter. 
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The only other country with significant geopolitical and military 
strength in 1945 was the USSR. a country whose official ideology seemed 
to set it at direct odds with the USA in terms of long·term objectives 
for the structure of the world·system. The USSR, however, did not 
have anything near the productive strength of the USA (not to speak of 
commercial or financial strength). Its presumed great military strength 
would never be tested direcdy, for both the USA and the USSR were 
at pains to avoid a military collision. However, the USA had an initial 
nuclear edge in potential fuU·scale warfare, which was at most neutralized 
by the Soviet acquisition of nuclear bombs and the subsequent arms 
developments on both sides. The Soviet political appeal in the world 
arena, although considerable, turned out to be less than anticipated in 
1945. And US claims to moral leadership, while constantly contested 
very strongly, always found a wide audience, especially in Western Europe 
and Japan. 

The evaluation of the US-USSR relationship during the post·1945 
years is bounded by limits contained in two slogans: the Cold War and 
Yalta. The Cold War symbolized tota\ antagonism, albeit in a (relatively) 
cold form. Yalta, to the contrary, symbolized mutual accommodation 
(or for some a 'sell·out' by the USA to the USSR). In reality, looking 
back on the years 1945-1967/73, the actual story seems to be neither 
total antagonism nor mutual accommodation/'sell~out'. 

Rather, the relationship, while noisy in rhetoric and full of tactical 
manoeuvring, was one primarily of mutual self·restraint. In the successive 
major military·political confrontations (the Greek Civil War, the Berlin 
blockade, the Korean War, the Quemoy·Matsou dispute, the Cuban 
missile crisis), the ultimately decisive operative slogan seems to have 
been prudence and the restoration of the status quo. The Je jJUto con~ 
sequence in terms of the world-system as a whole was the ghettoization 
of a Soviet 'bloc' within which Soviet authority was unchecked, which 
was minimally involved in worldwide commodity chains, and which in 
Europe respected perfectly the military frontiers established in 1945. 
Furthermore, the Cold War rhetoric enabled both the USA and the 
USSR to exercise a strong hand in their respective spheres, often with­
out any significant challenge from the other (the German Democnuic 
Republic 1953, Poland and Hungary 1956, Czechoslovakia 1968, Iran 
1953, Guatemala 1954, Lebanon 1958, Dominican Republic 1965). 

The USA worked to create politico-military alliances with all the 
major industrial countries -Western Europe, Japan, the \Vhite Common~ 
wealth countries. This required initially significant assistance in physical 
reconstruction and renewed investment, a project which resulted in 
political advantage (a 'free world' bloc in the interstate system), militarY 
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security (NATO, US-Japan Defence Pact, ANZUS), and economic 
opportunity (foreign direct investment by US transnationals). This habit 
of automatic US leadership and unilateral decision·making in the world 
arena had its cultural countetpart the rise to centrality of US intellectual 
structures in all the fields of knowledge; New York as the world's art 
capital; and the so<alled 'coca-colonization' of the popular culture of 
the world (but, 6rst of all, of its allies in the industrialized core zone). 

In peripheral zones, the period was marked by relative prosperity 
and the expansion of investment in infrastructure, educational and health 
facilities. In that large part of this zone which was still under formal 
colonial rule, nationalist movements gained strength steadily. The colonial 
powers launched, for the most part reluctantly, programmes of 'de· 
colonization', 6rst throughout Asia, and then in Africa, the Caribbean 
and Oceania. In general, this process was relatively smooth, particularly 
in British colonies, meaning that it was relatively peaceful (with some 
notable and well-noted exceptions). The USA encouraged this kind of 
peaceful, minimally disruptive transfer of power to 'responsible' move­
ments, although the USA refrained from placing excessive pressure on 
the European colonial powers. Wherever colonial powers dragged their 
feet, for whatever reason, nationalist movements demonstrated a will 
and a capacity to force the pace (Dutch East Indies, French Indochina, 
Algeria, Kenya, the Portuguese colonies in Africa), and their energetic 
mobilization bore fruit not only for themselves but for their neighbours 
and fellow-colonized as well. 

Finally in this period of great expansion of the world-economy under 
US hegemony, the USA in particular did extremely well, in terms of 
both the economy and social cohesion. It virtually eliminated the labour­
capital conflicts at home that had been so acute in the 1930s. Thete was 
a significant rise in the standard of living of skilled workers and lower­
middle-class strata, which began now to enjoy home and car ownership, 
durable goods, leisure·time activities, and higher education for children 
as normal expectations. The acute oppression of Blacks was alleviated 
by a higher rate of better-paying employment, accompanied by urbani­
zation plus the ending of legal segregation (first of all in the military 
forces). These measures, in tandem with a ferocious anti-Communist 
ideological crusade plus the dear benefits deriving from US hegemony, 
seemed to fashion an exceptionally high degree of national unity. 

And yet, by 1967/73, the skein of US hegemony began to unravel, 
something that seemed to be caused by the very successes of the USA 
in the establishment of its hegemonic authority. The most acute diffi­
culty was posed by the growth in economic strength of other states in 
the core zone, in particular Western Europe (especially the Federal 
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Republic of Germany) and Japan. This showed up quite dearly in the 
patterns of foreign direct investment by transnational corporations. 
Whereas at first such investment was almost entirely a phenomenon of 
US-based TNCs, first European and then Japanese corporations began 
to represent a larger and larger percentage of the total. This began to 
pose a particularly acute problem for US corporations, given the overall 
slowing down of the rate of growth. 

The same pattern was repeated in terms of financial structures. The 
first sign of difficulty was the emergence of a new phenomenon at the 
beginning of the 1960s: the so-called Eurodollars - US dollars that 
were physically located in Europe and therefore not subject to direct 
US financial controls. By the end of the 1960s, this weakening of the 
US government's financial leverage was compounded by the shrivelling 
of the US gold stock, accentuated (but not solely explained) by the 
heavy outflows occasioned by Vietnam War-related expenditures. 

The ending of the fixed rate of gold in US dollars would relieve the 
pressure on the US gold supply, but only at the price of creating a world 
currency variability outside the unilateral control of the USA. Over the 
subsequent twenty-five years, the US dollar fell considerably (with, of 
course, ups and downs) vis-:\-vis the currencies of other major states. By 
1990, even the post-1945 practice whereby virtually all world economic 
transactions were denominated in dollars was coming into question. 

One major consequence was the loss of effective authority over the 
world financial markets by the US government (freasury Department 
and Federal Reserve Board) and the rise of rival centres of decision­
making - other national institutions (for example, the Bundesbank}, the 
'gnomes of Zurich', and the trio of interstate world financial/economic 
structures (the IMP, the World Bank and GATT). The annual meetings 
of the G7 economic summit, launched in 1977, and itself one of the 
major consequences of US economic decline, became a locus of 
negotiated decisions among the major powers in the core zone. The 
world-system found itself in the 'obligatory adventure' of financial 
globalization.3 

Of course, the other great powers in the core zone drew the appro­
priate geopolitical conclusions. De Gaulle's distancing of France from 
the USA (including the withdrawal from the NATO command structure) 
was the harbinger. It was followed by Willy Brandt's Ostpo/itile and the 
European pipeline. European unification began to shed its anti-Soviet, 
Aclanticist flavour in favour of a more autonomous patina. 

3. This is the tide of the 1990 book by Aglietta, B(ende( and Couden. 
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The unwillingness of the Third World to await the largesse of 
modulated decolonization had already been strongly demonstrated, first 
by the Chinese Communists and later, but with even more enervating 
effect, by the national liberation movements in Vietnam, Algeria, Cuba, 
and southern Africa. Even, however, with these experiences under the 
belt, the world-system (and the USA in particular) was caught off guard 
by the Iranian Revolution, and in particular by the total unwiUingness 
of Khomeini and his supporters to respect the 500-year-old conven­
tions of interstate diplomacy. The nose of the Great Satan was sharply 
rweaked, Mr Carter lost his helicopters in the desert, and Mr Reagan 
found he had to purchase the freedom of the US hostages. 

When President Nixon proclaimed 'Let Asians 6ght Asians', he was 
already thereby admitting the limits of direct US military intervention in 
the world-system. Yet, the creation of subimperialist regional guardians 
was shown to be a substitute of limited effet:tiveness with the relatively 
easy destitution of the Shah of Iran. Nonetheless, this did not slow 
down the increasing militarization of the Third World, in which US 
interest was now becoming more immediately commercial and less a 
matter of middle-range strateg)t Indeed the commercial need became 
very strong. The USA, to be sure, wanted to retain control of, or at 
least limit the availability of, the most advanced weapons. In fact, of 
course, the proliferation of weapons of mass destruction, despite the 
active opposition of the USA, constantly expanded in the 1980s, to the 
point that nuclear, chemical and biological weapons came to be a part 
of the arsenal of many semiperipheral states (even if the latter still felt 
pressure to deny publicly their possession, or felt obliged to keep their 
nuclear potential in an ahnost-but-not-quite-ready state). 

Meanwhile, the world revolution of 1968 served as a protest every­
where against US hegemony in the world-system, but a protest simul­
taneously against the USSR, accused of de jatto collusion with US 
hegemony. The revolutionaries pushed their analyses further, making a 
fundamental critique of all the major historic antisystemic movements 
without exception: social democrats (Labourites, New Deal Democrats), 
Communist parties, and national liberation movements. They launched 
a demand for an entirely new strategy, one far less cooptable by the 
hegemonic liberalism of the USA. This call effectively undermined 
the old antisystemic movements, but it also marked the beginning of 
the end of the US cooption strategy. 

The disintegration at the end of the 1980s of the Soviet bloc and 
then of the USSR itself can be deemed a US victory only if one takes 
seriously the assertion that the destruction of this bloc had represented 
the (or even a) primary objective of US world policy since 1945. In 
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terms of US hegemony in the world-system, the disintegration of the 
Cold War scaffolding of interstate relations can more pertinendy be 
seen as a vital blow to US pre-eminence, and therefore as something 
that occurred despite {and not because of) US political will. 

The decline of US relative power in the 1970s had permitted the 
Brezhnev regime to seek to stretch the terms of Yalta, most notably in 
Afghanistan. The USA was thereupon able effectively to use this new 
Soviet assertiveness as an argument to slow down during the 1980s the 
growing aspirations of Western Europe and Japan for political autonomy 
from US world leadership. 

The world economic stagnation, accentuated by the debt crisis, was 
to have in the 1980s a destabilizing effect on the governments in 
peripheral and semiperipheral states. The crisis of legitimacy, especially 
but only in states which had claimed to be antisystemic in inspiration, 
first drew world auention in Poland in 1980, followed by a long series 
of instances such as the fa11 of the military regimes in Brazil and 
Argentina, the crisis of the FLN in Algeria, and the agonizing collapse 
of the Congress Party in India. Throughout Asia, Africa and Latin 
America, the fiscal crises of the states led to the internal clamour for 
'democracy' but simultaneously to the 'restructurings' imposed by the 
IME The collapse of the east-central European Communisms was merdy 
the culminating event of this series. 

The Gulf War crisis of 1990-91, in the very drama of US military 
triumph, illustrated well the declining strength of the USA in the world­
system in two fundamental ways. The first was in the fact that this crisis 
was deliberately and knowingly provoked by Iraq, whose government 
resisted every auempt to avoid the actual outbreak of warfare. In the 
period since 1945, this was the first such provocation of the USA. In 
other cases where US strength had been tested, the provocation was 
surreptitious and tacit (Berlin blockade, Cuban missile crisis) and never 
was allowed to culminate in warfare. US hegemony had been tested, not 
challenged. Now it had been defiandy challenged, and the inability of 
the Iraqis to win the battle militarily was less important than the 
precedent they were setting. 

Second, it was dear that the USA could win this battle only on two 

conditions: that it mounted a collaborative effort under UN aegis, and 
that the battle was financed externally. The first condition demonstrated 
the new political constraints on the USA, and the second the new 
financial dependence of the USA on its former client states. These two 
realities have been subsequently confirmed in the inability of the USA 
to depose Saddam Hussein despite the military victory. 
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There are some observations about the 1970s and 1980s which are not 
easily accounted for merely by viewing this period as that of a 
Kondratieff B-phase or as the beginning of the period of decline of a 
hegemonic power. One of the most suiking of these other occurrences 
is the widespread and rather profound attack on state power. The power 
of states - their centralization vis-:.1.-vis regional forces, their authority 
over subjects/citizens, their dear definition vis-tl-vis O[her st~l[es in the 
interstate system - has been on a steady rise since the creation of the 
modern world-system; that is, for some 500 years now. Of course, there 
have always been localized challenges to this growing authority, but the 
momentum of 'statism' has seemed not only to be unrelenting but to 

have had a remarkable thrust forward, thus reaching a new and excep­
tional peak precisely in the period 1945--1967/73. In this period, even 
conservative forces in core zones were openly lauding the virtues of 
dirigi.rme. 

The hegemonic power had in a sense demonstrated the successful 
model of the New Deal, a model whose true blossoming was in the 
post-1945 period. The Western European states and Japan followed the 
same path. The Communist bloc shouted that they did it better. And 
the Third World franticaUy sought to use the state machinery to 'catch 
up' under one ideological guise or another. So large a proportion of 
enterprises had become state-tlltl that a special term, the parastatals, 
was invented to designate them. Above all, the states were committed 
to serving the function of providing a wide range of basic services, as 
well as a so-called safety·net - social security, education, health, income 
for those out of the work network, finding employment for those who 
became unemployed, and in general countering cyclical downnans. The 
atmosphere was clearly expressed in the extraordinary statement in 1971 
of a conservative US president, Richard Nixon: We are all Keynesians 
now.' 

Suddenly, this secular trend began to reverse itself sharply in a series 
of ways. The unity of the state machineries began to come ut~glued in 
one crucial way in the core zones. The central banks began to assume 
a degree of real autonomy in decision-making vis-:\-vis the central 
executive authorities that powerfully subverted the ability of these 
authorities to control their economic parameters. Whereas state authori­
ties always had to take into account a gamut of political forces, central 
banks were responsive almost exclusively to a small segment of trans­
nationals. Similarly the growing power of interstate structures like the 
IMF, seen in peripheral zones as agents of the core, could be viewed by 
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authorities in the core zone as agents perhaps of core forces but 
subversive of the state machineries of the core zone. 

The revolutions of 1968 put a serious crimp in the intell«:tual hold 
of centrist, reformist liberalism on intellectual and political norms. As a 
result, conservative forces were liberated to return to their original anti­
statist, anti-reformist bias. This was alternately called neo-liberaJism or 
neo-conservatism, and was exemplified ideologically by the Thatcher and 
Reagan regimes. The revolutions of 1968 also detached the commitment 
of the world left to statist reformism. The rise of various kinds of 
movements promoting the coherence and solidarity of groups whose 
boundaries were not congruent with those of the states combined with 
the convulsions of 1989 to put a serious damper on the remaining 
efforts of the historic antisystemic movements (the 'old left') to strengthen 
state structures. Slogans such as 'think globally, act locally' pointedly 
omitted the state level. While the new ancisystemic movements turned 
anti-statist as a mode of radicalizing their action, the old antisystemic 
movements thereupon began to renege on their commitment to welfare­
statism as a mode of staunching the loss of electoral support to more 
openly conservative movements. Swept up in the language of the 'free 
marke[', they were acknowledging the (at least momentary) appeal of the 
Friedmanite counter-Keynesian offensive of the 1980s. 

All of this rhetorical turmoil seemed to reflect the exhaustion of the 
two-century-long ideological model of reformist liberalism, arriving at 
human progress through incrementalist state enactment and encourage­
ment of rational change, as devised by technological experts. But the 
shift from reformist liberalism to the free market as political ideology 
was not a simple operation. For the old ideological model had one 
major trump card: it had acquired popular legitimacy over its history, by 
persuading popular forces that political activity paid off eventually. This 
belief served consequently to constrain 'revolutionary adventurism' and 
hence was profoundly stabilizing. The new ideological substitute had no 
historic popular base. It will therefore have to prove itself rapidly, or 
risk losing adherents as fast as it gained them. 

Thus the disintegration of state structures, which we begin to see in 
the 1970s and 1980s, took on a new, more menacing, flavour. Whether 
it was the de facto replacement of state authority and state functions in 
locaJ zones by integrist religious movements, or drug mafioso operations, 
or militarized sub-ethnicities, or urban gangs, or movements like Sendero 
Luminoso, the phenomenon was spreading. But the most important 
aspect of this phenomenon was not that it was spreading, but that the 
major world powers seemed unable or unwilling to do much about it. 
The disorder seemed to be slowly spreading. limited primarily by the 
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degree of local exhaustion from the acute insecurity and economic 
suffering such disintegration of state authority involved. 

This seeming reversal of the upward trend of statism appears to 
have been matched by the seeming reversal of the upward trend of 
secularism. This is not surprising. since statism and secularism were 
both historically and theoretically linked. Secularism was an essential 
concomitant of statism because it removed a very major obstacle to the 
necessary de6nition of citizenship as pertaining at least to all those 
born within certain arbitrary boundaries and having thereby both duties 
and obligations. The state was a se<:ular institution par ex«Uen« and had 
needed to libemte itself from all non-secular claims in so far as it 
intended to centralize authority. 

Secularism succeeded as long as the vision of progress, under the 
aegis of reformist liberalism, reigned supreme. Religion was kept out of 
politics so long as people felt that they could attain their political ends 
by political means in the only political arena that seemed to matter, the 
state. In so far as statism came under attack, however, secularism began 
to lose its major political justi6cacion. The re-emergence in new strength 
of fundamentalist/integrist/neo-traditionalist religious movements in 
every corner of the globe should thus be seen not as a reversion to 
some patterns predating the modern world-system, but rather as a 
revised, anti-statist mode of seeking to achieve the unfulfilled goal of 
modernity, equality in the realization of a decent quality of life. 

The question, of course, is whether the new anti-secularism is a 
merely momentary reaction to a passing B-phase or is more fundamental. 
To the extent that it is linked with the cultural 'revolution' expressed in 
both 1968 and the collapse of reformist liberalism, it is likely to feed 
the creation of a new politics, of which the 1980s has heard much: 
identity politics, or the new faith in a crosscutting multiplicity of 'groups' 
and hence of group claims and group rights. 

The third new trend of the 1970s and 1980s was the assau1t on the 
clauns of scienciscic science - both by the 'new sciences' and by the 
proponents of 'culture'. Of course, one might argue that a shift in 
paradigm is a cyclical phenomenon in the history of thought. But there 
Js a difference here. The old paradigm - Newtonian, positivist, deter­
minist science - was not merely a mode of de6ning normal science for 
a small group of specialists. It had become in the last two centuries one 
of the reigning faiths of the modern world-system, perhaps tht reigning 
faith. 

As such, the faith in science was more than an epistemological issue. 
It was a political phenomenon. Liberal reformism justi6ed its sdf­
confidence on the certainty of technological advance guaranteed by 
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science. It was no accident that even the leading anti-liberal ideologist 
of the nineteenth century, Karl Marx, argued the merits of his 
programme as constituting 'scientific socialism'. Hence, as in the case 
of secularism, sdentism was a necessary ideological prop of statism. 
Removing this prop has serious political and general cultural 
consequences. 

Finally, in looking at developments in the 1970s and 1980s, we see 
three long-term curves reaching asymptotes, which may lead to further 
profound shocks to the system. The first is the transformation of the 
workforce. Analysts have long perceived proletarianization as a secular 
trend of the modern world-system. Actually we have underestimated 
how slow it has been in reality. And we have neglected how crucial to 
the modern world-system its non-universalization as a work form has 
been.4 

In fact, the data seem to indicate that we are not reaching a fully 
proletarianized workforce (as defined classically), but rather a workforce 
in which there is a flattening of the variation of the degree of prole­
tarianization across core-periphery and urban-rural differences. Indeed, 
we are seeing an evening out of population distribution such that it is 
increasingly difficult to delineate clear urban-rural dichotomies (at least 
within states). The political impact of such flattening is as yet uncertain. 
But it seems to remove one of the major mechanisms by which historic 
returns to economic expansion were engmeered - that is, via the prole­
tarianization of some 'reserve' labour force, which quite often meant 
the urbanization of persons previously resident in rural areas. 

A second asymptote can be seen in the field of education. As late as 
1945, there was a very sharp hierarchy, worldwide and within each state, 
of educational levels within the adult population. But the posr-1945 
economic expansion, accompanied by the triumph of statism and in­
creased urbanization, led to an incredible expansion of primary educa­
tion, a major expansion of secondary education, and even a remarkably 
large expansion of tertiary education. The rate of expansion slowed 
down in the 1970s and 1980s but continued nonetheless. In any case, 
the curves inch up to limits. 

The problem with the universalization of education is that its success 
has undermined its political virtues. Education had been seen as a 
primary guarantor of liberal reformism, offering both opportunity and 
upward mobility on the one hand and social integration on the other. 
But the education of everyone has not meant that hierarchy is dis-

4. See the discussion in Smith and Wallerstein, 1992. 
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appearing; it has rather meant that the absolute level of education could 
no longer serve as the primary criterion of hierarchization. The political 
consequence became rapidly visible. Education came under attack 
because of its presumed lack of 'quality'. This has been a cover for 
creating a hierarchy of levels of quality of education within levels of 
quantity, and the quality has been identified with the particu1ar schools 
wh1ch individuals have attended. Of course, this qualitative measure has 
always existed, but it has been revived and amplified to counter the 
effects of democratization of access. The consequence is that the faith 
in the redemptive virtues of education in the dissolution of inequalities 
has been undermined, and thereby one further systemic stabilizer has 
been vitiated. 

Finally, the third asymptote we seem to be reaching is ecological 
degradation. Over 500 years, the accumu1ation of capital has been 
predicated on the vast externalization of costs by enterprises. This 
necessarily meant socially undesirable waste and pollution. As long as 
!here were large reserves of mw materials to be wasted, and areas to be 
polluted, the problem cou1d be ignored, or more exactly considered not 
to be an urgent one. The dramatic economic expansion after 1945, 
aided by further scientific advances, has led more and more people to 
believe that the world has crossed the threshold of danger - that is, to 
believe that the problem is now an urgent one. 

Hence, in the 1970s and 1980s, ecology became a major political 
issue. The traditional political forces have tried the patchwork solution 
of verbal cooptation of the issue. But the problem is too dramatic to 
be affected by minor adjustments, and too expensive to be paid for 
easily. The real costs involved in ending waste, undoing pollution, and 
then not re-creating the problem are extraordinarily high. Paying for 
these costs threatens to overwhelm the possibilities for continued accu­
mulation of capital. In any case, the issue directly opens up the question 
of the legitimacy of the current polarization of wealth and resources. 

None of the problems discussed here is totally new. All seem to have 
posed, however, acute dilemmas as of the 1970s and 1980s. None seems 
soluble simply by entering a new Kondratieff A-phase or a new hege­
monic A-phase. Indeed, all three problems would probably be 
exacerbated by an upturn. 
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The Global Possibilities, 1990-2025 

Immanuel IPtt!!erstein 

In the light of the patterns of the world-system that we have analysed 
for the years 1945-90, what can we plausibly expect of our present/ 
future, 1990--2025? Formally, there are only two real possibilities. One 
is that the world-system will continue to function more or less in the 
ways that it has been functioning for five centuries now, throughout its 
life, as a capitalist wodd-e<:onomy, with to be sure the constant necessary 
adjustments to the machinery of the system. This would mean, in terms 
of the cycles that we have been analysing in this work, that the 
Kondratieff cycle would turn upwards again, and that the longer 
hegemonic cycle would begin again its path of reconsuuction. The 
world-system might be different in many ways, but essentially it would 
remain a capitalist world-economy, based on an axial division of labour, 
unequal exchange, and an interstate system. 

The second possibility is that those new phenomena which began to 
be noticeable in the 1970s, but which we argued could not be analysed 
as being simply the reflections either of a normal Kondmtieff B-cycle or 
of the beginning of a hegemonic decline, prove sufficiendy important 
and massive that it becomes no longer reasonable to expect that the 
system will continue more or less in the same manner, with merely some 
adjustments. In this e2se, we would rather expect the burgeoning of a 
systemic crisis or bifurcation, which would manifest itself as a period of 
systemic chaos, the outcome of which would be unc:erhlin. The basic 
methodology we shall use is very simple. We shall assemble the arguments 
that might be made for the second hypothesis, that of systemic crisis. If 
the arguments we put forward do not seem plausible or convincing, 
then the first alternative, the normal continuance of the system, would 
be upheld, and it therefore will not be necessary to argue it separately. 
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It may be usefu1 to distinguish in this analysis the 1990s from the 
period 2000--2025. We are already living in the 1990s. It seems dear 
that this is the final subperiod of the Kondratieff B-phase in which the 
world-economy has been since 1967/73. It is now widely asserted in 
the media and in political discourse that the 1990s are a period of 
'recession'. This is, of course, no mort true than it has been fot two 
decades now. But since the final years of a B-phase are often the worst 
in terms of unemployment and general belt-tightening, it is harder far 
commentators to deny the reality of the worldwide 'recession', a denial 
in which the powers that be indulged themselves during the 1970s and 
the 1980s. 

We may possibly, but not certainly, have a dramatic 'crash' of prices 
soon. This is simply one way (but not the only way) to clear the decks 
of the weakest economic performers in a period of stagnation, to prepare 
the way for a fresh expansion of the world-economy. We may also 
witness an acute increase in social unrest. ]t is normal that, in the early 
years of a Kondratieff B-phase, the working cluses tend to be concili­
atory in the hopes of retaining their jobs in a threatened job market. 
But in the later years, the advantages of further conciliation pale by 
comparison with the threat to their already lowered standard of living, 
and greater militancy is a normal response. While more intense clus 
struggle is a rational response (rational in that it speaks directly to the 
problem at hand), such moments also see the intensification of less 
'rational' inter-ethnic struggle, in response to the sense many people 
have of being threatened by the economic squeeze ever more immedi­
ately. It is no different this time: in the 1990s we are seeing an increase 
(by comparison with earlier moments in the post-1945 period) of both 
class struggles and inter-ethnic struggles around the world. 

The coincidence of a Kondratieff B-phase with the beginning of 
hegemonic decline poses special problems for gteat powers. especially 
for those that are located in the core zone. Their internal equilibrium 
is much more shaky than usual, and fear of social unrest at home 
becomes the compelling priority. They also know that the possibility of 
doing well in the expansion of the prospective A-phase depends on 
their ability to be competitive in one particular sub6eld of world pro· 
duction, that of the new leading products. This, too, leads these states 
to turn inward, in search of formulas that will reward the workforce in 
these new product areas while remaining very prudent about com~es~ 
sions to the working classes in wha.t are considered outdated arenas of 
production. If such a period coincides with the culminating phase of a 
long struggle for hegemonic supremacy, it can lead to world war. But 
if it is at only the beginning of such a struggle for hegemony, as we are 
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now, the combination of the two internal concerns leads these powers 
instead to be quite cautious in the international arena. The utilization of 
threats of force, implying sending troops outside the national frontiers, 
risks social explosion at home, given a situation of pre-existing social 
unrest. Geopolitically, such a situation can be rather paralysing, and this 
is precisely what we are seeing in the 1990s - in Bosnia, in Somalia, in 
Haiti, in Korea, and elsewhere. 

To be sure, the situation of the 1990s would normally be quite 
uansitory. At some point, probably ±2000, there should be an economic 
upturn. There will have been enough 'cleaning-out' of unprofitable 
productive enterprises worldwide, enough elimination of accumulated 
rent situations, and enough innovations in the prospective new leading 
industries, plus enough restoration worldwide of global demand through 
a combination of new proletarianizations and the increase in social 
benefits acquired as a result of the renewed class struggles, such that 
there will once again be an adequate basis for an expansionary 
momentum in the world-economy. Not only is this a normal expec­
tation, but there is little reason to think that it will not occur this time 
too. 

Thus, at one level we may expect the normal continuance of the 
patterns of the world-system. The question is how this ongoing pattern 
will be affected by, interact with, the new elements of which we have 
been speaking. We shall analyse the mixture in terms of the same six 
vectors we used to analyse the period 1945-90: the interstate system, 
world production, the world labour force., world human welfare, the 
social cohesion of the states, and the structures of knowledge. 

It is now a commonplace observation that, given the relative decline 
of US economic strength, the world-system has become triadic, by which 
is meant that there are now three loci, or central nodes, around which 
economic activity is organized, and that the three are sufficiently com­
petitive with each other - that is, near enough in the prices at which 
they can supply major products on the world market- that none of the 
three, now or in the immediate future, will be able easily to outdistance 
the others. This triadic distribution has been discussed primarily as an 
economic phenomenon, and of course this is the heart of its existing 
reality. But such a triadic distribution of economic strength cannot fail 
to have geopolitical implications. 

The end of the Cold War has made archaic aU institutions that had 
their origins in the Cold War. This is the basic problem of NATO. It 
is the object of lavish rhetorical support while at the same time it has 
been given in fact a relatively minor role to play in the post-1989 geo­
political arena. In short, it is being treated by the great powers in the 
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way we have observed them acting for almost fifty years towards the 
United Nations, as a secondary adjunct. 

The USA remains in the 1990s by far the strongest military power 
in the world, a fortiori given the collapse of the USSR. But it is a power 
whose force is on the wane, given the decline in its internal financial 
base and its internal legitimacy. On the contrary, it is most probable 
that each of the other potentially major military powers in the world -
the European Community, Japan, Russia and China - will, in the 
twenty·five years to come, become stronger than they ate in the 1990s. 
Furthermore, it is quite clear that nuclear weapons are no longer tech· 
nically out of the reach of the so--called middle powers. Who among 
them already has such weapons, who will have them soon, who will 
only have them twenty-five years from now is a matter of considerable 
debate, but nuclear proliferation is already occurring. How fast things 
move is a function of how much the USA can and will still invest in 
rearguard manoeuvres against this proliferation. It is hard to believe 
that by 2025 there will not be at least several dozen states who will 
have nuclear weapons at their disposal. There is in addition the present 
reality and prospective spread of chemical and bacteriological weapons, 
which are inherently more difficult to monitor than nuclear weapons. 

Thus, it is scarcely adventurous to put forward the picture of a world· 
system in which there will be widespread diffusion of significant military 
power without the comforting concentration of this power in two ef· 
ficacious (and mutually restraining) command posts such as existed in 
the world-system during the Cold War. The absence of such command· 
posts opens up three major possibilities, all of which may occur: a 
proliferation of 'minor' wars that will be relatively unchecked; the 
possibility that multiple forces in the South, coincidentally or conjointly, 
will deliberately engage in military challenges to the North; and a difficult 
search in the North for new alliance patterns in the hope of stabilizing 
the interstate system. 

The ability of the North to contain a military disintegration of the 
world-system would depend on the degree to which the so·called major 
powers could in fact re..aeate stabilizing alliances. This is, of course, 
what is being discussed under the heading of 'finding a new role for 
NATO'. The likelihood of this depends, however, on the current struggle 
over the creation of new quasi-monopolies in world production. It is 
this struggle that will determine the ability of each of the three triadic 
nodes to retain and augment their overall economic strength and con· 
sequendy their ability to accumulate capita1 and to sustain and improve 
their national standards of living. 

During the Kondratieff A-phase, the competition between the three 
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nodes will be acute, each trying to secure a sufficient economic edge 
such that it can 'lock in' some technological advantage, and thus achieve 
the rents deriving de facto from middle-term monopolies. It is in part a 
battle over concentrating the key patents which will bring in their wake 
high profit margins. If the three nodes are not too far apan as of the 
1990s, it is not likely that they will remain in this relative equilibrium in 
the period 2000-2025. One of them will probably pull ahead, as has 
happened so regularly in past competitions of this sort. 

The economic competition poses two sorts of problem. The TNCs 
which are located primarily in the one node or the other are individually, 
and also in collusion with fellow-national TNCs, seeking optimal 
arrangements to pursue their ability to accumulate capital. This requires 
the making of inter-enterprise alliances and it requires as well support 
from their state machineries. The fact that there are three nodes and 
not two means that the structure is unstable. As the competitive battle 
goes on, it will be tempting to try to reduce the triad to a dyad, since 
in this case the two of the three that link up will have a clear advantage 
over the third. On the other hand, any struggle to reduce the triad to 
a dyad will exacerbate the latent tensions among them, and make it 
more difficult for the governments to reach accord on a common front 
of the North vis-a-vis the incipient military challenges from the South. 

The manoeuvring by TNCs is already going on, and no clear pattern 
has yet emerged. In the effort to secure control of the new leading 
products - microcomputers, biotechnology, metals that permit super­
conductivity, multimedia informatics, waste management, and so on -
the USA has the advantage of the largest existing markets but the 
disadvantage of structures of production that are less than maximally 
efficient with an overextended, indeed bloated, network of middle­
management cadres. Japan is in virtually the opposite situation: relatively 
efficient overall structures of production (including, of course, the whole 
system of subcontracting) with insufficient internal markets to absorb 
the production. Western Europe seems to fall in between on both 
criteria. Of course, governments and the TNCs are aware of these 
differences, and have been moving to reduce the negatives. But this is 
more easily said than done. 

Like teams preparing for the big contest, the three nodes have been 
assembling their forces. This has taken the form of constructing regional 
networks which ate potentially, but not yet actually, protectionist 
redoubts. The European Community is an entity of approximately the 
same weight as the USA and Japan, or perhaps the USA plus Canada 
and Japan plus the so-called four dragons. Each of the three has been 
moving to expand its node by including some countries that are lower-
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cost production zones in a privileged relationship: Mexico for the USA 
(NAFTA), parts of Southeast Asia for Japan, possibly east-central Europe 
for Western Europe. 

In this situation, the result of any struggle to reduce the triad to a 
dyad is more likely to see Japan and the United States coming together 
than either of them with Europe. The reasons are not primarily 
economic, since economically any of the three combinations could 
probably work about equally well. The reasons are more broadly political 
and cultural. 

First of all, there is what may be called the special positions of 
China and Russia. These two countries combine present and potential 
military and political weight with large populations who are very eager 
and ready to serve both as an import market and as a source of cheaper 
labour for world production. There are, of course, other countries that 
have the second characteristic, but it is the combination of the two 
features that gives them their special position, and considerable 
bargaining power. Including China or Russia in one or another of the 
nodes will constitute a major prize in the struggle for primacy. Japan 
dearly wishes to include China in its node, but for historical reasons 
will find it difficult to do this; it would be easier for both Japan and 
China if the USA were to join them in a three-legged alliance. Europe 
has little to offer China but much to offer Russia, and will work hard 
to bring Russia within its node. Russia might be interested in a link with 
the USA, bU[ it is unclear that the USA would have the political and 
economic energy to develop such relations with both China and Russia; 
and, for geopolitical as well as historical reasons, the USA is more 
interested in China. 

Aside from how the triad relate to Russia and China, there is a 
second consideration that brings the USA and Japan closer together, 
and forces Europe and the USA further apart: the politics of military 
power. Japan will be politically unable fully to develop its military 
potential for at least another twenty-five years. It therefore needs a 
military ally, and the USA is the obvious candidate. Europe, on the 
other hand, wants very much to develop now a fuller military presence 
on the world scene, and it can only really do this to the extent that it 
loosens its links with the USA. 

The military issue is linked to a third factor, what might be called 
the general cultural issue. Japan and China are both interested in re­
asserting an East Asia centrality on the world cuJtutal scene, a reassertion 
which goes against the grain of the Eurocentrist assumptions of the 
geoculture of the world-system. Clearly, they cannot do this if they ally 
with Europe. The USA is, of course, culturally derivative of Europe, 
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but given its hybrid cultura1 structure is probably more flexible in the 
long run in this regard than Europe. Europe, on the othet hand, wishes 
to reassert itself as the heartland of European culture, a role that the 
USA usurped from Europe in the post-1945 period. Europe can more 
easily achieve this by distinguishing itself from the USA rather than by 
drawing closer. 

These, then, are the reasons why we may expect the emerging dyad, 
if there is one, to be Japan/USA/China versus Europe/Russia. In the 
1990s we are still in a triadic situation, and there is much public 
quarrelling between the USA and East Asia. But does each side mean 
what they say? It may well be that the public quarrels are merely a 
smokescreen of rhetoric behind which the geopolitical alliances of dte 
early twenty-first century are steadily being forged. 

The real question is whether any dyadic outcome, whatever its shape, 
will allow the North to deal with any challenges from the South that are 
more than rhetorical. One question is how the South will react to an 
emerging dyadic situation in the North. Initially, many countries in the 
South may seek to become part of the nodes. They will, so to speak, 
offer themselves for closer integration into the production networks 
under construction; indeed many are already doing so. But it is not 
enough to offer oneself for exploitation; one has to be accepted. The 
economic energy of the North in terms of monetary and human invest· 
ment is not unlimited. The famous FDI coming from the strong states 
tends therefore to be directed where it will pay off the most. Most of 
it goes, as we have seen, from one part of the core zone to another, or 
to those semiperipheral zones which have privileged political ties. An· 
other large amount goes normally to those countries which, for political 
and/or economic reasons, are newly given priority, and we have already 
suggested the reasons why China and Russia will be such priority areas. 
Finally, some of it must go to appease restive understrata in the major 
states of the core zone. After all this investment is distributed, how 
much will be left over in the coming A·phase for the other half of the 
globe? Probably not very much at all. There will, of course, be selective 
investment in enclaves all over, but, as we know from past A-phases, 
this may not add up to very much - almost certainly not enough at the 
level of larger states in the South to satisfy increasingly restive, increas­
ingly large, populations. 

What seems very possible is that we shall enter into a vicious circle 
of low investment, leading to an increased sense of exclusion, leading 
to social unrest, leading to these countries becoming increasingly unsafe 
as loci of investment and therefore to still further exclusion. And all 
this would be occurring at a time when the new expansionary A-phase 
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will seem to offer a more glittering standard of living than ever to 
populations in the North, or at least to its large midd1e strata. The gap 
between zones which has always existed, and whose increasing width 
the world was already discussing loudly during the 1945-90 period, may 
become magnified both in reality and above all in perception. 

The consequence for the structure of the world labour force of 
dyadic competition in the North combined with an increased North­
South gap in the coming world-e<:onomic expansion will be reinforce­
ment of the patterns already described for the 1945-90 period. The 
continuing deruralization of the world labour force will push ever larger 
numbers into sprawling urban centres, where they will be employed, to 
the extent that they are, in widening networks of part-time, informal, 
subcontracting structures. These will be located worldwide, North and 
South, but in a hierarchical pattern that will oonstandy encourage the 
stronger individuals to seck upward mobility by upward migration. 

Upward migration on an ever more massive scale may prove to be 
enormously politically disruptive for states in the North. Once there is 
a new A-phase, there will be a very strong lobby of employers to permit 
more legal migration, or failing that to collude in widening mechanisms 
of illegal immigration, which in turn will meet constant resistance from 
groups who see their wage levds and even their jobs threatened by this 
influx. 

Economically this may seem to be a development that wou1d be 
moving in a direction opposite from polarization, since it wouJd involve 
some flattening of wage disparities between North and South to the 
degree that the influx of migrants effectively lowered average wage levels 
in the North. Actually, the modern world-system will be coming full 
circle in the structuring of the world labour force. Originally, low wages 
were the norm throughout the world-system, with only pockets of high­
wage activities. The early patterns of industrialization led to a geo­
graphical concentration of higher-wage pockets, such that states in which 
core activities were located had larger and larger percentages of per­
sons for whom the 'iron law of wages' was a meaningless referent. 
With the increasing deruralization of the world labour force, and the 
depreciation of the pro6tability of those kinds of industrial production 
wh1ch employ large labour forces, we are once again returning to a 
situation where the distribution of lower and higher level wage jobs is 
becoming somewhat more even worldwide. With, however, one major 
difference: the income gap between those whose wages are at survival 
level and those whose wages are more than that is now considerable, 
unhke in the fifteenth to eighteenth centuries. Thus an increasing core­
periphery gap will become less and less seen or defined as a dearly 
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geographical phenomenon, and more and more as a class phenomenon 
in all countries. 

This is the worst of all situations for those interested in the political 
stability of the existing world-system. On the one hand, the populations 
in the South, who will still be the worst off and the most desperate, 
may be ready to contemplate more serious antisystemic disruption. On 
the other hand, the bottom suata in the countries of the North will no 
longer enjoy some of the amenities which they had been invited to 
share in the post-1945 period, and even more importantly will no longer 
believe that it is certain that their children will enjoy a higher standard 
of living than they. 

In the states of the North, this could lead not merely to disorder, 
but quite extensively to the end of Jacobinism, the ideal of the inte· 
grative nation·State, whose ultimate rationale was the disparity it could 
guarantee between the working strata of the North and those of the 
South. The cultural-political expression of the breakdown of Jacobin.ism 
is the rise of 'multiculturalism' in its many guises. Even if only partially 
successful, the assertion of 'group rights' will interfere with the ability 
of states of the North to mobilize politically (and militarily) against 
states of the South. But this will be happening at a point in the historical 
development of the world-system where, as we have seen above, it will 
be all the more necessary for states in the North to mobilize mass 
support at home beeause of the increased destructiveness of weapons 
available to the South at the raised minimum threshold level. That is to 
say, even though the states of the North will no doubt continue to 
maintain a considerable technological edge in their military capacities, 
the power of the weak states will for the first time be sufficiently 
destructive as to be truly threatening. If, on top of this, national identity 
breaks down in northern states, it is not clear how they can effectively 
oppose military defiance from southern states. 

It is here that the vector of world welfare raises its head as a crucial 
political variable. The seemingly steady increase over time of formal 
education, health services, and availability of nutritious food has served 
as a pillar of the world-system, however unevenly this welfare has been 
distributed. The exigencies of dyadic competition and vast migratory 
transfers of population will put enormous pressure upon - have already 
been putting enormous pressure upon - the abilities of governments, 
both South and North, to maintain their current levels of services. At 
the same time, the flattening of urban distribution, both within and 
among countries, combined with the long-term effects of the rhetorical 
commitments of the world-system to human welfare, have led to a 
much increased demand for democratization, a concept whose reality 
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has long been Je ]~«to measured in very large part by the distribution of 
welfare services. 

What this means is very simple. For the first time in at least 200 
years, governments are seeking to cut back everywhere on previous 
levels of expenditures on social services of all kinds. But this is the very 
moment where populations are pressing for a significant increase in 
governmem expenditures on social services of all kinds. Furthermore, 
the movements of the ethnic undersuata and of women are insisting 
precisely on a further and special increase of these services to them as 
previously neglected groups. Qu1te obviously, this is a scissors effect of 
the sharpest sort, and expresses itself as the 'fiscal crises of the states'. 

To the extent that states do not resolve their fiscal crises, they under­
rome the contextual stability that capitalist enterprises need in order to 
permit relatively rational risk-taking. On the other hand, to the extent 
that they seek to resolve their fiscal crises by some kinds of cutbacks, 
the cutbacks they will be able to make that would be most 6nancially 
significant- the so-called entitlements - form a good part of the income 
of the middle strata in the states of the North. These are the same 
middle strata whose bloated numbers are the target of those enterprises 
which are seeking greater leanness in the competitions of the world 
market. The combination of reduction of middle-strata jobs (by enter­
prises, and by governments who will support fewer such jobs in research­
related activities) and the reduction of direct benefits to these middle 
strata in terms of entitlements wouJd constitute an attack on precisely 
those elements who have been the political stalwarts of the liberal states 
of the North, and their major soldiers in the effort to contain the 
discontents of the lower strata. 

In addition, it is not only the middle strata of the North who are 
thus in peril, but also (albeit in somewhat different ways) the smaller 
yet equally politically crucial middle strata in the South. In the post-
1945 period, the improvement of the political and economic situation 
of middle strata in the South was even more spectacular than that in 
the North, although this group constitutes a much smaller pettenhlge 
of its national population. They were the primary beneficiaries of the 
national projects of the nationa1 liberation movements, and they have 
taken as the measure of what they ought to expect the standard of 
livmg of their equivalents in the states of the North. Their sustenance 
has been costly to state budgets, in part through the legal dispensing of 
perquisites, in part through illegal acquisitions. They have begun now to 
be squeezed, in part by the structural adjustment programmes imposed 
by the IMF and other world structures and in part by popular rebellion 
against precisdy their privileges. In addition, they have lost the sense of 
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mission that the national liberation project had offered them, and which 
had given them legitimacy in the eyes of the popular strata and in their 
own eyes. From revolution to corruption is not a very exhilattting 
collective trajectory. Of course, this has been a trajectory not only of 
strata in the South but in most of the North, as the political upheaval 
of the 1990s in Italy amply demonstrated. This, of course, further 
weakens the politial framework of the world-system. 

The decline in world welfare, and above all the decline of the 
confidence that world welfare is rising, constitutes a major blow to the 
social cohesion of the states. Nor is it the only such blow. Indeed, it is 
in large part a consequence of the far more important decline of the 
faith in the traditional antisysternic movements, and thereby the rupture 
of the belief in the efficacy of rational reformism. This is not a mere 
cyclical up and down, or at least it is more than that. We have argued 
that the world revolution of 1968, completed in 1989, involved a process 
of irreversible shift in collective social psychology. It marked the end of 
the dream of modernity - not the end of the search for its goals of 
human liberation and equality, but the end of the faith that the state 
within the capitalist world-economy could serve as the facilitator and 
guarantor of steady progress towards achieving these goals. 

The great stabilizer of the system, which made possible the social 
cohesion of the states, has been an underlying optimism of the long 
term. It is no longer there. It is not that long-term pessimism has 
replaced it, but rather acute uncertainty and lingering fear. Fear is not 
new, but it has been fear of certain people or groups or institutions; 
such fear could be countered by struggle to overcome them. The fear 
that now pervades is much less tangible; it is the fear that the situation 
is crumbling and that nothing is being or can be done to stop the 
crumbling. This kind of fear leads to much more erratic behaviour, 
much more uncontrollable behaviour. 

Individual states have, of course, frequendy been weak, or under 
attack from within. But normally they were under attack from alternative 
organizing structures which had clear long-term projects. There were not 
only the structures and projects of the old left. There were also the 
structures and projects of the dissenting Churches (broadly defined), and 
even those of the mafias. All of these structures with projects D~tried 
within them an internal optimism which made members impatiently 
militant in the short run but patiently confident in their long-term 
prospects. To the extent that such movements had been able by their 
militancy to achieve interim gains for their members (that is, an increase 
in human welfare), their anti-state rhetoric has in fact resulted historically 
in an increase, not a decrease, in the social cohesion of the states. 
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Today, there are some substitute movements that have been putting 
themselves forward, with similar anti·state rhetoric. Some have taken 
the guise of religious integrisms, some a renewed claim for ethnic 
sepanttisms. The question is not whether such movements can mobilize 
populations in the short run, but whether they can achieve interim 
goals for their members in the middle run. At some point, these move· 
ments will be called upon to assume some responsibility for govern· 
ance, as has always been the case. And at this point their ability to meet 
expectations is less a function of their programmes or wisdom than of 
the structural possibilities the world-system offers them. It is this latter 
that has changed. In this case, we are in another vicious circle: dis­
illusionment with the old antisystemic movements and the prospects 
for liberal reformism leads to the weakening both of such movements 
and of the social cohesion of the states; this opens space for other 
movements, which may gain local successes, followed by an inability to 
perform better in the provision of human welfare; and this leads to a 
further weakening of the social cohesion of the states. We seem to be 
tn precisely that circle now. 

There is one final problem, which affects simultaneously the stability 
of the interstate system, the profitability of world production, and the 
social cohesion of the states. It is addressed in the social issue that 
became for the first time a major concem in the last twenty-five years: 
ecology, or the health of our ecosystem. Ecology had long been a local 
concern; but it is only recently that it became a global concern. The 
reason is very clear: the steady expansion of both world production and 
world population had begun to use up remaining margins of waste 
within the world ecosystem. The objective constraints became blatandy 
evident, and in many cases frightening. The point is not to rehearse this 
story, but simply to outline the dilemmas involved in responding to the 
problem. There are rwo collective tasks involved: repair to damage 
already done; minimizing future damage. Each is costly, but the mode 
of payment is different. Essentially, repair to damage already done is a 
task that can only be undertaken in a significant way by governments, 
and financing the work requires taxation. Minimizing future damage can 
most effectively be done by forcing enterprises to internalize the costs. 

The basic question is who will bear the costs, and what priority such 
costs will have vis-i-vis altemative expenditures. Within each state, the 
costs for repair can be seen as part of the overall bill for welfare, since 
the main issue is public health. Within a context in which the current 
level of expenditures on welfare is diminishing and under constant attack, 
how plausible is it that a bill for significant repair of damage will in fact 
be incorporated into state budgets? To what extent, that .is. will the 
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taxation be progressive, or 'user-related'? Clearly, we have added a very 
divisive element to an alteady explosive debate about the role of govern­
ments in reducing or sustaining internal inequalities. 

In terms of the system of world production, forced internalization 
of the (not small) costs of waste management will seriously constrain 
the profitability of enterprises in a situation where secular global rises 
of wage levels are already putting serious pressures on profit levels. To 
be sure, if all enterprises were under exacdy parallel pressures (a dubious 
proposition), this would not affect their competitive position, but it 
could still affect the overall profit level, on the assumpuon that the 
elasticity of demand was less than one. To be sure, waste management 
has itself become a profitable enterprise, but it is profitable to firms 
specializing in it; it remains a cost for all the other firms. 

One solution that will appeal to many in the North is to export the 
costs to the South, by exporting waste and by exporting industries that 
do not wish to internalize the costs of waste management and seek 
therefore to avoid bureaucratic controls. In terms of the interstate 
system, this will involve a significant further increase in the North­
South polarization, and this at a time when, as we have seen, the military 
stability of the interstate system will be much weakened, especially in 
relation to the North-South axis. 

The final difficulty is located in the structures of knowledge. The 
modern world-system has been built on the faith in science - science 
as unlimited technological advance, and hence as the foundation of the 
world production system; science as progress, and hence as the foun­
dation of world human welfare; science as rationality, and hence as the 
guarantor of social stability and the inspirer of rational reformism. We 
have explored the degree to which this faith in science has been called 
into question in the last twenty-five years in ways that are more funda­
mental and more corrosive of collective faith than any critiques with 
which science has been confronted for at least 200 years. 

The intellectual and moral challenges to the simple trust in a science 
that could and would perform its sociaJ task of making possible 
collective improvement comes at precisely the moment when, with the 
end of the Cold War, organized science is losing the extraordinary 
financial base it had obtained in the post-1945 era. Everywhere, big 
science is being subjected to budget cuts, and has to face the challenge 
of alternative uses of collective resources, without the advantage of 
hiding such expenditures as military costs. We must not forget that 
science as an enterprise is as much a social organization as it is an 
intellectual activity, and bureaucratic attack affects recruitment, confi­
dence and optimism. 
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Organized science finds itself in a position similar to that of the 
antisystemic movements. Disillusionment is creeping in, albeit not yet 
to the degree that has affected the antisystemic movements. The new 
science represents an attempt to respond to the intellecruaJ culs de sac. 
It may also have implications for the social organization of science. The 
very attempts to regain antisystemic energy by inventing new social 
movements, less linked to the search for state power, has served as an 
adclttional obstacle, both intellectual and organizational, for organized 
science to overcome in the struggle to maintain and/or restore its privi· 
leged position. The question is whether the new science may not be 
caught in a squeeze between a still strong group unflinching in their 
commitment to positivism and those advocating a rejection of science 
jlfr se. This is in part an organizational question, but it is also in great 
part an intellectual one. By insisting on the inherent indeterminacy of 
the future, on the impossibility of quantitative accuracy, on the transitory 
nature of theories, the new science may have solved many of the intel­
lectual conundrums posed by Newtonian science. But its practitioners 
may equally find themselves in the position of reform movements: 
wanting to save the house of science, they may have undermined its 
social legitimacy, at least within the framework of the existing system. 

Does this series of dilemmas for the major institutional vectors of 
the world-system add up to a situation of systemic chaos? We shall, of 
course, know the answer to this only in the observation of the social 
reality as it develops. We shall be able to monitor this reality in five 
major arenas, for each of which we can observe the degree to which 
there will be great oscillation in behaviour which the system might be 
unable to contain. Each of these arenas constitutes a sensitive zone, in 
which too great an oscillation may, if one may be permiued the meta­
phor, force the vehicle permanently to leave its groove. 

The first is the arena of 'groups', or, to be more precise, of Gemein­
schtiften. A GemtinJChajt is the kind of group defined in terms of a (fictive} 
commonality and which lays claim to loyalty ovet and above egoistic 
interests. The story of the modern world-system has been no/ the 
ehnunation of Gemeinlfhqften but their subordination to the primacy of 
one particular one, that of 'citizenship'. Citizenship has, of course, been 
identified totally with states. In principle, in the modern world-system, 
for at least two cemuries now, everyone has been a citizen of some 
counuy and normally of only one country. There have been exceptions 
to this rule, but they were considered as anomalies. Of course, the rule 
still holds. The question for the immediate future is not whether citizen­
ship continues to exist and even to command loyalty, but whether it will 
continue to exert primacy of loyalty. 
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As dte ability of the states to respond to the currently expressed 
demands of its citizens lessens (for the reasons explained previously), 
and as, above all, the faith of the citizens that the state can and 
eventually will respond to its demands disappears, it is natural that the 
claims of pnority of other groups, other GemtinJchtifttn, become more 
persuasive. Indeed, as we have argued, this process has already begun. 
It is fuelled by two quite different sources. One is fears concerning 
survival in a situation where states seem less capable of ensuring 
security and stability. The other is the demand for democratization, 
the sense that the states have systematically ignored the needs of certain 
groups, who have thus de facto been excluded from the benefits obtained 
by other citizens. Both concerns lead to the militant organization of 
such groups. But the second motivation leads groups to oppose them­
selves to the states, whereas the first motivation leads groups to oppose 
themselves to other groups. 

The problem is that, in real social organization, the line between the 
two motivations is not very dear, and the actual groups are often divided 
among themselves as to strategy, the argument being one about whether 
the primary objective is self-protection (and hence group-aggrandizement) 
or democratization (or equality). One can well imagine a scenario in 
which three forces are at work: those favouring group-aggrandizement, 
those favouring democratization, and those favouring the status quo ante 
of 'citizenship' (formal equality but de facto hierarchy). In a situation of 
economic polarization, the absence of a stable geopolitical equilibrium, 
and a collapse of some of the ideological fundamentals of the world­
system, it is not implausible to see a confused zigzag of battles between 
these three forces, within and among states, which will feed upon itsel£ 

The second arena is what we may call police order. The ability of 
any historical system to operate is predicated upon a certain minimum 
of police order - that is, of a certain degree of general confidence in 
daily security of person and property. The level of security is never 
perfect, but it is normally h1gh. If it is not, the system of productlon 
cannot operate and very soon there are major problems of material 
distribution. In addition, it becomes very difficult to operate any kind 
of political or cultural institution. 

In our modern world-system, police order is guaranteed by the states, 
who use force, rew.trd and faith to enforce order. The degree of internal 
order has, of course, not been uniform across the states. States contain­
ing a high quota of core-like processes have always had more resources 
(material and spiritual) with which to maintain internal order effectively. 
But the remarkable feature of the modern world-system has been its 
ability to promote ever higher degrees of internal order worldwide on 
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the basis of secular states that are legitimated by popular sovereignty 
and participate in the singular divis.ion of labour of the world-economy. 

We have reviewed some of the reasons why this secular growth of 
'stateness' (which is another name for this police orde.r) may have passed 
its apogee and be for the first time declining. The question is whether 
it wtll decline as gradually as it ascended historically. There is reason to 
doubt this. The increase of Stateness can be g~dual because it is 
sustained by the assumption that it will grow greater, which was the 
result of the belief in progress, the faith in science, and the credibility 
of ~tiona! reformism. But if these pillars fail, the effect may be dramatic. 
In a scenario of prospective decline of stateness, the rush for advantage 
(or nther the rush to avoid disadvantage) can be precipitous. Such 
precipitation would, of course, be reinforced by the kind of confused 
inter-group struggle previously adumbrated. 

The third arena is that of military order, which is an aspect of the 
interstate system. Wars have, of course, been as chronic within the 
modern world-system as previously in world history. It is, however, 
important to see that, over time, the wars have tended to be of two 

principal varieties. The first is that of the wars of conquest, which have 
been part and parcel of the establishment of a core-periphery axial 
division of labour. In our language of today, they have been wars 
launched by the North to subordinate the South. The second is that of 
the wars of hegemony, the struggle among states in the Notth with 
each other for primacy, culminating in the world wars. In the historic 
process, two other kinds of wars have not occurred, or have been elimi­
nated. Wars among states in the South have been suppressed. Indeed, 
the 'restoration of order' in the South was one of the great imperialistic 
themes of the nineteenth century. And wars launched by the South 
against the North have not been possible. The wars of national liberation 
have, of course, been launched by the South but they were by definition 
and by objective territorially limited. 

What has begun to happen in recent years is the re-emergence of 
wars among the states of the South as well as wars launched by the 
South against the North that go beyond national boundaries. It is the 
sign of a diminution of collective military strength of the North. Once 
again, we have already analysed the sources of this decline: technological, 
economic and, above all, those deriving from collective social psych­
ology. Here again, as in the case of police order, the question is whether 
a decline in military order can be as gradual as its ascent. And here 
aga.tn, one may doubt that this is truly possible. The possibilities of 
warfare are as much conditioned by what is in the heads of the war­
makers as by what is or can be in their hands. A 'failure of nerve' in 
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the North can precipitate a disintegration of the protective dikes against 
the twO kinds of wars that were suppressed in the .modern world-system. 
Of course, any kind of breakdown in the military order will immedi­
ately affect the degree of police order that is possible, and intensify the 
intergroup struggles. 

The fourth arena is that of welfare, and in particular that of public 
health and food distribution. The great achievement of the modern 
world-system has been the steady improvement of public health and 
food distribution for at least the privileged third of the world's popu­
lation. We have examined some of the reasons why this has begun to 

be challenged: malfunctioning of the ecosystem, the intensification of 
migratory flows, the persistent demands of the non-privileged to be 
included in the benefits, the growth of world population. 

In the last 200 years, the ideologues of the world-system have been 
congratulating themselves on the conquest of diseases and the elimina­
tion of famines. Here, too, one must ask whether we have not passed 
the apogee and now lind ourselves on a descending curve. The general 
feeling still is, faced with new pandemics like AIDS and new s.igns of 
famine revival as in Africa, that this is a technological problem open to 
solution with enough investment of money and intellectual energy. And 
this may be the case, provided that the numbers of such problems do 
not grow and provided that we are not faced with breakdowns of police 
and military order. But, of course, we have just indicated why we may 
be faced with such breakdowns of order, in which case it may well be 
that the basic health problems expand very rapidly and overwhelm the 
capacities of the world health system to cope with them. In this arena 
as in the others, the oscillations can rapidly become quite wild. 

The final arena is the stability of our religious institutions. In a sense, 
the legitimacy of religious institutions has long been thought to have 
been undermined by the emergence of the secular, scientific geoculture 
of the modern world-system. In fact, the reality has been that the 
religious institutions have survived, and even in a real sense, tamed the 
challenge of secularism. Not only have the passions of antidericalism 
begun to be a faint memory of things past but we are said to be living 
a great religious revival across the world. 

Such a reading of the present misses the fact that the world's religious 
institutions are today fac1ng a much more fundamental challenge than 
that of Newtonian science or liberalism, which have proved to be paper 
tigers in this regard. The greater challenge is that of the demand for full 
equa!Jty of women. It is a historic fact that all the world's major religious 
structures have been built on assumptions about and attitudes towards 
women that are not in fact compatible wuh the demand for the full 
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equality of women. This is no doubt because all the world's religious 
institutions have been centrally concerned with the control of sexuality. 

We do not propose here to suggest how this conflict could in fact 
be resolved. We merely wish to point to the fact that the conflict is very 
acute and socially extremely disruptive. The rise of groups not giving 
priority to citizenship has allowed both new religious integrisms and 
new feminist movements to flourish. But each of the two is building its 
strength on the basis of arguments that lead it into direct conflict with 
the other. This is not merely one more intergroup conflict, because it 
has implications for the entire organization of social life. It will there­
fore not be something that can be 'handled' by the kind of social 
compromise that postpones resolution. Or rnther, it might be so handled, 
if the world-system were otherwise stable. But given the multiple in­
stabilities which we have been analysing, it is quite improbable that this 
conflict will be shelved. And since this conflict will interact with at least 
the arenas of group conflict, police order and world welfare, it will have 
a cumulative effect. 

k-~-~m=•~--~-m-~~~ arenas. The question is, will this happen? And even if it does, will it be 
enough? Since the arenas interact, containing the conflicts in one arena 
may turn out to be provisional, as the conflicts erupt in another. In a 
tinderbox, which is the picture we have been drawing of the world­
system, the 6re can spread. This is precisely what is meant by systemic 
chaos. 

To be sure, after systemic chaos will come some new order, or orders. 
But here we must stop. It is not possible to discern what such a new 
order would be. It is only possible to assert what we would like it to 
be, and to struggle to make it so. 
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