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1. Introduction

Globalization of the capitalist mode of production is proceeding apace, with an increase in global conflicts due to a growing decline in living standards, and increase in war, and the massive destruction of the natural foundations of life. At the same time, neo-liberalism with its postulates of privatization, liberalization, flexibility, cheapening of labour and natural resources, is enjoying a worldwide victory. Critical social science in general, and the Marxist analysis of society in particular, has been unable in recent decades to formulate a counter-strategy to neo-liberalism, and thus contribute to viable future reforms of it; Marxist analysis is stuck in a serious crisis. One reason for this unsatisfactory situation may lie in the fact that it has not yet succeeded in analyzing the complexity of global social developments - with all their independent and interdependent variables - in a fashion that is as close to reality as possible. This, however, is needed in order to avoid systemic failure and to open up a space for political action with future potential.

Present critical social analysis suffers from one of two possible problems: either it partially or fully ignores the capitalist laws of development and their consequences, or it derives all social processes - wherever and whenever they occur - solely from the capitalist mode of production. In Marxist social analysis, in particular, the importance of power as a social sphere autonomous from capital is generally overlooked, with fatal consequences for political action and the development of counter-strategies. In this essay I shall investigate this problem with the example of Ernest Mandel’s major work Late Capitalism, published in 1972 by one of the most significant Marxist theorists of the postwar era.

2. Ernest Mandel’s Analysis of the Capitalist World Economy
Mandel’s analysis of the capitalist world economy in Late Capitalism
 was the most fundamental attempt of its day to illuminate the complex connections of the global economy, to give a systematic presentation of its historical roots, structures, driving forces and economic mechanisms in their overall perspective and to integrate the theories of ‘dependence’, ‘underdevelopment’ and ‘unequal exchange’, uneven development - internationally discussed at that time - into an overall analytical model. Mandel sought a method that would overcome the weaknesses of previous Marxist theory in its analysis of capitalist development across international frontiers, which in his view suffered from ‘the basic ailment of wanting to deduce the whole dynamic of the capitalist mode of production from a single variable in the system’. In this wrong light, ‘[a]ll the other laws of development [of this mode of production] that Marx discovered act more or less automatically only as functions of this single variable’.
 Mandel refers here in particular to important scholars in the Marxist tradition such as Rudolf Hilferding, Rosa Luxemburg, Henry Grossmann and Nikolai Bukharin, all of whom in their analyses of the phases of capitalist development made Marx’s reproduction schemas the starting-point of their theoretical research, and thus in Mandel’s eyes are ‘unsuited to this purpose and cannot be used in the investigation of the laws of motion of capital or the history of capitalism’.
 Basing himself on Marx, Mandel argues for understanding the capitalist mode of production as ‘a dynamic totality in which the interplay of all the basic laws of development is necessary in order to produce any particular outcome.’

Marx’s correct methodological indication was to be Mandel’s guiding thread in his analysis of Late Capitalism: ‘The world trade crises must be regarded as the real concentration and forcible adjustment of all the contradictions of bourgeois economy. The individual factors which are condensed in these crises must therefore emerge and must be described in each sphere of the bourgeois economy and the further we advance in our examination of the latter, the more aspects of this conflict must be traced on the one hand, and on the other hand it must be shown that its more abstract forms are recurring and are contained in the more concrete forms’
 Mandel isolates six basic variables required for an overall Marxian analysis of capitalist development from the industrial revolution to the present day, as a process of reciprocal interactions, lawful regularities and concrete phenomena: ‘These variables include the following central items: the organic composition of capital in general and in the two main sectors of capital (sectors I & II) in particular…; distribution of constant capital between fixed and circulating capital…; the development of the rate of surplus-value; the development of the rate of accumulation…; the development of the turnover-time of capital; and the relations of exchange between the two sectors…’ Mandel adds that "a major part of the present study will be devoted to an investigation of the development and correlation of these six basic variables of the capitalist mode of production." Mandel adds: "Our thesis is that the history of capitalism, and at the same time the history of its inner regularities and unfolding contradictions, can only be explained and understood as a function of the interplay of these six variables. Fluctuations in the rate of profit are the seismograph of this history, since they express most clearly the result of this interplay in accordance with the logic of a mode of production based on profit, in other words, the valorization of capital."

With this point of departure, Mandel’s analysis did indeed supersede both classical and more recent theories of imperialism of all kinds that Marxists had put forward for the analysis of the capitalist world economy up to that time. The fascination of his work also lies in the fact that he brought into his analysis the non-capitalist environment of the capitalist accumulation cycle, and sought in this way to make the interconnection between the two aspects transparent: ‘Bukharin correctly defined the world economy as “a system of relations of production and corresponding relations of exchange on an international scale”. But in his book Imperialism and World Economy he failed to emphasize a crucial aspect of this system: namely that the capitalist world economy is an articulated system of capitalist, semi-capitalist and pre-capitalist relations of production, linked to each other by capitalist relations of exchange and dominated by the capitalist world market. It is only in this way that the formation of this world market can be understood as the product of the development of the capitalist mode of production […] and as a combination of capitalistically developed and capitalistically under-developed economies and nations into a multilaterally self-conditioning system.’

For all that, however, Mandel’s concept has played virtually no role in subsequent theoretical discussion or the analysis of crises in the global economy, for example the oil crisis of the 1970s, the financial crises of the 80s and 90s, the growing debt crisis, the financial collapse of developing countries such as Mexico, Argentina, Thailand and Indonesia in the late 1990s, let alone discussion of the limits to growth and the global ecological crises.
 In my view, it is not just an academic question, but a highly pertinent question of politics, why such a complex analysis as that found in Late Capitalism, with its pluralistic orientation in space and time, has in the meantime been forgotten.

One possible answer to this question, almost 32 years after the appearance of Mandel’s major work, could be as follows: Mandel reproduces at a higher level the same methodological and analytical error of which he himself accused Hilferding, Luxemburg, Grossmann and Bukharin in the passage quoted above. His concept certainly broke through the one-dimensional constriction of the classical theories of imperialism by expanding this one dimensional aspect into an interaction between the six variables of the capitalist accumulation cycle. Yet just like the earlier Marxists whom he criticized, his analytical perspective boils down to a new (questionable) assumption with heavy consequences: the laws of development of capital accumulation and the mechanisms of its valorization are assumed to govern everything outside the accumulation cycle. The laws of development of capital accumulation govern all existing structures in the environment of the capitalist mode of production, and form the corresponding requirements for capital accumulation, subordinating them completely. Above all else, Mandel ascribes no importance to power and its imbalance as a category independent of the capitalist accumulation cycle and the law of value. In the following passage I shall argue that power relations not only form the foundation of the division of wealth within the production of capitalist value, but also to a large extent promote or inhibit the structure, direction and dynamic of capital accumulation, while they can also be decisive for the inequalities, instabilities and crises of the capitalist world economy.

3. Power and Power Imbalance as an Autonomous Sphere of Social Reproduction

The relevance of power and power imbalance in the developmental history and contemporary structure of the capitalist world economy should be discussed on the basis of certain structures that underlie the capitalist world economy:

Power Imbalance, Absolute and Relative Surplus-Value 

The production of capitalist surplus-value rests on a structural and thus primary imbalance of power between wage-labour and capital. The rate of surplus-value (the proportionate division between surplus-value and wages) is however also dependent on a secondary power relation between wage-labour and capital with quite far-reaching consequences. If wages correspond to the true value of labour-power, one could speak of a secondary balance of power between wage-labour and capital. If wages lie below the value (i.e. the reproduction costs) of the commodity labour-power, there is a secondary imbalance in favour of the capital side, while if they lie above their value, this is in favour of the wages side. A secondary imbalance in favour of capital means a rise in the rate of surplus-value, so that the wage-earners find themselves compelled to work longer in order to maintain their income, possibly with the help of family members. In this connection of the production of absolute surplus-value, Marx mentions: the work of women and children, the 16-hour working day, as well as hunger and misery on a massive scale. These inhuman phenomena that accompanied the industrial revolution of the 18th and 19th centuries, expressed on the capital side in high rates of profit and accelerating the industrialization and ‘primitive accumulation’, all resulted accordingly from the secondary imbalance of power.

For want of trade-union organization and legislative regulation of working hours, the wage-earners of this time were absolutely defenceless, and an ever-growing reserve army of labour forced them to buckle under to the wage diktat of capital. Wherever and whenever wage-earners are either unorganized and hence powerless, or if their organizations lack combative force, the capital side tends to use methods of absolute surplus-value production. This was symptomatic of the whole era of the 18th and 19th centuries in Europe, and has been symptomatic of the countries of the Third World since the mid 20th century, in their transition to capitalist mass production. In the process of neo-liberal globalization that has been under way for the last two decades, the methods of absolute surplus-value production seem to have acquired greater significance again even in the developed industrial countries. Social acquisitions are put in question, and a social downward spiral set under way, the aim of which is: a) to improve conditions of valorization for capital, and b) to shift the distribution of income from bottom to top and from South to North.

It is impossible to contest the fact that lack of power on the part of the wage-earners in capitalist society is the underlying cause of the tendency of capitalist over-exploitation and impoverishment, with decisive effect for such epochal models of accumulation and growth as the Manchester capitalism of the 19th century and the rapacious capitalism characterizing the neo-liberal globalization of our own day. But if this secondary imbalance of power is responsible for the dominance of absolute surplus-value production, is it therefore a dependent variable of the capitalist mode of production? Does this mode of production itself produce its own driving forces, and almost necessarily determine the weakness of the wage-earners? Or should we rather assume that this secondary imbalance of power is at bottom an independent variable, to which the capitalist process of valorization, and the capitalists themselves, react superficially, according to the law of least resistance, with the methods of absolute surplus-value production? In my view the answer to this question is unambiguous. The secondary power and the imbalance on which it rests is a social relation independent of the laws of the capitalist mode of production. The primary power in capitalist society - meaning the power of one social group to be owners of capital and possess the ability to buy and exploit the labour-power of another much larger group - results partly from pre-capitalist property relations and partly from the process of capital reproduction itself. Primary power is the basis of the production of surplus-value. In contrast, the secondary power determines both the relationship between surplus-value and wages as well as the form of the production of absolute and relative surplus-value in the sphere of production. In the sphere of distribution, the secondary power acts as the basis for the redistribution of created wealth. 

Without the power of the workers’ movement as a variable independent of the laws of capital accumulation, it would have been impossible for the workers to free themselves from the misery of the 19th century and struggle for a higher living standard and greater social security. Without this social power, there would also have been no reason, from the capitalist side, to increase labour productivity, to force the pace of technological progress and undertake the transition from the methods of absolute surplus-value production to those of relative surplus-value. The standard of living in the capitalist countries, and the social market economy, result in this view from the historical interaction of capital accumulation and profit maximization on the one hand, and the increased social power of the workers’ movement on the other. Absolute surplus-value goes together with a model of extensive growth and accumulation, with longer working hours, lower wages, and the impoverishment of large sections of the population. Relative surplus-value, on the other hand, is the form of capital accumulation connected with technical progress and a higher level of consumption, and it basically also makes possible a decrease in working hours. Which of these forms of surplus-value production dominates in particular states, regions, and in the world economy at a particular point in history, does not depend simply on the will of the capitalists, but also on relations of social power that are formed outside the cycle of capital accumulation and react to it.

In other words, the history of capitalism is not, as Mandel supposes, the history of the development and contradictions of the inner laws of capital exclusively as a function of the interplay of the six variables that he lists, but rather the history of a symbiotic development, which results from the interaction of the laws of capital with social power relations that are independent of capital. These are certainly shaped and marked by the concentration of capital and income, and the domination of institutions and state legislation. But they also influence, for their part, the concrete mode of operation, the direction and ultimately also the specific features of capitalism in its developmental history. This interaction between the sphere of power and the sphere of capital holds, as shown above, even for the sphere of production, or more precisely for the very nucleus of capital accumulation. The effects of power relations and the degree of power imbalance are even more diverse in the sphere of distribution, where, as I will sketch below, they decisively influence the distribution of the wealth produced.

Power Imbalance, Appropriation and Externalization 

The following list gives the four most important secondary power categories that strongly determine the redistribution of created wealth:

1. The power of the owners of natural resources: the land used for agriculture, sources of minerals and fossil energies such as coal, oil and gas. The owners of these natural resources, by virtue of their monopoly, are basically able to divert a portion of the value produced to themselves as ground rent. The level of ground rent, and the share of the landowners in social wealth, depends on how effectively they can bring their monopoly into play in the process of division. The history of the struggle over food prices in Europe is a history of battles over division of this agricultural ground rent between landowners, capital, and wage-earners.
 And the history of the conflictual relations, marked by numerous interventions and wars, between the capitalist industrial states and the oil-producing states in the Middle East and Latin America, is also a history of the struggle over division of oil rents in the 20th century. The industrial states have succeeded, thanks to a system of power they have brought into being, in converting the natural monopoly power of producer states into a monopoly power on the demand side, that of the industrial states. Instead of scarcity and prices corresponding to this, the prevailing situation on the world oil market in the last half century, with the exception of the years 1974-84, has been one of structural overproduction and dumping prices,
 which provide the basis for a steady transfer of value from the supply to the demand side.
2. The use of state power - by means of export promotion, customs and other measures of regulation - to give a competitive advantage to its own industries, leading to loss of income on a greater scale in countries that cannot defend themselves with counter-measures. This applies in particular to the agricultural policy of industrial countries towards countries of the South.
3. The institutional power of multilateral bodies such as the IMF and WTO, which are used by the industrial countries to erect and maintain a South-North income transfer by way of unfair trade, capital flight, debt and other methods.

4. The hegemonial power which the United States disposes of thanks to its powerful military superiority, its geo-strategic reach and the dollar as leading currency, enabling it to subordinate the entire world economy to its national interests, and to appropriate a kind of hegemonial rent by the one-sided transfer of capital and income.

All the above forms of appropriation of wealth take place in the sphere of distribution, meaning outside the cycle of capital accumulation as such (investment, surplus-value production, realization). They result from asymmetries of power, and could in principle even be abolished by reforms and the dismantling of power imbalances, without the accumulation of capital and the production of surplus-value being thereby thrown into an insuperable crisis. It should rather be supposed that capital accumulation would thereby be accelerated, given that there would then be a higher global level of purchasing power and a reduction of poverty in the Third World, especially in the transitional societies of East and South.

The appropriation of revenue by a secondary power imbalance in the distribution sphere, which should be distinguished from the appropriation of surplus-value through the primary imbalance of power, also represents an externalization of real costs, which are spared for one social group to the detriment of other social groups, and for one national economy at the expense of others. Increases in living standard do not just arise from direct exploitation of the producers, but also from appropriation and externalization of costs. These are in no way coupled to the capitalist mode of production, but could arise in any conceivable social form that is structured by asymmetrical power relations. Appropriation and externalization in the distribution sphere, in other words, arise as shown in the following diagram, along an axis of power that has developed historically – horizontally in space (from the industrial to the developing countries), and vertically in social relations (from the rich elites to the poorer sections of the population, from the dominant ethnic groups to minorities, from men to women, and from present to future generations).

DIAGRAM: Global structure of appropriation and externalization

While Ernest Mandel does indeed pay attention in Late Capitalism to most of the above-mentioned mechanisms, he does so only as a function of the six variables comprised in his analytical model, as listed in his first chapter.
 His value-theory derivation of unequal exchange between industrial and developing countries is especially restricted to the interaction of these variables. Unequal exchange occurs, for Mandel, because the organic composition of capital in the developing countries is significantly lower than that in the industrialized countries, and because commodities are exchanged not at their values but at their ‘prices of production’.
 This explanatory model is a construction based on a series of questionable assumptions that are quite remote from reality. It is true that the agricultural sector has a lower organic composition of capital in the developing countries than in the industrial countries, but in the raw-material sector this is in fact higher than the average for the industrial countries.

Military power, and the armaments production that underlies this, also result for Mandel primarily from the reciprocal connection of his six variables of the capitalist accumulation cycle. He sees arms production as the result of permanent problems of realization and structural inequalities between the two departments of consumption and production goods in the accumulation cycle.
 In Mandel’s analysis, accordingly, the US military-industrial complex - which was firmly established in American economy and society in the historical context of the Second World War and developed during the Cold War into a major branch of industry and a dominant power factor in the US and worldwide, with an autonomous position in relation to American society, influence on US and world politics, and a precondition for the hegemonial system of the USA in general - has no specific place as a variable independent of capital accumulation. 

4. Mandel’s Theory of Stages

The methodological problem in Mandel of a restriction of all social processes to being exclusively determined by the internal interactions of the capitalist accumulation cycle also finds expression in his theory of stages. Mandel divides the history of capitalism into three stages, a) the era of free competition, beginning directly with the industrial revolution, b) the era of imperialism from around the early 20th century, and c) the era of late capitalism, beginning in the 1940s.
 On closer examination, Mandel provides no theoretical foundation for this three-stage division of capitalist history. The notion of a stages theory is not something he admits.
 The division essentially remains a descriptive one, proposed on the basis of certain evident economic and social-historical facts. Mandel’s attempts to derive the specific characteristics of the three stages from laws of capital accumulation are risky, and appear as constructions aimed at bringing the former historical realities of ‘free competition’ and ‘imperialism’ into agreement with the inner laws of capital accumulation.

Mandel describes capitalism of the free competition era as an era of world economics centred above all in Western Europe and North America, essentially marked by a more or less unhindered exchange of commodities, but with only a limited scale of capital export. According to Mandel, ‘in the age of imperialism there was a radical change in this whole structure. The process of primitive accumulation of capital in previously uncapitalized economies was now also subjected to the reproduction of the Western big capital itself. From this point on, the capital export of the imperialist countries, and not the process of primary accumulation of the local ruling classes, determined the economic development of what later came to be called the “Third World”. The latter was now forced to complement the needs of capitalist production in the metropolitan countries. This was not only an indirect consequence of the competition of cheaper commodities from these metropolitan countries, it was above all a direct result of the fact that capital investment itself came from these metropolitan countries and established only such enterprises as corresponded to the interests of the imperialist bourgeoisie.’
 But the reason for this radical change in the subjugation of the ‘previously uncapitalized economies’ to the ‘reproduction of Western big capital’, which led to the era of imperialism, remains vague in Mandel’s discussions.

Why should it have been only at the turn of the 20th century, and not before, that the big capitalist enterprises began their drive to subject the previously non-capitalist spaces to their reproduction needs? Why did British capitalism in the 19th century, for example, not manage to subordinate Germany or the not yet capitalized lands of eastern Europe to its own reproduction needs? The answer to this and many other details in the history of capitalist development leads directly to the introduction of the analytical model of those secondary power relations, whose effect – as shown above - is independent of the laws of capital accumulation, and which help to better explain the developmental steps of the capitalist world economy. In the interpretive model that I prefer, the freely competitive capitalism of the 19th century originally involved economic relations between countries that were strong enough at that time to prevent being colonised by one another. Secondly, free competition took place in a historical phase in which the wage-earners of Europe were absolutely powerless and defenceless. The ideal conditions for profit maximization - to overcome crises by reduction of wages and lengthening of the working day - essentially favoured both free competition within individual states and free exchange of goods between states. These ideal conditions also favoured the rise of an era that gave an immense impetus to the emergence of classical liberalism. Against the background of a symbiotic relation between capital accumulation and the power relations independent of it, the change from ‘free competition’ to the ‘imperialist era’ appears in a new light. Only in this way, moreover, does it become possible to formulate a theory of classical imperialism that is more plausible and closer to reality.

The free competition between individual capitalist enterprises gave way at the end of the 19th century to imperialist competition for a redivision of the whole world, at a time when the European workers’ movements had overcome their absolute powerlessness and were in a position to place a barrier on the over-exploitation of their labour-power. New alliances between various European states with approximately the same level of development and similar internal structures of conflict, and based on capital and the capitalistically formed nation states and also shared or tolerated by national workers’ parties, competed to alleviate the internal tensions (rising food prices, falling rates of profit, etc.) by the violent conquest of those yet uncapitalized parts of the globe, and to externalise in this way the internal conflicts and costs.
 In this light, for example, fascism in the early 20th century was the most extreme and perverse form of imperialist expansion of the capitalist ‘newcomer states’, which sought by military superiority (!) to revise the existing division of the world.

If the imperialist states were indeed in a position to make the colonized societies ‘complementary to the needs of metropolitan capitalist production’, this did not arise primarily from the laws of development of capital accumulation, but rather from power-political alliances with the ruling elites of the colonized societies. These despotic ruling elites maintained pre-capitalist relations in alliance with the imperialist states of the time, and blocked a modernization from within their own society. Behind the model of global capital accumulation constructed by Mandel, which he presents as a constant ‘development and underdevelopment as mutually determining moments of the uneven and combined movement of capital’,
 exists hidden power-political alliances that arose historically and - under different conditions - can disappear again.

Throughout his work and even in his analysis of the transition from classical imperialism to late capitalism, Mandel neglects the new ‘anti-imperialist’ potential forces that emerged in the formerly pre-capitalist states of the Third World. He attempts to reduce the ongoing tendencies towards a new international division of labour likewise to the interactions of the six variables of the internal circle of the capitalist accumulation cycle,
 a question that I cannot handle more closely here.

To summarize the above discussion: Mandel’s method of excluding power and power relations as an autonomous category of social relations - as both a driving force and an obstacle in development and change - also has major consequences in terms of political perspective. Mandel’s attempt to ultimately derive all developmental tendencies of historical and social processes of the last three centuries - wherever they took place - from the developmental laws of capital accumulation and the interaction of the basic elements of the capitalist accumulation cycle, ties the fate of humanity consciously or otherwise to the survival or breakdown of capitalism. Mandel’s work, rich in material and insights as it undoubtedly is, is pervaded by a single methodological assumption that characterizes the entire work and is heavy with implications: the laws of profit maximization and the capitalist mode of production are everything; all else in the global society, so socially and culturally highly complex , is nothing. But if we proceed instead from the fact that the countervailing power to the prevailing monopoly of the owners of capital arises not from the inner laws of capital accumulation, but in the last instance – as I believe – from the needs and strategies of survival and reaction of the social groups affected, this opens up a completely different perspective. From this new perspective, gradual reforms become possible through the reduction of power imbalances within and between societies. Even if capitalist laws can not fully be replaced by other principles of social organisation in the foreseeable future, these laws are at least made accountable to human will, instead of operating behind closed doors and turning people into slaves - as capitals laws have previously done.
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