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1. Ernest Mandel and the Law of Capitalist Development
Ernest Mandel was one of Europe’s top theoretical economists. Throughout the cold war with great courage and conviction he (along with Bettleheim Dobb and others) kept alive and developed the Marxist tradition in economics. He is certainly more renowned for defending the insights of that tradition against the overwhelming hegemony of neo-classical theory, Soviet perversions and neo-Ricardian onslaughts than he is for his contributions to economic history.

Nevertheless (like Marx) he believed that history mattered and sought to blend theory with concrete historical analysis, so that its concepts and vocabularies are not mere abstractions, but mirror actual historical developments. That is why he rejected Althusser’s declaration that the relationship between theory and history constituted a false problem in favour of positivistic  and what he regarded as orthodox Marxism, which an appropriated and divided a body of historical detail, into constituent elements in order to verify explanatory connexions and to expose tendencies that revealed themselves empirically.

Mandel’s aim (in perhaps his most celebrated book published in German in 1972 and translated into English by New Left Books in 1975) was to use classical Marxist methods and vocabularies to analyse ‘Late Capitalism’ – in the ‘long boom’ from 1948-73 – a cycle that witnessed extraordinary and accelerated rates of growth and structural transformation in virtually all  countries and regions of a rapidly expanding world economy.  Mandel’s purpose in writing his six hundred page book was to show that the major trends, tendencies and forces at work in Late Capitalism exemplified laws of motion (theories of growth as elaborated, analysed and systematized by Marx) in operation over a particular long cycle in the historical development of a capitalist world economy.

Clearly Mandel recognized that the application of Marxist theory to any period or  phase in Western economic history would require a clear focus upon labour and class struggles between property owners and workers; an account of the role played by bourgeois states, some consideration of ideology; a clear exposition of ‘the concrete and mutable structure; of the global economy within which all economic activity takes place’ and, above all, a cogent analysis of the predominant forms of surplus extraction and the distribution of excess profits – represented by orthodox Marxist theory as the ‘engine’ for the development, expansion and survival of capitalism.

In both world systems theory, beginning to appear at the same time, but in Mandel’s words, a Marxist representation of a mature capitalist world economy includes ‘a hierarchical structure of different levels of productivity’ which emerged over time as ‘the outcome of uneven and combined development of states, regions, branches of industry and firms released by a quest for surplus profits’.  The world system or global economy ‘forms an integrated unity of non-homogeneous parts, because development and underdevelopment determine each other. Without underdeveloped regions there can be no transfer of surplus to industrialized regions and hence no accumulation of capital’.

Through roughly a half millennia of history and five stages of chronology spanning three centuries of mercantilism which preceded the Industrial Revolution in Western Europe, through several decades of competitive capitalism to an era of imperialism 1848-1914, followed by an interregnum (circa 1914-48) when the world economy was ‘reshuffled’ before reaching the stage of  late capitalism, Mandel traced ‘the unfolding laws of motion of capitalism’ as a process of accumulation that ‘produces mutually determining movements of uneven and combined development’ generating ‘antagonism between capitalist and pre-capitalist relations which the capitalist world market perpetually incorporates into itself’.

Since Mandel (unlike most modern economists) treated history seriously, my task as an economic historian is to ascertain how far the historical evidence that he mobilized to support a general theory derived from Marx, and which purports to account for the development of the world economy from the industrial revolution to the era of late capitalism is adequate for that task. Of course, the volume and quality of historical sources and the range, interpretations now published on the long-term development of the world economy has become far more extensive and complex than it was in the 1960’s. Furthermore, Mandel’s book as the  title suggests is heavily concentrated on one long and possibly untypical cycle in the history of the world economy. Nevertheless, Mandel sets out to locate late capitalism in its historical context (which he sketches in chapters 2-5 of an 18 chapter book) in order to represent that particular cycle as a continuity with, indeed a logical progression from, the long history of capitalism which validates a Marxian theory of growth, or (to use Mandel’s vocabulary) the laws of motion and the combined and uneven accumulation of capital.

It will be my privilege to engage with the analysis of a highly distinguished European intellectual and attempt to ascertain how far his history of the world economy stands up to a post-hoc critical scrutiny some thirty years after its publication. Was late capitalism, as Mandel suggested, the outcome of a process that began centuries ago, evolving logically from ‘structural changes which the spread of the capitalist mode of production wrought in the world market in the epoch from Waterloo to Sarajevo’.

Although Mandel’s historical analysis is heavily concentrated on the long 19th century and the interregnum between the wars, he nevertheless opens with a virtually unsupported ‘reason why the Industrial Revolution began in the West’. Namely, that ‘money, capital and bullion had been concentrating there for the preceding 300 years as a result of the systematic plundering of the rest of the world by means of colonial conquest and colonial trade’.

2. Preconditions for The Emergence of Merchanized Industry in Western Europe
I propose to begin my critique with that statement and by commending Mandel for avoiding Eurocentrism and locating Europe’s precocious transition to industrial capitalism in three centuries of connexions with the rest of the world economy. Although he departs from classical Marxism in an unequivocal quotation that reifies trade, plunder and colonization as the origin for that transition, elsewhere in chapter 2 and his studies of ‘Marxist Economic Theory’ he admits the ‘modern mode of production developed only where conditions for it had taken shape in the Middle Ages’ and that discontinuities in the development of capitalism and the modes of expropriating surplus value or excess profits are associated with radical improvements (alas unexplained) in the technologies of production and transportation.

Nevertheless, his explanation for the industrial revolution and also the mechanism (imperialism) which sustained industrial expansion from 1873 to 1914 depends heavily on a model which gives top weighting to transfers of surplus investible funds from the rest of the world (particularly the third world) to Western Europe.

Analyses, conjectures and assertions concerning the relative contributions of exogeneous compared to endogeneous factors behind the precocious industrialization of Europe go back to the Enlightenment and to Adam Smith, were revived  by Wallerstein and his world systems’ school of historical sociology in the 1970s and are the subject of a current and unsettled debate in global economic history concerned with the timing and causes of the Great Divergence in standards of timing between Europe and Asia. Mandel’s view place him closer to positions espoused by Wallerstein, Blaut, Frank and Pomeranz than their Eurocentric and Marxist critics. Nevertheless, the mechanisms Mandel selected to account for the rise of the West, namely the concentration of money, capital and bullion in the hands of Europeans are under-specified and carry no significant weight in modern explanations for the transition to industrial capitalism.

For a start, four of Europe’s national economies (Portugal, Spain, France and Holland) who participated in colonization and commerce with the Americas, Africa and Asia, industrialized later (and in the Iberian cases, much later) than Britain. While several other ultimately successful European economies (Belgium, Switzerland, Germany, Scandinavia, Italy, and Austria) played virtually no role and made entirely limited gains from commerce and conquest during the era of mercantilism.

Mandel is strong on theory and short on data but unfortunately it remains impossible to reconstruct modern balance of payments accounts that could allow historians to measure flows of exports, imports rents, royalties, interest, dividends and capital between Europe and the rest of the world for centuries before 1815 or even 1915. Data for the United Kingdom (the most heavily involved of European economies with commerce and colonization overseas) suggests, however, that not more than 25% of gross fixed domestic capital formation during the first industrial revolution could conceivably have been funded by the albeit high (but again unmeasured) rates of profit, obtained by Britons from engagement in conquest, colonization and commerce with Africa, Asia and the Americas. In short, the investible funds required and garnered to support the formation of capital in the early stages of European industrialization were obtained primarily from internal sources of accumulation, including agriculture, mining, domestic and intra-European trade, urban services and (as Mandel and Marx anticipated )from the exploitation of elastic supplies of cheap, skilled and unskilled labour, available for manufacturing.

For familiar reasons (that he convincingly elaborated upon) real product wages in domestic, proto and factory industry did not rise rapidly enough to erode or constrain the accumulation of profits and that ‘surplus’ probably provided the bulk of the funds required to plough back or to move sideways into the further expansion of modern industry, the modernization of agriculture, the construction of towns and the formation of social overhead capital required for the gradual transformation of traditional into industrial market economies.

Nevertheless, the proclivity of economists trained in a Marxist tradition to focus intensively on surplus extraction and the accumulation of capital can lead to histories of growth that are under-specified. For example, there were other mechanisms or networks of connexions to commerce and colonization in the mercantile era that world systems theory has emphasised in order to qualify and undermine endogeneous and Eurocentric accounts for the rise of modern industry. Mandel mentioned the expropriation of American bullion, but the externalities and long-term outcomes flowing from other commodities imported from Africa, Asia and the Americas have also been traced, but alas, again not quantified.

For example, although very little by way of direct transfers of new industrial knowledge or technology flowed from east to west (south to north) between 1492 and 1815, botanical transfers of potatoes, maize, rise, beans, chillies and tomatoes ‘supplemented’ the calories and added variety to foodstuffs consumed by Europe’s growing populations.  In relation to total consumption as inflows of these ‘basic’ foodstuffs exercised nothing like the effects on structures of relative prices, rural wages or the release of labour from agriculture that followed from massive increases in the volume of grains and livestock imported into Western Europe basically from the Americas and Russia between 1873 and 1914.  Transplanted crops of maize and potatoes, particularly the latter, diffused slowly, and for decades before the tragic Irish, Belgian and German famines of the 1840’s encouraged population growth, increased burdens of dependency and retained labour in the countryside.  Although their earlier and, possibly, more rapid diffusion supported the massive increase in population in China that exercised positive effects on the volume of European trade with Asia.

Other imported foodstuffs classified as ‘tropical groceries’ (included sugar, coffee, tea, chocolate, spices and let us add tobacco). They competed to an entirely limited degree with European agricultures and hardly added to supplies of  calories and energies available to European populations. Initially they entered food chains in the West as ‘luxuries’ for the rich, but moved gradually down the social scale to become decencies and prompted people to work more industriously in order to diversify their patterns of consumption. Tea and coffee substituted for beer and wine, and thereby improved the health and productivity of local workforces. The processing, storage and distribution of tropical foodstuffs widened industrial bases in maritime cities. As re-exports (passing through Seville, Cadiz, Lisbon, Antwerp, Amsterdam and London and other cities) tropical groceries reinforced long-established patterns of intra-European trade and specialization and assisted the economics of southern and western Europe to procure grain, timber, iron, wax, hemp, flax, pitch, tar and other naval goods from Scandinavia, Russia and other primary products from regions with access to the Baltic sea.  As luxuries and semi-luxuries in inelastic demand, imported sugar, beverages and tobacco provided taxes for fiscally constrained states and sustained their commitments to expenditures on the naval and military power required to protect European investments in commerce and colonization overseas, as well as destructive warfare on the mainland.

Until later in the 19th century the total values of raw materials imported from Asia, Africa and the Americas into Europe occurred on a more limited scale. Imports included hardwoods manufactured into furniture; dyestuffs (indigo, quecitron and orlean) for the finishing of European textiles and botanical pharmaceuticals, such as quinine, curveé, pecal, sasparillo and a range of new purgatives and laxatives, which presumably improved the health of and raised the productivity of constipated Europeans.

The ‘transformative’ properties of industrial inputs and manufactures transhipped from Asia, Africa and the Americas were embodied in porcelain, silks, cotton textiles and little else.  These three Asian manufactures prompted emulation, industrious behaviour, stimulated and sustained processes of import substitution. Although raw silk cultivation, the spinning of natural fibres (including cotton) into yarn and the weaving of silk cloth became well established in Mediterranean Europe centuries before the rediscovery of the Americas, Europeans continued to copy East Asian designs and techniques of silk production throughout the early modern era. As for porcelain, the Chinese guarded their secrets of its manufacture with care. Although the Portuguese shipped samples of kaolin to Europe as early as 1520, it was not until 1708 that a tolerable imitation of Chinese porcelain was produced by an innovator at Meissen under the control of the Elector of Saxony.

Cotton textile production (located in Germany since the Middle Ages) also took a very long time to mature into a European industry. The real stimulus to that development emerged in the late 17th century as a direct response to a massive upswing in the volume of relatively cheap, fashionable and fine cotton cloth, manufactured in India, and shipped into London, Amsterdam, Copenhagen and other ports, particularly by the English and Dutch East India Companies. Thereafter (but within a favourable framework of prohibitions, tariffs and Parliamentary regulations) a mechanized cotton textile industry evolved within Lancashire’s linen industry. Thus cotton textile production diffused into Europe as the proto-typical example of import substitution. It is the prime case of the relocation of an important global industry from Asia to Europe. Nevertheless, cottons made in India and China continued to dominate world production and export markets until the last quarter of the 18th century. By that time, the import of long staple cotton fibres grown on slave plantations set up by European colonists in the Americas, contributed the cheap raw material that accelerated the decline of handicraft production in Bengal and elsewhere on the Indian sub-continent. Cotton textiles thus evolved within a matrix of historical connexions (operating through trade, colonisation and violence), which gradually shifted more and more of the world’s manufacturing industry from Asia to Europe.

Transplanted initially to Lancashire, cotton textiles developed into the very first fully mechanized, steam-powered factory industry and demonstrated to European investors, entrepreneurs, engineers and skilled workers how extraordinary rates of increase in output and productivity could be achieved in short compass by application of inanimate energy and machinery to problems of production. For some two to three decades before, but particularly after the 1790s, the British cotton textile industry became the wonder of the age. Its technologies, modes of organization, marketing strategies diffused fairly rapidly into the production of other textiles (linens, woollens and silks) and, as the prime example of ‘mechanization’, more gradually and by adaptation, to manufacturing in general. For contemporaries, cotton certainly represented ‘the industry’ of the future. Nevertheless, and with hindsight the question can be raised: is there any need for historians to exaggerate its macro-economic significance or exalt either its British or Afro-Asian ancestry?  As late as 1841, when cotton textile production accounted for some six per cent of Britain’s gross domestic product, the ‘demonstration effects; flowing from the manifest success of steam powered machinery and factory modes of organization were only beginning to spread to other industries.  Furthermore, the mechanization of cotton textile production should not be used as a metaphor for European industrialization as a whole. In Britain it matured rapidly into a staple industry. On the mainland, its share in other national industrial outputs remained altogether smaller and the trajectories of many other forms of manufacturing industry could only be linked tangentially to the precocious mechanization of cotton textiles.  That surely was the case for most sectors of industry (mining, metallurgy, shipbuilding, engineering, transportation, etc.) even in Britain. And although the introduction and initial diffusion of cotton textile production onto the continent is properly located within a matrix of mercantilist commerce with Asia and the Americas, subsequent processes of innovation and the adoption of steam powered machinery to the preparation of fibres, and their weaving, and finishing into cloth cannot be referred to Asian antecedents. For those stages of development, European historians rightly refer to national regimes and to European networks for the generation of useful and reliable knowledge behind the development of steam powered and mechanized forms of production. Those regimes emerged within historically specific urban, institutional and political conditions that can  be represented as virtually European and endogeneous.

Mandel selected bullion expropriated as treasure from the Americas as the commodity with seriously altered the capacities of European countries to progress into successful industrial market economies. More recently Von Glahn, Flynn, Geraldez and other scholars, convinced of the need to widen and deepen the appreciation of ‘Eurocentric’ historians for the significance of intercontinental connexions have returned our attention in heuristic ways to that infamous, but far and away the most valuable import from the New World. As a universally acceptable form of purchasing power; and as the durable reserve asset of intrinsic and (supposedly) stable value behind the gradual evolution of diverse forms of paper credit, supplies of gold and silver had long been highly significant for the functioning of states, the integration or national markets and for international commerce.

Cyclical, but truly large flows, first of gold, then of silver and then gold again, emerged onto world markets as a result of Iberian colonization and mining operations in Africa, Peru, Mexico, Bolivia and Brazil. Except within contested margins of error, it has proved difficult to measure tons mined and almost impossible to relate bullion, refined in Southern America and exported across the Atlantic to Europe’s own stocks, which continued to accumulate from the production of mines in Saxony, Bohemia, Hungary, the Tirol and Thuringia. Most American metals shipped to Europe stayed there, but up to 40% may have been re-exported to Asia and an unknown (but not insignificant proportion of American treasure) found its way via Acupulco to Manila and on from the Spanish colony in the Philippines into several east and south-east Asian economies, but principally into the Chinese empire.

Even to locate the mechanisms through which these cyclical, but over time, incrementally significantly inflows of silver and gold from Africa and the Americas promoted economic growth in western Europe has not been easy.  To quantify their macro-economic impact has long been an ambition, but still remains beyond the grasp of European economic historians. Historical debates really are circular and are rarely settled, as Von Ranke hoped, by research. For example, imported silver and gold obviously provided Europeans with cheaper raw materials for the local manufacture of  household ornaments and wares, jewellery and church and aristocratic furnishings. But American bullion hardly provided substitutes for Europe’s supplies or iron, copper, lead, tine, zinc and other utilitarian metals.

Apart from the lure and encouragement that American ‘treasure’ provided for European investment and to those (rather limited) flows of voluntary migration to the New World, its ramifications for European economic growth has been elaborated within a historiographical tradition dominated by analyses of monetary and inflationary effects. Only latterly have references to its fiscal implications for state formation, interstate rivalry, as well as funds for the armies and navies that contained Islamic and Ottoman power along the southern and eastern borders of the Christian West extended the narrative in global economic history in more significant directions.

Twenty-five years ago Vilar propounded a monetarist argument of a rather reductionist kind that has lately been taken further and underpinned by statistical evidence. Vilar maintained that in the 16th and 17th centuries, imported American silver (and later Brazilian gold) relieved actual and potentially more serious constraints on the capacity of Europe’s own supplies of metallic currency to finance intra-continental trade among its regions and oceanic commerce with the Near and Far East. Imports of bullion initially from Africa but overwhelmingly from the Americas provided European economies nor merely with specie minted into coins, but a substantial addition to the reserve base of precious metals required by financial intermediaries and institutions for the expansion and diffusion of notes, bills of exchange and paper instruments of every kind. In this way expropriated supplies of silver and gold from the New World allowed for the extension and integration of markets – at local, regional, national, European and transcontinental levels, and promoted upswings in Smithian growth – underway in Europe since the Middle Ages. American treasure introduced more elasticity into an otherwise restrained capacity exhibited by medieval systems of financial intermediation. Real rates of interest declined and growth and specialization followed from the investment and entrepreneurship facilitated by increased imports of bullion supplies and the mushrooming of credit it facilitated.

American bullion was also utilized to settle deficits in commodity trade that had for centuries constrained overseas commerce and specialization among European regions. By the mid –16th century strategically important and economically indispensable raw materials from Poland, Russia, Prussia, Scandinavia and other primary producers with coastlines along or access by river to the Baltic, were procured for the towns and industries of southern, western and central Europe through the re-export of American silver and gold. To an increasing extent, as time went on, these three regions (of an integrating and urbanizing Western European economy) obtained additional supplies of timber, bar iron, flax, hemp, tar, pitch, furs, wax, fish and grain through re-export not only of silver, but also of tropical groceries and other luxuries, that European merchants obtained through their networks of trade with the East and by re-exporting bullion, foodstuffs and raw materials imported from the Americas to Asia.

For some two hundred and fifty years, after its rediscovery American endowments of silver and gold virtually provided the major solution to Eruope’s centuries’ old problem of how to augment and to balance trade with Asia. That problem had persisted because Asian demand for European commodity exports remained inelastic, while European demands for Asian tropical groceries, and high quality manufactures had long been income and price elastic. From the mid-16th century onwards, opportunities provided by the establishment, organization and protection of reorganized networks of seaborne commerce to Africa and Asia, could be taken up and forward because European merchants and multinational corporations circumvented potentially constricting deficits on the balance of commodity trade between West and East. They did that to some small, but growing part, by selling shipping, protection and financial services to Asians; in larger proportion by obtaining access to Asian supplies of loans and credits, but basically by re-exporting American silver and gold to the Ottoman Empire, South East Asia, the Mughal Empire and the largest amount to the Ming-Qing Empire.

Fortuitously demand for silver was jacked up in the late 16th and 17th centuries by Chinese imperial decisions (which followed from failures of experiments with paper money) to reorder the entire fiscal and monetary system of the Ming Empire by placing its fiscal and economic transactions on a silver base. Between 1540-1650 the bimetallic ratio within the world’s most populous, advanced and commercialised market economy, moved sharply in favour of silver and provided astute European and Asian merchants with opportunities of earning extra profits from arbitrage. For Europeans that prospect improved further when Japan’s silver mines ran into diminishing returns in the late 17th century and Japanese exports of silver to China gave way to European re-exports, derived ultimately from the exploitation of silver mines in Southern America. Over the first half of the 18th century, Chinese population growth, sustained by an early and rapid diffusion of new food crops (sweet potatoes, maize and peanuts from the New World) stimulated inter-regional trade within the Qing Empire, which led to a second upswing in Chinese demand for American silver. Thus, the significance of Spanish American silver and Brazilian gold for the economic development of early modern European development has been recently reconfigured and relocated in the context of global commerce where endogeneously determined demands from China, and its tributaries (as well as the silver based Mughal empire) raised the price of expropriated minerals and thereby sustained European commitments, global commerce and colonization in the Americas.

Discussion has moved heuristically forward from those largely theoretical preoccupations with monetary and non-monetary forces behind the rather mild price inflations of the 16th century and from that linked (but untestable Keynesian) hypothesis about the benign effect of a still unsubstantiated wage lag, for profits and investment in Europe’s towns and manufacturing industries. Instead the functional properties of America’s precious metals for purposes of intra-regional trade, and specialization for market integration and Smithian growth in Europe, India and China now occupy the high ground for debate and research.

Ironically, some Asian historians now deplore the propensities of the Ottoman, Safavid, Mughal and especially the Ming-Qing empires to import, consume, hoard and monetize ‘useless’ American metals in exchange for ‘real’ commodities, such as silks, cottons, porcelain, spices, sugar, tea and botanical medicines and the products of their skilled but cheap labour. Mandel could not have read recently published analyses of the significance of bullion, but he would have appreciated histories which show how demands from the agrarian empires of Asia helped to sustain European colonization and exploitation of the Americas at altogether higher and more profitable levels. He would surely have recognized that this revived ‘global’ perspective underlines the point that the gains to Europe from an increasingly significant trans-Atlantic connexion cannot be comprehended without reference to commerce with Asia. Alas, the heuristic elaboration of that context and the ‘reorientation’ of the history of the West has led on to the formulation of more provocative but implausible hypotheses. Some world systems theorists, now boldly suggest that deceleration in the production of American bullion over the later decades of the 18th century formed underlying structural conditions (preconditions!) which stimulated an intensified search for solutions to the imminent threat of a potentially serious decline in profitable commerce with the East. During an Imperial Meridian, 1783-1825 innovatory enterprising and ruthless Europeans had come up with three solutions to an intensifying dilemma flowing from the contradiction of world trade: the mechanization of textile production; the colonization of India; and the reallocation of investment to speed up shifts in the cultivation of tropical foodstuffs and raw materials to slave plantations in the America.

Of course, there could be no conclusions to histories of this kind and no end to the metanarratives that could be constructed on the basis of scholarly research into myriads of economic connexions between Europe, Asia, Africa and the Americas for those centuries of Smithian growth between 1415 and 1825.

One of several illuminations provided by world systems theory and history has been to heighten awareness of the ramifications of European expansion overseas beyond classical Marxist models which concentrated upon excess profits and capital formation. Historians of Europe modifying their traditional Eurocentric metanarratives about the sources and origins of Europe’s early transition to industrialized economies (have been brought back) violence and power have been brought back to degrade an anachronistically premature liberal discourse about comparative advantages.  

Nevertheless, these modern debates about the significance of the endogeneous compared to the exogeneous forces behind that precocious transition, which was not confronted buy Mandel and his generation of Marxist scholars, have not been settled. World systems theory (and the history that sustains it) is now inclined to magnify oceanic commerce. But the ‘numbers’ such as they are, are not congruent with the rhetoric. Agreed: the force of external connexions at margins that really mattered for European growth is not easily measure – within the standard national accounts framework provided by macro-economics. Yet the breakdown of imports commodity by commodity (i.e. the kind of decomposition favoured by historians) does not expose any strategic or indispensable imports from other continents – not even American bullion. After all, a high proportion of that infamous ‘treasure’ was dissipated on European warfare. Some bullion moved east to buy luxuries and tropical groceries, consumed largely by the upper and middle classes. Apart from cotton textiles (and there is more to industrialization than a single, albelit progressive, industry) the rest facilitated the integration of markets. Perhaps that third function should be depicted as the primary benefit accruing to Europe from the ‘expropriation’ of all that ‘treasure’ from the Americas.

European historians continue, however, to enquire if silver and gold could plausibly be represented as ‘indispensable’? Many think not and will construct counterfactual (but realistic historical precedents) for scenarios of debasements, fiat currencies and accelerated shifts to paper credit that might also have supported the integration of markets and imperialism overseas. In its more Hegelian manifestations, world systems theory refuses to recognize (as Mandel did) that European technology endowments and elastic supplies of cheap economies also promoted and sustained bounded and autonomous trajectories for  economic development that were symbiotically linked but remain analytically separable from the continent’s three centuries of involvement with China, Africa and the Americas. Furthermore, for two, or even three of those centuries, after the Voyages of Discovery, on any measurable set of indicators inter-continental connexions in relation to the aggregation of the total economic activity carried on within Western Europe remained too small to degrade the endogeneous component to a position of minor significance.

3. The Transition to Industrial Market Economies in Western Europe
Although it is not entirely clear where Mandel might have stood in this now vibrant debate concerned with the significance of a global context or origins for European industrialization, his representation of the process as it proceeded down to 1848 suggests that he might have continued to insist on the primacy of uneven and combined development within and across Europe as the  motor behind the accumulation and extension of industrial capitalism at least for this stage of development. He did not deal with the key problematic for modern economic history, namely contexts on regimes for the discovery, development and diffusion of useful and reliable knowledge (science and technology), but concentrates (pace Marx) on conditions in labour markets that allowed for increases in surplus value and the accumulation of capital.

In Mandel’s narrative, those conditions emerged essentially from a process of competitive capitalism whereby competition for markets among retarded and progressive sectors of industry and backward and advanced regions of Europe, led to the destruction of technologically and organizationally retarded modes of production. His history is one where traditional artisanal, domestic and proto-industrial forms of manufacturing succumbed gradually (but at an accelerating rate) to competition from large scale mechanized factory industry, located in towns and concentrated within certain favoured regions of an integrating set of European economies. Geographical and sectoral shifts of capital intensive technologically progressive industry first reduced the competitiveness and eventually destroyed traditional manufacturing activity and relegated ‘failing’ and ‘backward’ regions (e.g. Flanders within Belgium, Ireland within the United Kingdom and Italy’s Mezzagiorno) to the production of foodstuffs, raw materials and  cheap labour intensive manufactures for export to advanced regions, where labour productivity and real wages are higher. Simultaneously this process of competition creates a reserve army of labour for the sector of mechanized factory based manufacturing that continues to invest and expand on the basis of surpluses of excess profits, generated by the exploitation of increasingly elastic supplies of cheap unskilled (and skilled) labour. Although release of underemployed labour from traditional, but modernizing, agricultures adds to supplies of labour. Mandel found no place in his model for Malthusian mechanisms or the contribution that well observed and measured upswings in population growth made (with lags) to the size of workforces and to restraining any rapid rise in real product wages.

Yes something akin to a process of ‘combined’ ‘antagonistic’ and ‘mutually reinforcing’ development of manufacturing industry exemplified by the rise and decline of firms, industries, villages, towns and regions operated throughout Europe (and Asia) for centuries before the emergence of mechanized factory industry. Competition among these traditional proto-industrial sectors and regions within countries remained more intense within than across the protected borders of national economies, but its adverse (and benign) effects on growth through labour, migration and capital accumulation predated mechanization and the diffusion of factories.

No doubt the uneven and delayed response (delayed on the mainland by a quarter of a century of destructive warfare associated with the French Revolution) to the opportunities provided by these new modes of production intensified their effects on the workforces of traditional industries and augmented supplies of labour available to modern industry.  Nevertheless, libraries of historical monographs on the histories of almost the entire array of European manufacturing activity, shows that the advance of mechanization and large-scale factories was confined and slow over the entire century between Waterloo and Sarajevo. Whole swathes of artisanal, domestic and proto-industrial production survived, often in symbiotic connexions with factories and by adopting improved intermediate technologies appropriate for small scale firms and the differentiated markets that they served.  New technologies certainly emerged to replace the skills and tacit knowledge of craftsmen and artisans. De-skilling occurred. But before 1914 wide ranges of traditional skills and techniques could not be mechanized, let alone automated.

Although machinery and new organizations took over the tasks of manufacturing commodities on a broadening front and the diffusion of railways and steamships intensified, competition between modernised and traditional industries and geographically among regions, the pace and pattern of industrialization between Waterloo and Sarajevo looks to its historians altogether less dramatic than the discontinuity represented by Ernest Mandel.  His model of the creative destruction of traditional manufacturing leading to the expansion of Europe’s reserve army of labour, exploitable for purposes of funding the accumulation of capital in progressive sectors of industry and advanced regions of the continent, is too parsimonious to capture more than a part of a far more complex story.  The reserve army, or if you prefer, the elastic supply of labour to modern sectors of industry, emanated primarily from the growth of population, secondarily from internal migration from agriculture to towns and industry (promoted in degrees that varied across Europe by changes in teneurial conditions for access to family farms and cultivatable land) and in third place by the destruction of proto- and domestic industry and uneven regional development now labelled as internal colonization by  World Systems Theory.

Throughout the long 19th century real product wages in modern mechanized factory industry rose imperceptibly before 1848 and slowly but discernibly thereafter. There seems to be almost no evidence that for any sustained period of that century or, for any industry located in any country that money and wages rose faster than the productivity of labour or total factor productivity. Neither the published data for shares of net value added generated by modern industries and accruing to wages, nor the far more dispersed sources for rates of return accruing to capital, provides the evidence required to support the predictions offered (but not validated) by Mandel that average rates of return to capital diminished sharply enough to encourage a massive migration of European capital overseas in order to take advantage (exploit)  abundant supplies of cheap labour in the Third World.

Of course, push and pull forces operated in international markets for both capital (and labour) in the 19th and 20th centuries, but (and this argument will be addressed in the section on imperialism) they cannot be accommodated within a theory based on the declining rate of profit. Meanwhile historians have recognized that a wider ranging investigation into the sources of investible surpluses and the conduits along which they flowed into modern mechanized industry, has been necessary for the comprehension of capital accumulation. ‘Ploughed back’ profits (the appropriation of surplus value) by the owners of industrial capital remains at the centre of the frame, but predictably other (and often far from insignificant) flows of ‘surpluses’ have been located and classified as emanating from rents, royalties and fees received by owners of land, houses, minerals, transport facilities and equipment, as well as from the savings of labour with professional and technical skills. The complex networks of financial intermediaries and institutions that gathered surpluses and made them available for investment have also been investigated, and the significance of their role is both increasing the supply and the allocative efficiency of funds potentially available for investment is now appreciated.

Finally, the monographic literature on savings, income distribution and financial intermediation has left an impression and a consensual view among modern economic historians that the focus by Marx and his followers on the surplus may be misconceived and over-emphasised. Their research suggests that the core problem to be explained in theoretical and historical terms is not the generation availability and accessibility of ‘surpluses’ to support the diffusion of modern industry, but rather the bounded range of investment opportunities increasing gradually over time, but restrained by the slow evolution of the flow of useful and reliable knowledge to apply problems of production.

4. Imperialism

In commendable pursuit of historical evidence to support his theory of combined and uneven development, Ernest Mandel turned to a bibliography of modern, but largely Marxist, scholarship to explain when and why European capital migrated to the Third World; and how an upswing in the movement of capital overseas staved off diminishing returns among advanced economies of Western Europe and sustained their development from circa 1873 down to and beyond the outbreak of the Great War.

Of course, Mandel recognized that overseas investment had occurred throughout the centuries of mercantilism and continued during both early (1793-1848) and more expansive (1848-73) ‘waves’ in the development of industrial capitalism in Europe. Nevertheless he correctly observed that a discontinuity in the real amount (and share) of investible funds flowing overseas occurred in the period after 1873 when in Mandel’s perception, external colonization of the globe by capital intensified; and first supplemented and then replaced internal colonization as the motor for the sustained accumulation of capital within Europe.


That conjuncture occurred later rather than sooner in the century after Waterloo because, given the opportunities to mechanize production and transportation, the surpluses available for investment overseas remained limited. Furthermore, modern forms of transportation (railways and steamships) took time to link European markets to regions of the Third World with the natural endowments, and supplies of cheap labour required to produce and export low cost foodstuffs, minerals and raw materials. Thus it was no coincidence that foreign investment concentrated initially on the construction of railways and other forms of social overhead capital that facilitated the movement of exports to the coast and onto Europe -  where the prices of primary produce had risen in response to the ever increasing demands from the urban populations and industries of the core.  Meanwhile within Europe an upward and drift in the costs of agrarian inputs and the rising supply price of labour reduced profits and prompted capitalists to search for opportunities overseas to maintain rates of return by exploiting cheap labour, avoiding competition and benefiting from the protection of colonial rule paid for by metropolitan taxpayers.

For Mandel imperialism is not, however, synonymous with colonial rule. Although he did use political terms like colony and colonization ambiguously, Mandel (like Lenin) conceived of imperialism as a distinct phase in the development of capitalism, operating to sustain the accumulation of surplus value and capital formation in Europe, at the expense of ‘colonized’ resources and labour overseas.

In Mandel’s history, combined and uneven development continued because of European capital ‘penetrated’ into the economies of Africa, Asia and Southern America and rendered indigenous manufactures and historical  trajectories towards modern industrialization (primitive accumulation) unprofitable to pursue further. Instead an alliance between local oligarchies foreign capital (and presumably colonial governments) concentrated upon the profits (and revenues?) to be gained from the exploitation of natural resources, low wage labour and the export of primary produce to Europe. For Mandel it was ‘not the light artillery of exported cheap manufactures from the West, but the heavy artillery of the control of capital and resources that really mattered. Foreign capital proceeded to ‘suffocate the economic development of the so-called Third World’; concentrated resources in sectors that ‘perpetuated the development of underdevelopment’ and defined colonies as economies with ‘arrested or stagnant divisions of labour, laggard technology and the pre-capitalist modes of production’.

Figures for Western Europe are difficult to reconstruct, but data for the United Kingdom does indicate that an upswing and a discontinuity in the share of national savings invested overseas did occur in the 1870’s when the rations of net foreign investment to gross national savings jumped from around a quarter to a third between (1855-69) and (1865-74).  Thereafter the ratio fluctuated along the business cycle with peaks of 45% (1905-14) and troughs of 16% (1895-1904). In this age of high imperialism roughly two-thirds of the surplus accruing to British investors continued to fund the accumulation of capital inside the realm and we may safely conjecture that ratios for other advanced capitalist economies could only have been much higher. Whatever the incentives to place their surpluses abroad, most European capitalists preferred to invest at home.

Furthermore, the evidence for diminishing returns or even a widening of average rates of return between domestic and foreign investment looks decidedly weak. Of course, at the margin and along cycles when differential rates of return widened, more capital flowed overseas.  Nevertheless, in 1907 some 80% of British investment abroad realized a yield of less than 5% and only 10% realized over 10% at a time when ‘average’ rates of return on the stock of domestic capital came to 12%.  Similar differentials characterized French, German as well as British investments overseas throughout the age of imperialism.

Studies of European foreign investment and foreign investors do not expose anything like a capitalist quest, drive or mission to maximize profits by exploiting the cheap labour in the Third World. Such exploitation certainly occurred but the profile of European investors, reconstructed by research, has revealed a group (composed largely of conservative rentiers) placing their savings (often via financial intermediaries) in sound, fixed interest, low variance securities yielding one, or perhaps two per cent more than European securities of comparable risk. To an overwhelming degree foreign investors preferred securities backed by real property (railways and other forms of social overhead capital) located mainly in high wage economies (the United States, Canada, New Zealand, Australia and Argentina and Chile) populated by European settlers and their descendents.  For example, of the £4 billion of new foreign securities issued on the London capital market between 1865 and 1914, something like 70% represented assets of governments and firms operating in the countries listed above. About the same percentage of these flows financed the construction of railways, docks, tramways, telegraphs, utilities and urban construction projects. Around 12% went into mining and agriculture, and again mainly to this same group of favoured countries.

Alas, Asia, Africa and the poorest regions of Latin America attracted too small a share of the funds, migrating overseas through London, Paris, Amsterdam, Geneva, Berlin, Frankfurt and other financial centres before 1914. Again if the British case (and data) is typical, the flows of capital into the densely populated low wage areas of European empires seems small. Thus just 36% of the money raised on the London capital market, 1865-1914, funded investment in the British empire and only 35% of that (or 13% of total overseas investment) went to India and other colonies, containing abundant supplies of politically as well as economically exploitable labour.

Mandel’s (and Lenin’s) theory that foreign investment sustained the momentum of capital formation in Western Europe by exploiting reserve armies of labour in colonies and nominally sovereign ‘dependencies’ of the Third World, founders on the data.  Most of Europe’s surplus capital went to support, sustain and subsidize the development of European settlements overseas. Furthermore,  recent, and still unsettled debates about foreign investment in the age of imperialism are (ironically from any revised Leninist perspective) more concerned with attempts to measure the potential costs and losses to Western European economies and societies from its commitments to empires and to investment in traditional markets overseas.  The counterfactual hypotheses under exploration in this debate is that Europeans could only have been better off had they declinked their states, commerce and economies from commitments to empire and long-established patterns of trade.

5. The Development of Underdevelopment

Mandel and other Marxist scholars would not agree and could, moreover, hardly fail to contest the hypothesis now advanced by neo-classical economic historians that divergence over the long 19th century in labour productivities and real standards of living between the industrializing economies of Western Europe and European settlements overseas on the one hand and the Third World on the other from a multiplicity of sources; but in part from a deficiency rather than an excess of foreign investment directed to  integrating the abundant supplies of cheap labour inaccessible supplies of land and other natural resources available in Asia, Africa and Latin America into networks of transportation and marketing -constructed to facilitate production of world markets.

Mandel recognized that a ‘world economy’ had been in process of formation for centuries, but the global integration of markets for commodities, capital and labour accelerated in the wake of  the diffusion of new technologies for transportation and the communication of commercial intelligence after 1848.  Railways, steamships and telegraphs, which cut radically into the costs of moving freight by land, sea and waterways, occurred, furthermore, in a geopolitical environment that also became steadily more favourable to trade and the migration of factors of production (primarily capital, but skilled and unskilled labour as well) first within and then across the boundaries of nation states and their empires.

By 1914 some 20 million square miles of territory and 530 million people had been incorporated into the boundaries of the Romanov, Hapsburg, Prussian, British, French, Dutch and Iberian empires. European (primarily British) sea power had opened up the Qing and Ottoman empires, as well as Japan and most other nominally independent polities to trade. Political impediments to intra and inter-imperial and international trade diminished sharply compared with the era of mercantilism. Tariffs and other barriers to trade declined from 1846-73 and went up only gradually thereafter. But at the same time governments adopted the flexible rules of international monetary and financial systems which mitigated the risks of engaging in investment and commerce across borders into otherwise alien political and legal systems.

Between Waterloo and Sarajevo the volume of world trade increased at four to five times the rate experienced during the final century of mercantilism that succeeded the Treaty of Utrecht in 1713.  That marked discontinuity in the growth and integration of a world  economy occurred in response to the growth of population towns and industries of the ‘core’ which raised European demand for food and raw materials up to a plateau that could not be satisfied by Europe’s own domestic mineral and agricultural sectors. Demand then spilled over onto international markets to be met by imports emanating from three zones (not two as Mandel suggested) of an integrated world economy: first and foremost from countries of white settlement overseas’ secondly, from the peripheries of eastern and southern Europe (the Hapsburg and Romanov empires, Italy, Spain and Portugal) and finally, in the smallest proportion from colonial and ‘dependent’ economies of Asia, Africa and the Tropical Americas.

Assisted by massive upswings in the emigration of labour (skilled and semi-skilled, voluntary and involuntary) and above all, as Mandel emphasised, by outflows of capital, forests, minerals, fishing grounds and enormous tracts of virgin land on the prairies, the veldt, the outback and steppes became incorporated into the production of exports for European markets. Other zones of savannah and tropical forests, along with millions of man-years of cheap African and Latin American labour time, also helped to supply Europe’s populations and towns with the primary produce required to sustain the expansion of Western industrialization.

Slowly (1815-48) and more rapidly thereafter (1848-1914) real standards of living increased visibly for the populations of Western Europe conspicuously for European settlements in the Americas and Australasia, at discernible but perhaps historically outstanding rates for southern and eastern Europe; also imperceptibly (if at all ) for the vast majority of the worlds’ population living under colonial regimes or in dependent economies on the continents of Asia, Africa and Southern America.

According to Maddison’s conjectures differentials in real wages and average standards of living may have widened considerably between 1820-1950.

Multipliers of GDP per capita in Western Europe to other regions of the world economy (in $ of 1990)

	Europe compared to
	c. 1820
	c. 1913
	c. 1950

	Asia (excl. Japan)
	2.1
	5.4
	7.2

	Africa
	2.9
	5.9
	5.4

	Latin America
	1.9
	2.3
	1.8

	European Settlements
	1.0
	0.6
	0.5


In contemplating such (albeit roughly quantified) variations in rates of growth and levels of per capita income across the continents and regions of an increasing interdependent global economy ‘schools’ of ‘radical’ economists, sociologists and historians continue to suggest that the sustained and more successful record achieved by Western Europe (and its settlements overseas) occurred somehow at the expense of the manifestly less impressive rise in real capita incomes achieved by the populations (including the colonized populations and territories and assets) of the Third World. These trends are then represented in Gunder Frank’s terms as the ‘development of underdevelopments’

One way to ‘test’ the heuristic illumination derivable from all theories of combined and uneven development is to analyse the nature and scale of economic connexions as they evolved between three ‘major zones’ of an integrating world economy over two very different geopolitical eras: first during the liberal and imperial international economic order operating from Waterloo to Sarajevo and then during these three to four decades of global warfare, abnormal cyclical instability and neo-mercantilism from 1914 to the beginnings of decolonisation and late capitalism 1948-50.

6. Connexions in an Era of Liberal Imperialism 1815-1914
I will begin with Europe’s exports and refer to data that shows that the volume of goods exported from Europe to markets of the Third World rose by a factor of around 19 between 1830 and 1910 but also reveals that the share sold on these markets increased from 15% to 21%. Bairoch’s data and that ratio implies approximately 80% of the value of commodities delivered across frontiers over the long 19th century was either sold within Europe or to European settlements in North America and Oceania. Mandel may not have been surprised by these trends. He might well have attributed them to low wages and depressed purchasing power in the Third World. Nevertheless, the figures do not suggest that European capitalism depended in any strong degree on ‘colonial’ markets for the sale of cheap manufactures that simultaneously served to wipe out indigenous industries and to hold down wages in the ‘South’.

As for imports, Europe continued to derive high shares of the foodstuffs, energy supplies and raw materials required from within its own geographical boundaries. At the end of the 19th century when European capital, business enterprise, technology and imperial power had penetrated into all but the most remote regions of Africa, Asia and Southern America, less than a quarter of all the goods and services consumed by Europeans came from the Third World. Since that ratio had been higher at the outbreak of the French Revolution, the major problem to investigate is not, it seems, colonial and neo-colonial exploitation, but rather why Asia, Africa and Southern America did not become more significant as suppliers of foodstuffs and raw materials as Mandel’s (and Lenin’s) theory predicts.

Explanations for this large and awkward fact and combined and uneven development are best elaborated country by country, and commodity by commodity.  But for purposes of exposing measurable and salient connexions between European demand and the migration of European capital on the one hand, and Third World (including colonial) supplies of primary practice on the other, European imports can be conveniently grouped into manufactures, fuel, minerals, raw materials and foodstuffs.

Over the long 19th century, industrial imports from Asia diminished to insignificance and became confined to expensive handicrafts and textiles of the highest quality. Deposits of the period’s chief source of energy, coal, as well as most major mineral ores (iron, lead, zinc, copper, clay and sand) refined by European industry happened to be accessibly located either in Western Europe or along its eastern and southern frontiers. Gold and silver ores which had dominated trade with Africa and Southern America for three centuries of mercantilism before 1815, gradually became less important, largely because the rapidly rising volume of commerce within and beyond Europe was being more efficiently financed by bills of exchange, bank drafts and other confidently accepted means of paper credit expanded on a base of precious metals that emanated from new discoveries in California, Australia and Nevada.

Several economies in Southern America and Malaysia and Africa experienced ‘booms’ based upon silver, gold, guano, nitrates, tin and copper sold to Europe and North America. Nevertheless before 1914 the significance of minerals and energy supplies from the Third World for European development remained negligible and this category of trade accounted for less than 5% of the total exports delivered from Asia, Africa and Southern America to ‘core’ markets.

In rank order of importance, the raw materials purchased by Europe from these continents included raw cotton, oil seeds, hides and skins, jute, hemp, dyestuffs and hardwoods and rubber. Apart from rubber (which came on stream following the invention of the bicycle and automobile in the early 20th century) nearly all of these organic raw materials could be procured from within Europe or from European settlements overseas. Thus, Asian, African and Southern American farmers competed with the land abundant agricultures of tropical North America and Australasia, the forests of Scandinavia and the Russian empire and the peasants of Southern and Eastern Europe to supply Western Europe’s textile, soap, leather, furniture, construction, shipbuilding and many other industries, engaged on processing raw materials from agrarian regions from every part of the global economy.

Tropical groceries (sugar, tea, coffee, vegetable oils, spices, nuts, fruit and tobacco) continued to dominate Third World exports to Europe. Since demand for these traditional luxuries was price and income, elastic purchases diffused down the social scale and the tonnage imported multiplied roughly 45 times between 1790 and 1914. Competition for Europe’s markets remained intense for tea, coffee, and particularly for sugar (which came under increasing pressure from European beet sugar) and also for tobacco grown by black sharecroppers in the United States and peasants in Southern Europe.

To sum up: between 1815 and 1914 farmers and miners from colonized and non-colonized regions of the Third World traded primary produce (foodstuffs, raw materials and some minerals) for manufactured goods and commercial services supplied by Europeans. Given: (a) that approximately half the cultivated area in the Third World suffered from deficiencies and/or irregularities of water supply; (b) that the connexions by road and rail to urban markets remained woefully inadequate compared to Western Europe, North America and Australiasia; (c) that by 1914 Asia and Africa had attracted only $11 of foreign capital compared to $131 per capita for regions of white settlement; and (d) that research into biotechnologies for the improvement of crop yields in  tropical agricultures had hardly commenced – the response of Third World agricultures to opportunities to compete on world markets for agrarian produce does not look that bad.  For a list of regions with underused land and particularly where imperial administrations invested in irrigation systems, and/or water control, records of sustained growth based upon the export of cash crops even looks impressive.  Nevertheless, in conditions where the underlying base of agronomic knowledge for the cultivation of these cash crops (and their basic food crop – rice) expanded slowly, ecological conditions usually set the elasticities for supply. Meanwhile the abundance of underemployed labour available for farming, together with falling prices for staple subsistence crops (rice competing with wheat and maize) both constrained rise in agrarian incomes, but discouraged fertility restraint.

Environmental, demographic and intensified  competition (between the Third World and regions of white settlement) rather than European investment overseas and the persistence of European colonization set parameters for the expansion in the volumes of foodstuffs and raw materials available from the poorest and most densely populated parts of the world between Waterloo and Sarajevo. While the values of increasing flows of exports available to its economies for both consumption and reinvestment depended on their purchasing power on world markets, and the distribution of the gains from trade between European owners, managers, middlemen and colonial administrators on the one hand, and local farmers, merchants, bankers and ruling elites on the other,.

Since the direct distribution of the gains from trade between Europeans and the rest (Asians, Africans and South Americans) has been very difficult to measure, economists have paid far more attention to long-term and potentially quantifiable trends in net barter terms of trade. As price indices their ‘constructed’ weighted averages conceal the experience of specific economies or particular crops and minerals. Furthermore, the accessible evidence usually relates to prices of European exports (f.o.b) which makes no allowance for sharp falls in the costs of transportation and distribution or improvements in the quality of European exports delivered to the Third World.

Nevertheless, the indices representing the evolution in the prices of commodities traded between these two zones of the world economy (such as they are) suggests that (apart from some modest reversals in the 1880’s and 1890’s) over the long 19th century the net barter terms of trade moved consistently and discernibly in favour of the Third World.

Furthermore, after the era of mercantilism as, where and when free markets emerged, possibilities for ‘exploitation’ in the sense that Europeans both received and paid politically and coercively determined prices for the goods and services they sold to and purchased from the Third World (including economies under colonial rule) diminished. Historical evidence (which by no means covers the range of crops and minerals traded across continents) is probably not congruent with assertions that European middlemen paid ‘monopsony’ prices for the ores, raw materials and foodstuffs they imported from Africa, Asia and Southern America. Assertions won’t do and markets and their imperfections need to be investigated crop by crop, region by region and include investigations into networks of ‘up-country’ sale and distribution, which were often controlled by native merchants, transporters and local money lenders. Yes, these ‘collaborators’ and ‘compradors’ with European commerce and colonialism probably did retain a conservative and presumably ‘rational’ preference in favour of continuing to allocate their savings, skills and entrepreneurial talents into servicing the movement of primary produce with ready and profitable access to world markets. But markets and culture not colonialism and coercion came into operation in the century of liberal imperialism.

High (but alas still unmeasured) shares of the surpluses obtained from producing for and servicing that commerce occurred, however, to expatriate European businessmen, professional and skilled labour and as taxes for the payment of colonial rule and military protection. Expatriates understandably manifested a high propensity to consume imports and display life styles that possible discouraged native businessmen from accumulating capital and diversifying local production.  While both colonial and ‘autonomous’ regimes implemented economic policies which exemplified two assumptions of most governments everywhere before 1914, namely low taxation and public expenditures confined to the maintenance of institutions required for the operation of markets together with altogether modest provisions for social overhead capital and other public goods that promoted development. Of course, the level, range and effectiveness of governmental intervention varied from state to state and from colony to colony.  Economic successes and failures cannot, however, be correlated in any unequivocal way with either the presence or absence of alien rule or with clear evidence of neo-imperial intrusions into the governance of nominally sovereign states or (to return to Mandel’s though-provoking theory) with the integration of Third World economies into a process of combined and uneven development.

7. Conclusions: Late Capitalism as a Stage in the History of the World Economy
Economic growth is inordinately difficult to understand let alone model. Historically only a small number of countries matured over centuries of time under a variegated range of political, geopolitical, institutional and cultural conditions into successful industrial market economies. As queen of the social sciences, economics might be better placed to explain how and why history evolved so that the world economy came to be more starkly divided into rich and poor nations and populations. Alas since Adam Smith, and his immediate successors in classical, political economy, the discipline concentrated (until recently) upon allocative efficiency and the distribution of income within national economies and left problems of global economic growth to historians, sociologists and to Marxist economists who maintained classical enquiries into the wealth and poverty of nations.

Ernest Mandel can be ranked among the most distinguished European intellectuals operating within that marginalized tradition of economic theory. He treated history seriously and maintained a world view which is why he found it necessary to offer an analysis of late capitalism as another stage in laws of motion exemplifying a long chronology of surplus extraction with combined and uneven development that he traced back over centuries of successive and connected stages in the accumulation of capital.

Marxism has always (and continues in its World Systems form) to draw attention to features and factors in the long run development of the world economy that are either neglected, obscured or denigrated by neo-classical traditions of thinking about growth. Its intellectual preoccupations (based upon a retained sympathy for a labour theory of value) lead often to commendably cogent and convincing analyses of the roles of violence and coercion, of exploitation and of regional and international inequalities for the distribution of world income. Above all, Marxists (like Mandel) focus intensely upon the origins, sources and allocation of surpluses extracted to fund the accumulation of capital on a global scale.

His work exemplifies both the strength and weaknesses of a stimulating attempt to theorize through a complex historical record of economic development proceeding from the opening of an Atlantic economy in the 16th century to our times. 

My concern has not been to appraise Mandel’s analysis of late capitalism, but to ascertain if that cycle (1948-73) can be convincingly represented as a stage in the long history of economic development. Historians certainly need theory to impose coherence on the complexity of the past and to help them construct metanarratives which concentrate upon essentials and avoid extraneous detail. Nevertheless, on reading Mandel’s selections and inferences drawn from an economic history preceding and leading into late capitalism, for reasons elaborated above, I found his model of capital accumulation constricting and unduly parsimonious, while the range of historical sources he consulted to test its validity and heuristic powers seems inadequate and biased towards Marxist scholarship.

I was not convinced that the interacting and combined determinants of economic growth could be subsumed within a theory of capital formation and surplus extraction. Perhaps technological diffusions could be included in the model, but the formation of useful and reliable knowledge that underpins the development of new technologies, artefacts and organizations occurred historically in contexts that were at least detached from, if not exogeneous to the economic bases, which they ultimately transformed. Labour supplies and skill formation emerged from demographic regimes and family systems that were only more or less responsive to changes in economic incentives and penalties. Finally, all economic activity (and especially net investment) which generates growth, structural change and new possibilities for technological advance, took place within an evolving framework of institutions, legal rules and behaviourial norms that are reordered slowly with difficulty and basically by the actions of states operating in path-dependent ways, within political, geopolitical and ideological arenas only loosely connected to underlying conditions for the extraction and mobilization of surpluses for the accumulation of capital.

That process (central to all theories of growth derived from classical political economy and Marx) no longer enjoys the prominence accorded to it in Mandel’s, largely theoretical, treatment of the history of European industrialization over the three stages he demarcated as preceding the appearance of late capitalism.

With the aid of data (rarely cited by Mandel to support his representations) European economic history has been reconfigured as one of gradual and continuous rises in ‘measured’ rates of growth for agriculture, industry, trade and urbanization which required some (but manageable) uplifts in the rates of saving and investment.  Although discontinuities are visible in records dramatic depictions of ‘great divides’, ‘watersheds’, and ‘industrial revolutions’ have all but disappeared from European economic history. While the funding of transitions to urban industrial economies seem, on close investigation into capital markets and financial intermediation, have been handled without massive and abrupt resorts to plunder overseas, or the mobilization of  reserve armies of dispossessed peasants, artisans and workers in domestic manufacturing. Furthermore, colonization and integration of Third World economies (with their abundant supplies of cheap labour) was not required to stave off diminishing returns to capital invested in Europe. After 1873 an increasing volume of investible surpluses did migrate overseas but flowed overwhelmingly into regions of white settlement and upon far too small a scale to mitigate ecological and demographic constraints on development and structural change throughout the Third World – and almost regardless of whether the regional and national economies of Africa, Asia and Southern America happened to be nominally independent or under imperial rule.

European investment did little to either create, reinforce or alleviate extant and persistently low levels of labour productivity prevalent throughout these continents. That situation began to change for the better during the ‘First Long Boom’ (1899-1914) when augmented flows of European capital collaborating with local businessmen and (yes) cheap labour just about doubled the real values of exports delivered by the agricultures, mines and wells of Africa, Asia and Southern America for sale on world markets.

Alas, this extraordinary upswing in ‘prospects’ for sustained progress achieved by many parts of the Third World (based upon accelerated rates of growth in exports – running at 6.5% per annum – and favourable shifts in the terms of trade) came to an abrupt end. Two global wars in 1914-18 and 1939-45 bracketing a major international downturn in trade, production and the prices of nearly all primary products, together with the greatest depression in the history of global commerce (originating in the United States) severely curtained opportunities for convergence in standards of living based upon trade and capital flows between the industrialized economies of Euroamerica on the one hand and the Third World on the other.  Such favourable geopolitical and geo-economic conditions did not return again until the era of late capitalism. Alas, by then rates of population growth had more than doubled. Seriously deleterious effects flowed between 1914-18 from the failures of statesmen and businessmen of Europe and North America to reconstruct and maintain an international economic order as efficient as the order that operated from 1873-1914 and generated that optimistic boom from 1899 to Sarajevo.
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