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Introduction

Over the last quarter of a century something fundamental seems to have
changed in the way in which capitalism works. In the 1970s, many spoke
of crisis. In the 1980s, most spoke of restructuring and reorganization. In
the 1990s, we are no longer sure that the crisis of the 1970s was ever
really resolved and the view has begun to spread that capitalist history
might be at a decisive turning point.

Our thesis is thar capirtalist history is indeed in the midst of a decisive
turning point, but that the situation is not as unprecedented as it may
appear at first sight. Long periods of crisis, restructuring and reorganiza-
tion, in short, of discontinuous change, have been far more typical of the
history of the capitalist world-economy than those brief moments of
generalized expapsion along a definite developmental path like the one
that occurred in the 1950s and 1960s. In the past, these long periods of
discontinuous change ended in a reconstitution of the capitalist world- |
economy on new and enlarged foundations. Our investigation is aimed
primarily at identifying the systemic conditions under which a new
reconstitution of this kind may occur and, if it does occur, what it may |
look like.

Changes since about 1970 in the way capitalism functions locally and
globally have been widely noted; though the precise nature of these
changes is sull a marter of some debate. But that they amount to
something tundamental 1s the common theme of a rapidly growing
literature.

There have been changes in the spanal configuration of processes of
capital accumulation. In the 1970s the predominant tendency appeared to
be towards a relocation of processes of capital accumulation from high-
income to low-income countries and regions (Frobel, Heinrichs, and
Kreye 1980; Bluestone and Harrison 1982; Massey 1984; Walton 1985).
In the 1980s, in contrast, the predominant tendency appeared to be
towards the recentralization of capital in high-income countries and
regions (Gordon 1988). Bur whatever the direction of the movement, the
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tendency since 1970 has been towards greater geographical mobility ot
capital (Sassen 1988; Scorr 1988; Storper and Walker 1989).

This has been closely associated with changes in the organization of
processes of production and exchange. Some authors have claimed that
the crisis of “Fordist™ mass production - based on systems of specialized
machines, operaung within the organizational domains of vertically
integrated, bureaucratically managed, giant corporations — has created
unique opportunities for a revival of systems of “flexible specialization™
~ based on small-batch craft production, carried out in small and
medium-sized business units coordinated by market-like processes of
exchange (Piore and Sable 1984; Sable and Zeithin 1985; Hirst and Zeitlin
1991). Others have focused on the legal regulation of income-generatng
activities and have noted how the ever-increasing “formalization™ of
economic life — that is, the proliferation of legal constraints on the
organization of processes of production and exchange — has called forth
the opposite tendency towards “informalization” — that is, a proliferation
of income-generating activities that bypass legal regulation through one
kind or another of “personal™ or “familial™ entrepreneurialism (Lomnitz
1988; Portes, Castells, and Benton 1989; Feige 1990; Portes 1994).

Partly overlapping this literature, numerous studies have followed in
the footsteps of the French “regulation school™ and have interpreted
current changes in the mode of operation of capitalism as a structural
crisis of what they call the Fordist-Keynesian “regime of accumulation”
(for a survey, sce Bayer 1990; Jessop 1990; Tickell and Peck 1992). This
regime is conceptualized as constituting a particular phase of capitalist
development characterized by investments in fixed capital that create the
potential for regular increases in productivity and mass consumprion.
For this potential to be realized, adequate governmental policies and
actions, social institutions, norms and habits of behavior (the “mode of
regulation”) were required. “Keynesianism” is described as the mode
of regularion thar enabled the emergent Fordist regime fully to realize
its potential. And this in turn is conceived of as the underlying cause of
the crisis of the 1970s (Aglietta 1979b; De Vroey 1984; Lipietz 1987;
1988).

By and large, “regulationists™ are agnostic as to what the successor of
Fordism—Keynesianism might be, or indeed as to whether there will ever
be another regime of accumulation with an appropriate mode of
regulation. In a similar vein, but using a different conceptual apparatus,
Claus Offe (1985) and, more explicitly, Scott Lash and John Urry (1987)
have spoken of the end of “organized capitalism™ and of the emergence
ot “disorgamzed capitalism.” The central feature of “organized capi-
talism™ — the administration and conscious regulation of nanonal
economies by managerial hierarchies and government officials — 1s seen as
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being jeopardized by an increasing spatial and functional deconcentration
and decentralization of corporate powers, which leaves processes of
capital accumulation in a state of seemingly irremediable “disorganiza-
tion.”

Taking issue with this emphasis on the disintegration rather than
coherence of contemporary capitalism, David Harvey (1989) suggests
that, in fact, capitalism may be in the midst of a “historical transition”
from Fordism-Keynesianism to a new regime of accumulation, which he
tentatively calls “flexible accumulation.” Between 1965 and 1973, he
argues, the difficultics met by Fordism and Keynesianism in containing
the inherent contradictions of capitalism became more and more appar-
ent: “On the surface, these ditficulties could best be captured by one
word: rigidity.” There were problems with the rigidity of long-term and
large-scale investments in mass production systems, with the nigidity of
regulated labor markets and contracts, and with the ngidity of state
commitments to entitlement and defense programs.

Behind all these specific nigidities lay a rather unwieldy and seemingly fixed
configuration of political power and reciprocal relations that bound big labor,
big capital, and big government into what increasingly appeared as a
dysfuncrional embrace of such narrowly defined vested interests as to
undermine rather than secure capital accumularion. (Harvey 1989: 142)

The US and Brigish governments’ attempt to maintain the momentum
of the post-war economic boom through an extraordinarily loose
monetary policy met with some success in the late 1960s but backfired in
the early 1970s. Rigidities increased further, real growth ceased, infla-
tionary tendencies got our of hand, and the system of fixed exchange
rates, which had sustained and regulated the post-war expansion,
collapsed. Since that time, all states have been at the mercy of financial
discipline, either through the effects of capital flight or by direct
institutional pressures. “There had, of course, always been a delicate
balance between financial and state powers under capitalism, but the
breakdown of Fordism-Keynesianism evidently meant a shift towards the
empowerment of finance capital vis-a-vis the nation state” (Harvey 1989:
145, 168).

This shift, in rurn, has led to an “explosion in new financial
instruments and markets, coupled with the rise of highly sophisticated
systems of financial coordination on a global scale.” It is this
“extraordinary eftlorescence and transtormation in financial markets”
that Harvey, not without hesitation, takes as the real novelty of
capitalism in the 1970s and 1980s and the key feature of the emerging
regime of “flexible accumulation.” The spatial reshutfling of processes
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of production and accumulation, the resurgence of craft production and
of personal/familial business networks, the spread of market-like
coordinations at the expense of corporate and governmental planning
— all, in Harvey's view, are different facets of the passage to the new
regime of flexible accumulation. However, he is inclined to see them as
expressions of the search for financial solunions to the crisis tendencies
of capitalism (Harvey 1989: 191-4).

Harvey is tully aware of the difficulties involved in theorizing the
transition to flexible accumulation — assuming that that is what capitalism
i1s actually experiencing — and points to several “theoretical dilemmas.”

Can we grasp the logic, if not the necessity, of the transition? To what degree
do past and present theoretical formulations of the dynamics of capitalism
have to be modified in the light of the radical reorganizations and restructur-
ings taking place in both the productive forces and social relations? And can
we represent the current regime sufficiently well to get some grip on the
probable course and implications of what appears to be an ongoing revolu-
tion? The transition from Fordism to flexible accumularion has ... posed
serious difficulties for theories of any sort.... The only general point of
agreement is that something significant has changed in the way capitalism has
been working since about 1970. (Harvey 1989: 173)

The questions that have informed this study are similar to Harvey’s.
But the answers are sought in an investigation of current tendencies n the
light of patterns of recurrence and evolution, which span the entire
lifetime of historical capitalism as a world system. Once we stretch the
space—time horizon of our observations and theoretical conjectures in this
way, tendencies that seemed novel and unpredictable begin to look
familiar.

More specifically, the starting point of our investigation has been
Fernand Braudel’s contention that the essential feature of historical
capitalism over its longue durée — that is, over its entire liferime — has been
the “flexibiliry” and “eclecticism”™ of capital rather than the concrete
forms assumed by the latter at different places and at different times:

Let me emphasize the quality that seems to me to be an essential fearure of the
general history of capitalism: its unlimited flexibility, its capacity for change
and adaptation. If there is, as 1 believe, a certain unity in capirtalism, from
thirteenth-century Italy to the present-day West, it 1s here above all that such
unity must be located and observed. (Braudel 1982: 433; emphasis in the
original)

In certain periods, even long periods, capitalism did seem to “specialize,”
as in the nineteenth century, when it “moved so spectacularly into the new
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world of industry.” This specialization has led “historians in general ...
to regard industry as the final flowering which gave capitalism its ‘true’
identity.” But this 1s a short-term view:

[After] the ininal boom of mechanization, the most advanced kind of
capitalism reverted to eclecticism, to an indivisibility of interests so to speak,
as if the characterisuc advantage of standing at the commanding heighes of the
economy, today just as much as in the days of Jacques Coeur (the fourteenth-
century tycoon) consisted precisely of not having to confine oneself to a simgle
choice, of being eminently adaprable, hence non-specialized. (Braudel 1982:
381; emphasis in the original; translation amended as indicated in Wallerstein
1991: 213)

It seems to me that these passages can be read as a restatement of Karl
Marx’s general formula of capital: MCM'. Money capital (M) means
liquidity, tlexibility, freedom of choice. Commodity capital (C) means
capital invested in a particular input-output combination in view of a
profit. Hence, it means concreteness, rigidity, and a narrowing down or
closing of oprions. M' means expanded liquidity, flexibility, and freedom
of choice.

Thus understood, Marx’s formula tells us that capitalist agencies do
not invest money in particular input-output combinations, with all the
attendant loss of flexibility and freedom of choice, as an end in itself.|
Rather, they do so as 4 means towards the end of securing an even greater .|
flexibility and freedom of choice at some future point. Marx's formula
also tells us that if there is no expectation on the part of capitalist agencies
that their freedom of choice will increase, or if this expectation is
systematically unfulfilled, capital zends to revert to more flexible forms of
investment — above all, to its money form. In other words, capitalist
agencies “prefer” liquidity, and an unusually large share of their cash tlow
tends to remain in liquid form.

This second reading is implicit in Braudel’s characterization of “finan-
cial expansion” as a symptom of maturity of a particular capiralist
development. In discussing the withdrawal of the Dutch from commerce
in the middle of the eighteenth century to become “the bankers of
Europe,” Braudel suggests that such a withdrawal is a recurrent world-
systemic tendency. The same tendency had earlier been in evidence in
fifteenth-century Italy, when the Genoese capitalist oligarchy switched
from commodities to banking, and in the latter half of the sixteenth
century, when the Genoese nobili vecchi, the official lenders to the king
of Spain, gradually withdrew from commerce. Following the Dutch, the
tendency was replicated by the English in the late nineteenth and early
twentieth centuries, when the end of “the fantastic venture of the
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industnal revolunon™ created an oversupply of money capital (Braudel
1984: 2423, 246).

After the equally fantastic venture of so-called Fordism-Keynesianism,
US capital followed a similar path in the 1970s and 1980s. Braudel does
not discuss the financial expansion of our day, which gained momentum
atter he had completed his trilogy on Cuwvilization and Capitalism.
Nevertheless, we can readily recognize in this latest “rebirth” of finance
capital yer another instance of that reversal to “eclecticism” which in the
past has been associated with the maturing of a major capitalist
development: “[Every] capitalist development of this order scems, by
reaching the stage of financial expansion, to have in some sense
announced its maturity: it [is] a sign of awtumn™ (Braudel 1984: 246;
emphasis added).

Marx’s general formula of capital (MCM') can theretore be interpreted
as depicting not just the logic of individual capitalist investments, but also
a recurrent pattern of historical capitalism as world system. The central
aspect of this pattern is the alternation of epochs of material expansion
(MC phases of capital accumulation) with phases of financial rebirth and
expansion (CM' phases). In phases of material expansion money capital
“sets in motion” an increasing mass of commodities (including commodi-
tized labor-power and gifts of narure); and in phases of financial
expansion an increasing mass of money capital “sets itself free™ from its
commodity form, and accumulation proceeds through financial deals (as
in Marx’s abridged tormula MM'}. Together, the two epochs or phases
constitute a full systemic cvcle of accumulation (MCM').

Our investigation is essentially a comparative analysis of successive
systemic cycles of accumulation in an attempt to identify (1) patterns of
recurrence and evolurion, which are reproduced in the current phase of
financial expansion and of systemic restructuring; and (2) the anomalies
ot this current phase of financial expansion, which may lead to a break
with past patterns of recurrence and evolution. Four systemic cycles of
accumulation will be identified, each characterized by a fundamental
unity of the primary agency and structure of world-scale processes of
capital accumulation: a Genoese cycle, from the fifteenth to the carly
sevenieenth centuries; a Durch cycle, from the late sixteenth century
through most of the eighteenth century; a British cycle, trom the latter
halt of the eighteenth century through the carly twentieth cenrury; and a
US cycle, which began in the late nineteenth century and has continued
into the current phase of financial expansion. As this approximate and
preliminary periodization implies, consecunive systemic cycles of accumu-
lation overlap, and although they become progressively shorter in
durarion, they all last longer than a century: hence the notion of the
“long century,” which will be raken as the basic temporal umit in the
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analysis of world-scale processes of capital accumulation.

These cycles are altogether different from the “secular cycles™ (or price
logistics) and the shorter Kondratieff cycles to which Braudel has
attached so much importance. Secular and Kondratieff cycles are both
empirical constructs of uncertain theoretical standing derived from
observed long-term fluctuations in commodity prices (for surveys of the
relevant literature, see Barr 1979; Goldstein 1988). Secular cycles bear
some striking similarities to our systemic cycles. They are four in number;
they all last longer than a century; and they become progressively shorter
(Braudel 1984: 78). However, secular price cycles and systemic cycles ot
accumulation are completely out of synchrony with one another. A
financial expansion is equally likely to come at the beginning, middle, or
end of a secular (price) cycle (see figure 10, this volume).

Braudel does not attempt to reconcile this discrepancy berween his
dating of financidl expansions — on which our periodization of systemic
cycles of accumulation is based — and his dating of secular (price) cycles.
And nor shall we. Faced with a choice between these two kinds of cycles,
we have opted for systemic cycles because they are far more valid and
reliable indicarors of what is specifically capitalist in the modern world
system than secular or Kondratieff cycles.

Indeed, there is no agreement in the literature on what long-term
tluctuations in prices — whether of the logistic or the Kondratieff kind -
indicare. They are cerrainly not reliable indicators of the contractions and
expansions of whatever is specifically capitalist in the modern world
system. Profitability and the comihand ot capital over human and natural
resources can decrease or increase just as much in a downswing as in an
upswing. It all depends on whose competition is driving prices up or
down. If it 1s the “capitalists” themselves, however defined, that are
competing more (less) intensely than their “non-capitalist™ suppliers and
customers, profitability will fall (rise) and the command of capital Gver
resources will decrease (increase), regardless of whether the overall
tendency of prices is to rise or fall.

Nor do price logistics and Kondratieffs seem to be specifically capitalist
phenomena. It is interesting to note that in Joshua Goldstemn’s synthesis
of the empirical findings and theoreucal underpinmings of long-wave
studies, the notion of “capitalism™ plays no role at all. Stausucally, he
finds that long waves mn prices and production are “explained” primarily
by the severiry of what he calls “great power wars.” As for capitalism, the
issue of its emergence and expansion is put squarely outside the scope of
his investigation (Goldstein 1988: 258-74, 286).

The issue of the relationship between the rise of capitalism and long-
term price fluctuanons has troubled world system studies right from the
start. Nicole Bousquet (1979: 503) considered it “embarrassing™ that
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price logistics long pre-dated 1500, For the same reason, Albert Bergesen
(1983: 78) wondered whether price logistics “represent the dynamics of
teudalism or capitalism, or both.” Even Imperial China seems to have
experienced wave-like phenomena ot the same kind as Europe (Hartwell
1982; Skinner 1985). Most unsettling of all, Barry Gills and Andre
Gunder Frank (1992: 621-2) have maintained that “the fundamental
cyclical rhythms and secular trends of the world system should be
recognized as having existed for some 5000 years, rather than the 500
years that has been conventional in the world system and long wave
approaches.”

In short, the connection between Braudel’s secular cycles and the
capitalist accumulation of capital has no clear logical or historical
toundation. The notion of systemic cycles of accumulation, in contrast,
derives directly from Braudel’s notion of capitalism as the “non-
specialized” top layer in the hierarchy of the world of trade. This top layer
is where “large-scale profits™ are made. Here the profits are large, not just
because the capitalist stratum “monopolizes” the most profitable lines of
business; even more important is the fact that the capitalist stratum has

_ the flexibility needed to switch its investments continually from the lines
| of business thar face diminishing returns to the lines tHat do not (Braudel
1982: 22 231, 428-30).

As in Marx’s general tormula ot capital (MCM'), so in Braudel's
definition of capitalism what makes an agency or social stratcum capitalist
is not 1ts predisposition to invest in a particular commodity (e.g. labor-
power) or sphere of actwvity (e.g. industry). An agency is capitalist in
virtue of the tact that its money is endowed with the “power of breeding”
(Marx’s expression) systematically and persistently, regardless of the
nature ot the particular commodities and activities that are incidentally

‘the medium at any given time. The nouon of systemic cycles of
accumulation which we have derived from Braudel's historical observa-
tion of recurrent financial expansions follows logically from this strictly
istrumental relanonship of capitalism to the world of trade and
productuon, and emphasizes it. That is to say, hinancial expansions are
taken ro be symptomanic of a situation in which the investment of money
inn the expansion of trade and production no longer serves the purpose of
increasing the cash flow to the capitalist stratum as etfectively as pure
financial deals can. In such a situarion, capital invested in trade and
production tends to revert to s money form and accumulate more
directly, as n Marx’s abndged tormula MM

Systemic cycles of accumulation, unlike price logistics and Kon-
dratietts, are thus inherently capitalist phenomena. They point to a
fundamental continuity in world-scale processes of capiral accumulation
in modern times. But they also constitute fundamental breaks in the
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strategies and structures that have shaped these processes over the
centuries. Like some conceptualizations of Kondratieffs, such as Gerhard
Mensch’s (1979), David Gordon’s (1980), and Carlota Perez’s (1983),
our cycles highlight the alternation of phases of continuous change with
phases of discontinuous change.

Thus, our sequence of partly overlapping systemic cycles bears a close
formal resemblance to Mensch’s “metamorphosis model” of socio-
economic development. Mensch (1979: 73) abandons “the notion that
the economy has developed in waves in favor of the theory that it has
evolved through a series of intermittent innovative impulses that take the
form of successive S-shaped cycles” (see figure 1). His model depicts
phases of stable growth along a well-defined path alternating with phases
of crisis, restructuring, and rturbulence, which eventually recreate the
conditions of stable growth.

Mensch’s model refers primarily to growth and innovations in partic-
ular industries or in particular national economies, and as such has no
immediate relevance to our investigation. Nevertheless, the idea of cyc‘lcs
consisting of phases of continuous change along a single path alternan_ng
with phases of discontinuous change from one path to another underlies
our sequence of systemic cycles of accumulation. The difference is that
what “develops” in our model is not a particular industry or natioqal
economy but the capitalist world-economy as a whole over its entire

lifetime. Thus, (MC) phases of material expansion will be §h0wn to |
consist of phases of continuous change, during which the capitalist world- |

economy grows along a single developmental path. And (CM') phgses of
financial expansion will be shown to consist of phases of discqntllluogs
change during which growth along the established path has artained or is

attaining its limits, and the capitalist world-economy “shifts” through

radical restructurings and reorganizations onto another path.
Historically, growth along a single developmental path and shifts f_mm
one path to another have not been simply the unintended outcome of the
innumerable actions undertaken autonomously at any given time by
individuals and the multiple communities into which the world-economy
is divided. Rather, the recurrent expansions and restructurings of the
capiralist world-economy have occurred under the leadership of partic-
ular communities and blocs of governmental and business agencies which
were uniquely well placed to turn to their own advantage the unintended
consequences of the actions of other agencies. The strategies and
structures through which these leading agencies have promoted, orga-
nized, and regulated the expansion or the restructuring of the capitalist
world-economy is what we shall understand by regime of accumulation
on a world scale. The main purpose of the concept of systemic cycles is
to describe and elucidate the formation, consolidation, and disintegration
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of the successive regimes through which the capitalist world-economy has
expanded from its late medieval sub-systemic embryo to its present global
dimension.

The entire construction rests on Braudel’s unconventional view of the
relationship that links the formation and enlarged reproduction of
historical capitalism as world system to processes of state formation on
the one side, and ot market formation on the other. The conventional
view in the social sciences, in political discourse, and in the mass media
is that capitalism and the market economy are more or less the same
thing, and that state power is antithetical to both. Braudel, in contrast,
sees capitalism as being absolutely dependent for its emergence and
expansion on state power and as constituting the antithesis of the market
economy (ct. Wallerstein 1991: chs 14-15).

More specifically, Braudel conceived of capitalism as the top layer of a
three-tiered structure — a structure in which, “as in all hierarch'ies‘ the
upper [layers] could not exist without the lower stages on which they
depend.” The lowest and until very recently broadest layer is that of an
extremely elementary and mostly self-sufficient economy. For want of a
better expression, he called this the layer of material life, “the stratum of
the non-economy, the soil into which capitalism thrusts its roors but
which it can never really penetrate” (Braudel 1982: 21-2, 229):

Abnvc [this lowest layer], comes the tavoured terrain of the market economy,

with its many horizontal communicarions berween the different markets: here

a degree of automatic coordination usually links supply, demand and prices.

Then alongside, or rather above this layer, comes the zone of the anti-market,

where the grear predators roam and the law of the jungle operates. This —

today as in the past, before and after the industrial revolution - is the real home
' of caputalism. (Braudel 1982: 229-30; emphasis added)

A world market economy, in the sense of many horizontal communica-
tions between different markets, emerged from the depth of the under-
lying layer of marerial life long before capitalism-as-world-system rose
above the layer of the market economy. As Janet Abu-Lughod (1989) has
shown, a loose but none the less clearly recognizable system of horizontal
communications between the principal markets of Eurasia and Africa was
a‘lready in place in the thirteenth century. And for all we know, Gills and
Frank may well be right in their claim that this system of horizontal
communications actually emerged several millennia earlier.

Be thar as it may, the question that bears directly on our research is not
when and how a world market economy rose above the primordial
structures of everyday life; it is when and how capitalism rose above the
structures of the pre-existing world market economy and, over time,
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acquired its power to reshape the markets and lives of the entire world.
As Braudel (1984: 92) points out, the metamorphosis of Europe into the
“monstrous shaper of world history” that it became after 1500 was not
a simple transition. Rather, it was “a series of stages and transitions, the
carliest dating from well before what is usually known as ‘the” Renais-
sance of the late fifteenth century.”

The most decisive moment of this series of transitions was not the
proliferation of elements of capitalist enterprise across Europe. Elements
of this kind had occurred throughout the Eurasian trading system and
were by no means peculiar to the West:

Everywhere, from Egypt to Japan, we shall find genuine capitalists, whole-
salers, the rentiers of trade, and their thousands of auxiliaries — the commission
agents, brokers, money-changers and bankers. As for the techniques, possibil-
ities or guarantees of exchange, any of these groups of merchants would stand
comparison with its western equivalents. Both inside and outside India, Tamil,
Bengali, and Guijerati merchants formed close-knit partnerships with business
and contracts passing in turn from one group to another, just as they would
in Europe from the Florentines to the Lucchese, the Genoese, the South
Germans or the English. There were even, in medieval times, merchant kings
in Cairo, Aden and the Persian Gulf ports. (Braudel 1984: 486)

Nowhere, except in Europe, did these elements of capitalism coalesce into
the powerful mix that propelled European states towards the territorial
conquest of the world and the formation of an all-powerful and truly
global capitalist world-economy. From this perspective, the really impor-
tant transition that needs to be elucidated is not that from feudalism to
capitalism but from scattered to concentrated capitalist power. And the
most important aspect of this much neglected transition is the unique
fusion of state and capital, which was realized nowhere more favorably
for capitalism than in Europe:

Capitalism only triumphs when it becomes identified with the state, when it is
the state. In its first great phase, that of the Italian city-states of Venice, Genoa,
and Florence, power lay in the hands of the moncyed elite. In seventeenth-
century Holland the aristocracy of the Regents governed for the benefit and
even according to the directives of the businessmen, merchants, and money-
lenders. Likewise, in England the Glorious Revolution of 1688 marked the
accession of business similar to that in Holland. (Braudel 1977: 64-5;
emphasis added)

The obverse of this process has been inter-state competition for mobile
capital. As Max Weber pointed out in his General Economic History, in
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antiquity, as in the late Middle Ages, European cities had been the
sg(:‘dheds of “political capitalism.” In both periods the autonomy of these
cities was progressively eroded by larger political structures. Never-
rhei}:saz while in antiquity this loss of autonomy meant the end of political
capitalism, in early modern times it meant the expansion of capitalism
into a new kind of world system:

In antiquity the freedom of the cities was swept away by a bureaucrartically
nrg-.‘;mzlcd world empire within which there was no longer a place for political
capitalism. ... |In] contrast with antiquity [in the modern era the cities] came
under the power of competing national states in a condition of perpetual
struggle for power in peace or war. This competitive struggle created the
largest opportunities for modern western capitalism. The separate states had
to compete for mobile capital, which dictated to them the conditions under
which it E&mul‘d assist them to power. ... Hence it is the closed national state
whi‘ch atforded to capitalism its chance for development — and as long as the

| national state does not give place ro a world empire capitalism also will endure.
(Weber 1961: 247-9; emphasis added)

) |
In making the same point in Economy and Society, Weber (1978: 353-4)
turther suggested that this competition for mobile capital among “large,
approximately equal and purely political structures™ resulted

in that memorable alliance between the rising states and the sought-after and
prn{tlegcd caputalist powers that was a major factor in creating modern
capitalism... .. Neither the trade nor the monetary policies of the modern states
can be understood without this peculiar polirical competition and
“equilibrium™ among the European states during the last five hundred years,

Our analysis will substantiate these remarks by showing that inter-state
competition has been a critical component of each and every phase of
financial expansion and a major factor in the formation of those blocs of
governmental and business organizations that have led the capitalist
world-economy through its successive phases of material expansion. But
m partial qualification of Weber’s thesis, our analysis will also show that
the concentration of power in the hands of particular blocs of govern-
mental and business agencies has been as essential to the recurrent
material expansions of the capitalist world-economy as the competition
among “approximately equal™ political structures. As a rule, major
material expansions have occurred only when a new dominant bloc
accrued sufficient world power to be in a position not just to bypass or
rise above inter-state competition, but to bring it under control and
ensure minimal inter-state cooperation. What has propelled the prodi-
glous expansion of the capitalist world-economy over the last five
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hundred years, in other words, has not been inter-state competition as
such, but inter-state competition in combination with an ever-increasing
concentration of capitalist power in the world system at large.

The idea of an ever-increasing concentration of capitalist power in the
modern world system is implicit in a pattern noted by Karl Marx in
Capital. Like Weber, Marx attributed great importance to the role played
by the system of national debts pioneered by Genoa and Venice in the late
Middle Ages in propelling the initial expansion of modern capitalism:

National debts. i.c., the alienation of the state — whether despotic, constitu-
tional or republican — marked with its stamp the capitalistic era.... As with
the stroke of an enchanter’s wand, [the public debt] endows barren money
with the power of breeding and thus turns it into capital, without the necessity
of its exposing itself to the troubles and risks inseparable from its employment
in industry or even in usury. The state-creditors actually give nothing away, for
the sum lent is transtormed into public bonds, easily negotiable, which can go
on funcrioning in their hands just as so much hard cash would. (Marx 1959:
754-3)

Marx’s focus on the domestic aspects of capital accumulation prevented
him from appreciating the continuing significance of national debts in a
system of states in constant competion with one another for assistance
from capitalists for their power pursuits. For Marx, the alienation of the
assets and future revenues of states was simply an aspect of “primitive
accumulation” — Adam Smith’s “previous accumulation,” “an accumula-
tion not the result of the capitalist mode of production, but its starting
point™ (Marx 1959: 713). Nevertheless, Marx did acknowledge the
continuing significance of national debts, not as the expression of inter-
state competition, but as means of an “invisible™ inter-capitalist coopera-
tion, which “started” capital accumulation over and over again across the
space-time of the capitalist world-economy from its inception through his
own day:

With the national debt arose an international credit system, which often
conceals one of the sources of primitive accumulation in this or thar people.
Thus the villamnies of the Venetian thieving system formed one of the sccret
bases of the capital-wealth of Holland to whom Venice in her decadence lent
large sums of money. So was it with Holland and England. By the beginning
of the 18th century ... Holland had ceased to be the nation preponderant in
commerce and industry. One of its main lines of business, therefore, [became]
the lending out of enormous amounts of capital, especially to its great rival
England. [And the] same thing is going on to-day between England and the
United Stares. (Marx 1959: 755-6)
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Marx, however, tailed to nonce that the sequence of leading capitalist
states outlined i this passage consists of units of increasing size,
resources, and world power. All four states — Venice, the United
Provinces, the United Kingdom, and the United States — have been great
powers ot the successive epochs during which their ruling groups
simultancously played the role ot leader in processes of state formation
and of capital accumulation. Seen sequentially, however, the four states
appear to have been great powers of a very different and increasing order.
As we shall detail n the course of this study, the merropolitan domains
of each state in this sequence encompass a larger territory and a greater
variety of resources than those of its predecessor. More importantly, the
networks of power and accumulation that enabled the states n question
16 reorganize and control the world system within which they operared
grew in scale and scope as the sequence progresses.

It can thus be seen that the expansion of capitalist power over the last
five hundred years has been associated not just with inter-state competi-
tion tor mobile capital, as underscored by Weber, but also with the
formation of political structures endowed with ever-more extensive and
complex organizatonal capabilities to control the social and polincal
environment of capital accumulation on a world scale. Over the last hive
hundred years these two underlying conditions of capitalist expansion
have been contnually recreated in parallel with one another. Whenever
world-scale processes of capital accumulation as instituted at any given
time attained their linuts, long periods of inter-stare struggle ensued,
during which the state thar controlled or came to control the most
abundant sources of surplus capital tended also to acquire the organiza-
tional capabilities needed ro promore, orgamize, and regulate a new phase
ot capitalist expansion of greater scale and scope than the preceding one.

As a rule, acquiring these organizational capabilities was far more the
result of positional advantages in the changing spatial configuration of
the capitalist world-cconomy than ot inovation as such. Braudel (1977:
66=7) goes as far as saying that innovartion played no role whatsoever in
the successive spatial shitts of the center of systemic processes of
accumulation: “Amsterdam copied Venice, as London would subse-
quently copy Amsterdam, and as New York would one day copy
London.” As we shall see, this process of imitation was far more complex
than the simple sequence outlined here implies. Fach shift will be shown
to have been associated with a true “organizatnonal revolunon™ in the
straregies and structures of the leading agency of capitalist expansion.
Nevertheless, Braudel’s contention that the shifts reflected “the victory of
a new reglon over an old one™ combined with “a vast change of scale”
will stand.

The tlows of capital from declining to rising centers that Marx noted
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were the instrument of attemprts on the part of declining centers to lay
some claim to the large-scale surpluses that accrued to the new centers.
Flows of this kind have characterized all past financial expansions. The
current financial expansion, in contrast, is said to diverge from this
pattern.

As we shall document in the Epilogue, the current financial expansion
has witnessed the explosive growth of Japan and lesser East Asian states
to a new center of world-scale processes of capital accumulation. And yet
there was little evidence in the 1980s of a major flow of capital from the
declining center to this emergent center. On the contrary, as Joel Kotkin
and Yoriko Kishimoto (1988: 123) have pointed out, after quoting from
the passage in which Marx describes the “secret” support that declining
leaders of processes of capital accumulation have accorded to their
successors, “in a stunning reversal of Marx’s dictum, the Unired States is
not following the pattern ot other capital-exporting empires (Venice,
Holland and Grear Britain), but now is attracting a new wave of overseas
investment.” In their view, this reversal is due primarily to the pull
exercised on foreign capital by the United States’ relatve lack of control
over foreign business activity, expanding population, physical expanse,
vast resources, and “status as the world’s richest and most developed
continental power.” In partial support of this contention, they report the
view of the chief economist of a Japanese bank and “well-known
economic nationalist” Hiroshi Takeuchi, according to whom the United
States has the scale and resources that Japan will never possess. As a
result, Japanese surpluses flowed to the United States just as Britsh
surpluses did in the late nineteenth century. “The Japanese role will be to
assist the United States by exporting our money to rebuild your economy.
This is the evidence that our economy is fundamentally weak. The money
goes to America because you are fundamentally strong™ (quoted in
Kotkin and Kishimoto 1988: 122-3).

Takeuchi’s view of Japanese power relative to US power 1s basically the
same as that expressed by Samuel Huntington at a Harvard seminar on
Japan held in 1979. As Bruce Cumings (1987: 64) reports, when Ezra
Vogel opened the seminar by saying: “I am really very troubled when 1
think through the consequences of the nise of Japanese power,” Hunting-
ton’s reply was that Japan was in fact “an extraordinarily weak country.”
Its most tundamental weaknesses were “energy, food, and military
securiey.”

This assessment 1s based on the conventional view of inter-state power
as consisting primarily of relative size, selt-sutficiency, and military torces.
Such a view enntirely overlooks the fact that the “technology of power™ ot
capitalism — to borrow an expression trom Michael Mann (1986) - has
been quite difterent trom territorialism. As Weber underscores in the














































































































