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1. SURPRISING ADMISSIONS.

As a point of departure, let us explore three rather surprising statements made 

by some well-known British public figures. The first asserted that:

We are on the brink of economic crisis—a crisis with social and political 
consequences we have barely begun to contemplate. [We are facing] 
continuing  decline—and  in  its  wake  social  and  political  decay  and 
perhaps even democracy itself struggling for survival.2

The  second  warned  that  the  immense  amount  of  money  which  the  United 

States annually spent on defence “created major problems,” adding that:

It  is  spent  largely  within  one  market,  which  is  perhaps  the  most 
protected market in the alliance—by technology transfer regulations, by 
American  protection  laws,  by  extraterritorial  controls  …  co-ordinated 
through the Pentagon and protected by Congress. It is channelled into 
the  largest  and  richest  companies  on  earth.  It  is  irresistible  and  if  
unchecked it will … buy its way through sector after sector of the world’s 
advanced technologies…. The way in which the reconstruction of the 
Westland PLC [a British aircraft company] has been handled has raised 
profound issues about defence procurement and Britain’s future as a 
technologically advanced country.3

The third statement was no less dramatic. With reference to President Reagan’s 

so-called  Strategic  Defence  Initiative  (SDI),  it  protested  against  the  negative 

implications of SDI for British industry, declaring that:

We are  being  tempted by  crumbs  from the  table.  Europe should  be 
careful that participation in the U.S. Star Wars research programme will 
not amount to taking in a Trojan horse.4

What is surprising in all of this is not that such statements have been made at 

all, but the social and political allegiances of the people who made them. For the first 

warning came from Sir Edwin Nixon, Chairman of IBM in the United Kingdom. Nor 

was the second admonition voiced by a flaming revolutionary or even by someone 

2 Computer Weekly, December 19, 1985.

3 Michael Heseltine’s resignation statement, January 9, 1986.

4 Computer Weekly, June 13, 1985.



committed to the cause of the soft left. On the contrary, it was made by none other  

than  the  Tory  Party’s  former  Secretary  of  State  for  Defence  in  Britain,  Michael 

Heseltine, in an attempt to explain why he had to resign and create a major political  

scandal on account of the government’s pretended neutrality (and actual support) for 

the  American  transnational  corporations  against  the  European  Consortium.  And 

finally,  the  third  statement  came from Paddy  Ashdown,  Liberal  Party  Member  of 

Parliament  for  Yeovil.  The  same  man  who  vociferously  defended  the  successful 

American  takeover  bid  for  the  Westland  helicopter  company,  which  Heseltine 

protested. 

The point is that capitalism today is experiencing a profound crisis that can no 

longer be denied even by its spokesmen and beneficiaries. Nor should one imagine 

that U.S. capital is less affected by it than British and European capital. IBM’s Vice 

Chairman for research asserted recently, with a heavy touch of irony, that the much 

prophesied “technological spin-off”—in the name of which prohibitively expensive and 

corruptly overcharged defense contracts have been enthusiastically advocated by 

many and approved by Parliaments and governments in the past—turned out to be 

no more than a mere “drip-off.”5 Indeed, the overall situation is in reality much more 

serious than the non-materialization of the promised technological side benefits of 

military waste could suggest on its own.6

Instead  of  the  promised  commercial  bonanza,  a  significant  worsening  of 

competitiveness  resulted  from  the  military-orientated  distortion  of  capitalist  cost-

accounting both in Europe and in the United States. For “as military technology has 

become more and more complex, expensive, clever, and arcane, it has increasingly 

diverged  from  possible  civilian  applications.”7 Accordingly,  among  the  major 

5 Quoted in  Mary Kaldor,  “Towards  a High-Tech Europe?,”  New Socialist,  No.  35,  February 
1986, 10.

6 See the discussion of state intervention in the service of capital expansion in Chapter 3, “The 
Necessity of Social Control,” in this book.

7 Kaldor,  “Towards a High-Tech Europe?” The author gives some revealing examples in her 
article: “Electrical industries are interesting to look at because this sector has both military and 
commercial markets. You can, for example, compare the share of government-funded R&D 
(predominantly  defence-related,  except  in  West Germany)  in  the electrical  industries as  a 
whole, and competitiveness in office machinery and computers, electronic components, and 
electrical  machinery.  Apart  from office machinery  and computers,  where the  large military 
market  makes  the  U.S.  competitive,  the  inverse  relation  between  defence  R&Dand 
competitiveness is  quite  marked.  Another  interesting example is  chemicals.  The only  high 
technology sector in which the U.K. is very competitive, as defined by the OECD, is drugs and 



disadvantages  underlined  by  a  report  on  information  technology  research  and 

development (issued by the U.S. Congress Office of Technology Assessment)  we 

find: “security classifications which tend to slow advancement in technology; rigid 

technical  specifications  for  military  procurement  which  have  limited  utility  for 

commercial  applications;  and  the  ‘consumption’ of  limited,  valuable  scientific  and 

engineering  resources  for  military  purposes,  which  may  inhibit  commercial 

developments.”8

In other words, direct state intervention in the capitalist reproduction process 

ultimately misfires, constraining the course of civilian economic development (and by 

no means only with its secretive political and administrative rules). Also, it produces 

major  problems  in  tangible  economic  terms  by  generating  absurd  technical 

specifications (e.g., the nuclear-blastproof toilet seat that survives the incineration of  

its  occupier)  and  the  commercially  useless  productive  and  engineering  practices 

corresponding to them. At the same time, moreover, we are also confronted with the 

extreme  technologization  of  science  that  straitjackets  its  productive  potentialities 

even in strictly capitalist consumer-economic terms, in the service of utterly wasteful 

military purposes.

2. THE ASSERTION OF U.S. HEGEMONY.

The negative consequences of such declining competitiveness are unavoidable. 

They are already noticeable in the intensification of the contradictions of international 

trade relations and in the measures adopted by the most powerful capitalist country 

to reassert in an openly aggressive fashion the long unchallenged U.S. dominance 

within the Western alliance. Let us consider some instances of major importance.

medicine.  This  is  one area where  military  R&D—and its  influence—is  negligible.  Concern 
about declining competitiveness in manufacturing has prompted a series of official reports in 
both Britain and the United States. In Britain, two reports—one by the House of Lords Select  
Committee on Science and Technology, the other by Sir Ieuan Maddocks, on behalf of the 
National Economic Development Council—argued that the high level of defence R&D is a 
major reason for the failure of Britain to exploit science and technology effectively enough to 
increase the competitiveness of British manufacturing.” See Kaldor, 11.

8 Quoted in Ibid.



2.1 “Extra-Territoriality”

This issue came to light in parliamentary debates during the summer of 1985.  

Since it negatively affected various sections of British capital, it could be taken up by 

all shades of opinion in the parliamentary spectrum.

Liberal MP Paddy Ashdown claimed that: “U.S. attempts to control the export of 

high technology systems could destroy the U.K. computer industry.” He also claimed 

that the U.S. Export of Goods Control Order would introduce “a series of potentially 

fatal export constraints, imposed at the behest of the Pentagon and without adequate 

consultation with any of the industries affected in the U.K.” Furthermore, Ashdown 

asserted that the United States was turning the law in question to its commercial 

gain, to quash competition from U.K. companies, alleging that 500,000 jobs already 

have been lost in Europe as a result.

In  reply  to  Ashdown’s  representations,  the  Conservative  British  Attorney 

General, Sir Michael Havers, described the U.S. control attempts as an “unwarranted 

encroachment  of  U.K.  jurisdiction  and  contrary  to  international  law.”9 Ironically, 

however, by the beginning of 1987 the British Government had capitulated on the 

issue in a humiliating way, accepting the earlier rhetorically condemned unwarranted 

encroachment on U.K. jurisdiction. It conferred on U.S. trade inspectors the right to 

examine  the  books  of  British  manufacturing  companies  that  use  American  high 

technology  components,  despite  the  protests  of  U.K.  firms,  which  fear  that 

information thus obtained from their company records could damage them.

Plessey’s director of strategic planning, John Saunders, commented that the 

company’s books contained information that could be useful to U.S. competitors. At 

the same time, Liberal MP Michael Meadowcroft protested that U.K. sovereignty was 

breached by the move. “It is a monstrous interference,” he said.10

Naturally, the Labour Party had also joined in the debates. Labour MP Michael  

Meacher claimed that the Government sacrificed U.K. interests “in its total failure to 

protect  British  companies  who  find  themselves  the  prey  of  unfair  American 

9 Computer Weekly, July 18,

10 Ibid., February 19, 1987.



domination and interference.” He also suggested that the issue of sovereignty should 

be a key issue in the 1987 general election.11

 2.2 Industrial Advantage from Military Secrecy

Two issues stand out in this respect. The first,  under the organization of the 

Coordianting Committee on Multilateral Export controls (COCOM)—masterminded by 

Pentagon hawk Richard Perle—is concerned with the imposition of severe export 

restrictions on Western European countries, to the clear advantage of U.S. firms.

The second was highlighted in  connection  with  Reagan’s  Strategic  Defense 

Initiative (SDI). Many British scientists and computer experts protested against the 

whole initiative and the way in which it  was handled by the government.  Richard 

Ennals of Imperial College, the former research director of the Alvey project, was the 

first U.K. scientist to resign over the issue. He commented forcefully: “SDI is sucking 

in  British technology for  U.S.  industrial  exploitation.”12 Thus,  it  came as no great 

surprise  that  his  book—in  which  he  developed  his  criticisms  at  length—was 

suppressed a few days before its publication by his own publishers. (One can quite 

easily  guess the quarters from which the pressure for  suppressing his  book had 

come.)

Moreover, the attitude to SDI was a matter of serious concern even in some 

European governmental circles. It has been reported that:

The European Commission is  warning Common Market  governments 
that European participation in the American Star Wars programme could 
damage the health of pan-European research programmes like Esprit 
and  domestic  projects  like  Alvey.  The  commission  has  sent  a 
confidential letter to the 10 member governments ahead of the Common 
Market summit in Milan later this month, warning that participation in the 
space  defence  initiative  can  be  very  damaging  to  high-technology 
industry.  The  letter  warns  that  European  participation  in  Star  Wars 
research would divert European research efforts. Apart from threatening 
Alvey and Esprit, it would seriously diminish overall European research 

11 See the editorial article in  Computer Weekly, entitled “Blame Reagan, not U.S. Trade.” The 
congenital illusions of the liberal position are well illustrated by the editorial’s title itself. As if  
the actions of the U.S. administration could be separated from, and opposed to, the interests  
of U.S. trade.

12 Ibid., January 16, 1986.



[and]  then  boost  the  constraints  which  are  already  being  unilaterally 
imposed by the United States on European hi-tech trade.13

Irrespective of what might or might not be done eventually about such concerns 

by the particular European governments, it is impossible to ignore the severity of the 

underlying contradictions.

2.3 Direct Trade Pressures Applied by the U.S. Legislative and Executive

Some recent  examples  include the  agricultural  tariffs  war  threatened by  the 

Reagan  Administration—over  which  the  governments  of  the  European  Economic 

Community in the end capitulated—and the European Air Bus project over which they 

have refused to capitulate so far.  Conflict  with Japan also intensifies,  as recently 

underlined by the unanimous vote of the U.S. Senate in favour of strong protectionist 

measures against Japan and duly followed by the application of some punitive tariffs.

But  well  beyond  such  particular  confrontations,  there  is  the  prospect  of 

abandoning altogether the framework of the General Agreement on Tariffs and Trade 

(GATT)  as  the  institutional  regulator  of  tariff  agreements  between  the  U.S.  and 

Europe. We can now witness, in the United States, a growing pressure to switch from 

such  multilateral  regulators  of  commercial  interchange  to  strictly  bilateral  trade 

agreements  through  which  the  incomparably  more  powerful  American  side  could 

dictate  conditions  to  much  smaller  and  weaker  European  competitors,  taken 

separately.  For  bilateral  trade  relations—by  their  very  nature—always  favour  the 

stronger party involved in such contracts, enhancing its relative advantage in more 

ways than one.

Whether or not the growing pressures for undermining or leaving GATT—as 

well as similar moves directed at other mechanisms of regulation—will prevail is, at 

this point, an open question. What is, nevertheless, highly significant is that the need 

for a drastic restructuring of American trade relations with the rest of the world on a 

bilateral basis is being seriously contemplated at all.

13 Ibid., June 13, 1985.



2.4 The Real Debt Problem

There is a great deal of discussion concerning the severe and by now obviously 

unmanageable indebtedness of Latin American countries, as well as the dangerous 

implications of such indebtedness for the world financial system as a whole. While no 

one should wish to deny the importance of this issue, it must be stressed that it is 

quite astonishing how little attention is paid to the need to put it in perspective. For  

the entire Latin American debt, amounting to less than $350 billion at the time of 

writing  this  article  (which  had  been  collectively  accumulated  by  the  countries 

concerned over  a  period of  several  decades)  pales into  total  insignificance if  set 

against  U.S.  indebtedness,  both internal  and external,  which must  be counted in 

trillions of dollars; i.e., in magnitudes that quite simply defy the imagination.

Characteristically, however,  this matter is kept out of  sight most of the time, 

thanks  to  the  conspiracy  of  silence  of  the  interested  parties.  It  is  as  if  such 

astronomical debts could be “written into the chimney breast, so as to let the soot 

take care of them,” to borrow a Hungarian adage (about small debts incurred among 

close friends who can easily cope with such “write-offs”). Yet, to imagine that this 

practice of debt-management,  involving trillions of dollars,  could go on indefinitely 

strains the limits of all credulity.

Admittedly, the partners to such practices—the European countries no less than 

Japan—are locked into a system of heavy dependency on U.S. markets and on the 

concomitant debt-generated “liquidity.” Thus, they are in a very precarious position 

when it comes to devising effective measures for bringing under control the real debt 

problem. Indeed,  they are sucked deeper  and deeper  into  the whirlpool  of  those 

contradictory  determinations  whereby  they  “voluntarily”  increase  their  own 

dependence on the escalating American debt, with all of its dangers, while helping to 

promote and finance it.

From the fact that this vicious circle exists, it does not follow that the global 

capitalist system can escape the perilous implications of trillions of American dollars 

mounting on the wrong side of the balance sheet. In fact, the limits of how long such 

practices can be maintained should not be too difficult to identify.



To  be  sure,  the  Western  capitalist  countries—partly  due  to  the  internal 

contradictions of their own economies and partly because of their heavy dependence 

on American commodity and financial markets—will continue to participate with their 

financial  assets  in  safeguarding  the  relative  stability  of  the  U.S.  economy  and, 

thereby, of the global system. For the adventurist dominance of finance capital is, in 

general, the manifestation of deep-seated economic crises rather than their cause, 

even if, in its turn, it greatly contributes to their subsequent aggravation. Thus, the 

tendency to destroy certain industries and to transfer much of the financial assets 

thereby  generated  to  the  United  States  is  by  no  means  accidental.  (Though,  of 

course,  it  is  utterly  grotesque that  Britain,  for  instance,  which leads the capitalist 

world  in  the  process of  “de-industrialization,”  should  also  be one of  the  principal 

creditor countries today.) Nor should it be surprising that once the assets of a country 

are deployed in this way, the pressure for protecting them against the danger of a 

disastrous  financial  chain-reaction  and  ultimate  collapse—by  transferring  further 

funds, supporting the dollar through the manipulative intervention of central banks, 

and so forth—becomes quite irresistible.

Nevertheless, only fools and blind apologists could deny that the ongoing U.S. 

practice of debt management is built  on very shaky ground. It  will  become totally 

untenable when the rest of the world (including the “Third World” from which massive 

transfers are still  successfully  extracted in  one way or  another  every year)  is  no 

longer in a position to produce the resources that the American economy requires in 

order to maintain itself  in existence as the idealized engine of the capitalist world 

economy.

2.5 Political Antagonism Arising from U.S. Economic Penetration

In  the  midst  of  a  recent  political  scandal,  following  the  exposure  of  secret 

government negotiations with giant U.S. firms, the leader of the British Labour Party 

talked of “a further act of colonization in the British economy.”14 He received the full 

approval of the liberal press. An editorial in The Guardian protested:

14 Parliamentary debates, February 4, 1986.



First  there  was  United  Technologies,  negotiating  to  take  a  stake  in 
Westland  [and  succeeding,  through  governmental  manipulation  and 
suspect  share  dealings,  under  the  cloak  of  secrecy].  Then  General 
Motors with Lotus; then a threat to take the contract for airborne radar 
away from GEC [which, also, later turned into an accomplished fact] and 
lob it into the hands of Boeing. Now, Ford may buy BL, all that remains 
of a British-owned motor industry. One or two of these deals might have 
been excusable. But so many, so close, give the impression that Mrs. 
Thatcher has such little faith in U.K. manufacturers that she wants to 
turn the country into a Third World assembler of multinational products.15

Ironically, it was not the Labour leadership but the same editorial article in The 

Guardian that pointed out the grave implications of such economic takeovers for the 

position  of  labor.  It  reminded  its  readers  of  the  direct  threat  of  increasing 

unemployment as a matter of transnational industrial policy—cynically spelled out by 

the  management  of  one of  the  principal  U.S.  companies—and also  added to  its 

critical concern a warning about the consequences of American penetration into the 

British economy for the balance of payments and for the future of British industry in 

general:

Mr Bob Lutz,  chairman of  Ford of Europe, recently told the Financial 
Times: “If we find we have major assembly facilities regardless of the 
country involved, which for one reason or another—perhaps uneducated 
government action (giving longer holidays, a shorter working week) or 
union intransigence—cannot  be  competitive,  we would  not  shy  away 
from a decision to close them.”

Ford U.K.…. is also a substantial  drain on the balance of  payments, 
amounting to £1.3 billion in 1983 as it (quite properly from its own self-
interest) sourced from the cheaper imports. 

The Government claims not  to have an industrial  strategy.  In fact,  of 
course, it  has one. Privatize everything that moves and sell what you 
can to foreign buyers. You don’t have to be a Little Englander to realize 
that this is an abdication of responsibility which could make the terminal 
decline of industry in this country a self-fulfilling prophecy.16

But, of course, the heaviest irony arises from the peculiar circumstance that all 

of this is happening against the background of massive American indebtedness.

Senator McGovern, at the time of his Presidential campaign, pointed out that 

the United States was running the Vietnam War on credit cards. Since then, U.S. 

15 “Selling off, and shrugging yet again,” The Guardian, February 5, 1986.

16 Ibid.



capital  has  graduated to  pursue much bigger  stakes in  financial  terms.  Its  deep 

penetration not only into the “Third World” but also into the heartlands of “advanced 

capitalism,” through the relentless pursuit of its credit card imperialism, points to a 

major contradiction that cannot be hidden away indefinitely even by the most servile 

of  “friendly governments”  (like Mrs. Thatcher’s  Conservative one),  as the growing 

number of protests coming from the adversely affected capitalist circles testify.

The most important, and potentially most harmful, dimension of this economic 

penetration is that it is being pursued—with the full complicity of the most powerful  

sections of capital in the Western countries concerned—on the basis of an already 

astronomical,  and  inexorably  growing,  U.S.  indebtedness  that  foreshadows  an 

ultimate default of quite unimaginable magnitude. 

But even with regard to the modality of the financial operations involved, it is 

rather  revealing  that  the  major  U.S.  takeovers  of  foreign  companies  are  often 

financed from credit raised internally, in the affected countries themselves, diverting 

much needed resources to financing American credit card imperialism. 

Furthermore, there is frequently also a direct connection with the interests of the 

military-industrial complex and the lucrative military contracts, often constituting the 

hidden motivation behind takeover deals, which happen to be vital to maintaining the 

profitability of the dominant capitalist corporations. 

A characteristic  example  came to  light  in  the  debates  over  the  secret  deal 

between  the  British  Government  and  General  Motors—foiled  as  a  result  of  the 

political  scandal  that  followed  its  revelation—concerning  British  Leyland’s  truck 

division as well as Land Rover. In the parliamentary debate over this affair:

Alan Williams MP, a Labour industry spokesman, said that the defence 
implications of a U.S. takeover of Land Rover had not been considered. 
A  subsidiary  of  Land  Rover  called  Self-Change  Gear  supplied 
components to the British-made battle tank and was in contention for a 
£200 million contract for the American battle tank. Its major competitor 
was General  Motors,  to whom the Government was now considering 
selling it.17

17 As reported in The Guardian, February 5, 1986.



Here, the issue was that had the secret deal been materialized—that is, had it  

been simply presented to Parliament and to the public by the British Government, at 

an opportune moment, as an accomplished fact to which “There is no alternative,”—

General  Motors  not  only  would  have  acquired,  for  absolutely  nothing,  British 

Leyland’s truck division as well as, and more importantly, its Land Rover division but 

at the same time it would have also pocketed a very handsome profit on top of its 

free acquisitions, as a side benefit. 

Such  practices,  however,  can  only  generate  conflicts,  even  in  formerly 

unsuspected  quarters,  and  intensify  the  pressure  for  protectionist  measures.  A 

pressure which not so long ago—at the time of the postwar expansionary phase of 

capitalist development and its concomitant consensus—could be safely ignored in 

view of its limited extent and subterranean character. Ominously, however, under the 

present conjuncture the protectionist pressure tends to erupt into the open in all of 

the important areas of global capitalist economic and interstate relations, aggravating 

thereby the various contradictions of the system on which it has a direct or indirect  

bearing.

3.  WISHFUL  THINKING  ABOUT  THE  DECLINE  OF  THE  U.S.  AS  A 

HEGEMONIC POWER.

It might be tempting to overstate the gravity and immediacy of the present crisis. 

This, however, risks jumping to the kind of conclusion we were offered five years ago 

in a book co-authored by four highly respected left-wing intellectuals who prematurely 

announced “the decline of the United States as a hegemonic power.”18

Such a view directly contradicts Paul Baran’s characterization of the radically 

altered postwar international power relationships in the capitalist world. He described 

“the unabated rivalry among the imperialist countries as well as the growing inability 

of  the old  imperialist  nations to  hold their  own in face of  the American quest  for  

expanded influence and power,”19 insisting that “the assertion of American supremacy 

in  the  ‘free’  world  implies  the  reduction  of  Britain  and  France  (not  to  speak  of 

18 See Samir Amin, Giovanni Arrighi, André Gunder Frank, and Immanuel Wallerstein, Dynamics 
of Global Crisis (London: Macmillan, 1982).

19 Paul Baran, The Political Economy of Growth (Monthly Review Press: New York, 1957), vii.



Belgium,  Holland,  and  Portugal)  to  the  status  of  junior  partners  of  American 

imperialism.”20

Baran’s diagnosis, made more than three decades ago, has stood the test of  

time. In fact, there is as of yet no serious sign of the wishfully anticipated decline of 

the  United  States  as  a  hegemonic  power,  notwithstanding  the  appearance  of 

numerous symptoms of crisis in the global system. For the contradictions that we can 

identify  concern  the  whole  of  the  interlocking  system  of  global  capital  in  which 

American  capital  occupies,  maintains,  and  indeed  continues  to  strengthen  its 

dominant position in every way, paradoxically even through its—on the face of it quite 

vulnerable, yet up to the present time successfully enforced—practice of credit card 

imperialism. 

People who speak of, and attach so much significance to, the alleged decline of 

the U.S. as a hegemonic power seem to forget that such possibilities—i.e., the many 

ways  of  imposing  astronomical  U.S.  indebtedness  on  the  rest  of  the  world  and 

disregarding  its  unavoidable  negative  implications  for  the  other  capitalistically 

advanced  societies—are  available  only  to  one  single  country,  in  virtue  of  its 

practically  undisputed  (and,  short  of  a  major  socio-economic  earthquake, 

undisputable) hegemonic power within the capitalist world. 

One set of rules of good housekeeping is reserved for one single member of the 

club of advanced capitalism, and a very different set is imposed on all the others, 

including Japan and West Germany. What is that if not evidence for the continued 

hegemonic supremacy of the United States? Besides, even on the terrain of ideology, 

we  can  observe  in  the  postwar  period,  and  particularly  in  the  last  decade,  a 

remarkable  strengthening  of  American  hegemony,  rather  than  its  weakening,  as 

postulated by the end of U.S. hegemony thesis. This ideological domination is—to a 

far  from negligible  extent—materially  sustained  by  the  credit-card-financed  “brain 

drain” in which European “jetset-socialist intellectuals” participate on a permanent or  

part-time basis (no less than their natural science research colleagues in the domain 

of technology). And the fact that, as a feedback from such participation, they actively 

20 Ibid. Baran quotes on the same page also another passage from the bitterly realist words of 
the London Economist (November 17, 1957): “We must learn that we are not the Americans’ 
equals  now, and cannot be.  We have a right  to state our minimum national  interests  and 
expect the Americans to respect them. But this done, we must look for their lead. 



help to diffuse on this side of the Atlantic, not only in academic circles but also among 

the  leadership  of  Western  working-class  parties  and  trade  unions,  the  dominant 

American  liberal  discourse  on  so-called  feasible  socialism,  only  underlines  the 

sobering  truth  that  economic  supremacy  can produce most  unexpected  forms of 

ideological mystification.

4. THE OFFICIAL VIEW OF HEALTHY EXPANSION.

All  the  same,  it  hardly  can  be  denied  that  something  significantly  new  is 

happening to the system as a whole. Its nature cannot be explained, as is often 

attempted, simply in terms of a traditional cyclic crisis, since both the scope and the 

duration of the crisis, which we have been subjected to in the last two decades, has 

well overreached the historically known limits of cyclic crises. Nor is it really plausible 

to ascribe the identifiable crisis symptoms to the so-called long wave: an idea which, 

as  a  somewhat  mysterious  explanatory  hypothesis,  has  been  naïvely  or 

apologetically injected into more recent debates. 

As the crisis symptoms multiply and their severity is aggravated, it looks much 

more likely  that  the system as a whole is  approaching certain structural  limits  of 

capital, even though it would be far too optimistic to suggest that the capitalist mode 

of  production  has already reached the  point  of  no  return  leading to  its  collapse. 

Nevertheless, we must face up to the prospect of very serious complications when 

the U.S. debt default reverberates over the global economy with all its might in the 

not too distant future. After all, we should not forget that the U.S. Government has 

defaulted  already—under  Richard  Nixon’s  Presidency—on  its  solemn  pledge 

concerning the gold convertibility  of the dollar,  without the slightest regard for the 

interests of those directly affected by its decision, and indeed without any concern 

whatsoever for the severe implications of its unilateral  action for the future of the 

international monetary system. 

Recently, we came a considerable step nearer to the U.S. debt default with the 

record April–June 1987 trade deficit,  amounting to $39.53 billion, of which $15.71 

billion represented the month of June alone: yet another all-time record. For even the 

April–June figure (constituting an annual sum of nearly $160 billion) well exceeds the 



total  accumulated debt  of  Argentina and Brazil  put  together;  not  to  speak of  the 

annual $188.52 billion trade deficit which we are heading for on the basis of the June 

1987 figure. At the same time, as if he wanted to underline the total unreality of the  

adopted remedial measures:

Mr Robert  Heller,  Federal  Reserve Governor,  said  yesterday that  the 
U.S. economy was becoming more balanced, noting that “what we are 
seeing is a healthy continuation of the current economic expansion.”21

If  $188.52  billion  annual  balance  of  trade deficit,  coupled with  astronomical 

budgetary  deficits,  can  be  considered  the  healthy  continuation  of  economic 

expansion, one shudders to think what the unhealthy condition of the economy will  

look like when we reach it. 

5.  POSTSCRIPT  1995:  THE  MEANING  OF  “BLACK  MONDAYS”  (AND 

WEDNESDAYS)

A few weeks after the completion of this article—to be precise:  on Monday, 

October 19, 1987—we witnessed the spectacle of a big tumble on the world’s stock 

exchanges. This must have been still part of the healthy continuation of economic 

expansion, since it happened so soon after the reassuring statement made by the 

U.S. Federal Reserve Governor. The aftermath of this event was also very interesting 

and, to the world of big business, no doubt also reassuring. For the governments of 

the  capitalistically  advanced  countries  instituted  some  binding  regulations  and 

corresponding computer mechanisms, with a view to calling a temporary halt to all 

stock market activity in the event of “excessive speculative transactions,” in order to 

prevent a repetition of “Black Monday,” as October 19, 1987 came to be known. 

Strangely, however, all this had very little effect on the events leading to “Black 

Wednesday” in 1992, and the (purported) “forced abandonment”  of  the European 

Exchange Rate Mechanism by the British Government.  For  the Bank of  England 

always had the resources to eat speculative Fund Managers, like George Soros, for 

breakfast by the dozen; on this occasion, however, it was decided, instead, to reward 

his enterprise with $1 billion in exchange for the convenient excuse that Britain was 

21 “U.S. trade deficit hits quarterly record,” Financial Times, August 27,1987.



“forced out” of the European system of monetary regulation and, therefore, could not 

help breaking its treaty obligations. Naturally, the result of this move was an almost  

30 percent devaluation of the pound sterling and with it the acquisition of a significant 

competitive advantage against the country’s European partners—precisely what the 

Exchange Rate Mechanism was designed to prevent—and an “export-led recovery,” 

which has been hailed ever since by the British government. The greatly devalued 

currency’s competitive advantage helps a great deal—even if by no means forever—

in the field of exports, although it refuses to deliver the frequently announced “full  

recovery” and “healthy expansion” for the economy as a whole. 

Three years before Black Monday, the sorrowful  but,  for  the financial  world, 

happy-ending tale of Black Sunday had hit the headlines. At that time:

The  Bank  of  England  was  called  into  action  to  save  an  important 
institution  when  Johnson  Matthey  Bankers  (JMB),  the  bullion  trader, 
collapsed and had to be rescued by a Bank-organized lifeboat.  That 
crisis broke on a Sunday and after holding a council of war with City 
elders, the Bank took JMB into public ownership.22

The  disastrous  collapse  of  Barings  Securities—one  of  the  oldest  banking 

institutions in Britain, founded in 1772, and once described as the sixth great power 

of Europe, after Britain, France, Austria, Russia, and Prussia— unfolded in February 

1995 on a Black Saturday, followed by another Black Sunday:

The crisis stunned senior City figures. Sir Michael Richardson, one of 
the Square Mile’s [the London City’s] most respected bankers, said last 
night: “This is the most devastating news, and one of the most serious 
things I have heard in ages.”23

Barings, alas, could not be rescued. The customary way of dealing with large-

scale failures—by taking the enterprises concerned into “public ownership” (so much 

despised  by  the  champions  of  “privatization”  and  market-idolatry)  and,  thereby, 

“nationalizing”  private  capitalist  bankruptcy—  cannot  always  do  the  trick,  in  the 

absence of a bottomless public purse. There was more than a touch of irony in the 

22 Andrew Lorenz and Frank Kane, “Barings seeks rescue buyer,” The Sunday Times, February 
26, 1995.

23 Ibid.



collapse  of  Barings,  in  that  before  its  fate  was  sealed  on  the  Singapore  stock 

exchange “it had been weakened by heavy losses on its South American business, 

following the collapse of the Mexican peso.”24 Thus, what was supposed to be one of 

the great historical advances of present-day capitalism—modernizing globalization—

had gone sour not only in Mexico, with the most painful consequences for its people. 

It contributed, at the same time, also to the ignominious liquidation of one of the most 

venerable and bluest of blue City institutions. 

Black Tuesday by contrast, happened in the most unexpected place, even if it  

was fully in  tune with the logic  of  capital.  After only a few years of  enjoying the 

blessings  of  “marketization”  and  monetary  “convertibility,”  the  Russian  economy 

suffered a major shock—on Tuesday, October 11, 1994— through a catastrophic fall 

of the (already absurdly undervalued) ruble against the dollar. Thus, we are not only 

witnessing the same kind of crises erupt,  with discomforting frequency, even in the 

once financially sheltered corners of the world, but also seem to be running out of 

days of the week to be blackened, as befits the system. 

The day after Black Monday,  a  group of high-powered bankers and leading 

economists discussed the crisis on BBC television. One of them argued that the root 

cause of the disaster was the American debt and the failure to do something about it. 

Yet, the most cynical of the City bankers hit the nail on the head when he rebutted 

that the one thing much more disastrous than not doing anything about the American 

debt would be to attempt to do something about it. 

It is only right and proper that an economic system riddled with contradictions 

should  find  its  guiding  principles  in  the  topsy-turvy  world  of  apologetic  economic 

wisdom. In a world of utmost financial insecurity, nothing better suits the practice of  

gambling  with  astronomical  and  criminally  unsecured  sums  on  the  world’s  stock 

exchanges—foreshadowing an earthquake of magnitude nine or ten on the financial 

“Richter scale”—than to call the enterprises that engage in such gambling “securities 

management”; a fact highlighted by the demise of “Barings Securities.” In the same 

vein, one of the recent discoveries of “economic science” is called the “confidence 

coefficient,” which is supposed to measure and depict on a “scientific graph”—on the 

basis  of  the  most  fanciful  hearsay  and  wishful  thinking—the  health  and  future 

24 Ibid.



prospects  of  the  capitalist  economy.  An  even  more  recent  rejoinder  of  equal 

explanatory value is the much talked about “feel-good factor,” which is supposed to 

demonstrate that everything is all right with the economy, when to every sane person 

matters are visibly and painfully wrong. Some high-flown and respectably sounding 

economic categories fully match the apologetic intent. 

Thus,  the  notions  of  “negative  growth,”  meaning  recession,  and  “sustained 

negative  growth,”  equivalent  to  depression,  mystify  us.  In  accord  with  these 

concepts, even in dire trouble, there can be nothing to worry about. In the meantime, 

the  Japanese  Nikkei  average,  which  fell  from its  peak  of  40,000  to  around  the 

perilous 14,000 level at present—not in a single Black Day, but over five years of 

“sustained negative growth”—is very near to precipitating a global financial crisis. For 

below 14,000 “many of the shares held by Japan’s banks and insurers will be worth 

less than the institutions paid for them.”25 And that is where yet another “economic 

category” is supposed to help.  It  is  called “negative equity,”  which translates into 

human language as being in the immediate vicinity of bankruptcy. 

Many millions  of  mortgage holders  all  over  the  world  share  the  privilege of 

“negative equity” with Japan’s banks and other economic institutions; but  they are 

most unlikely to derive any reassurance from such an exalted financial status. For 

already hundreds of thousands of them have lost their homes, and many more are 

being  repossessed—for  which  there  seems  to  be  no  soothing  category  in 

contemporary “economic science”—and they refuse to  “feel  good”  about  it.  As to 

Japan itself, the astronomical amount of “negative equity” possessed by its financial 

institutions  has  potentially  disastrous  economic  consequences  on  account  of  the 

necessity to withdraw huge external capital funds, primarily from the Unites States. 

The repercussions of such a move would affect  the whole of the global  financial 

market. 

The American hegemony discussed here was clamorously underlined also with 

the implosion of the Soviet system, and, even if  far from uncontested, remains a 

major determining factor for world economic development in the foreseeable future. 

25 “Where a slump might start,” The Economist, June 17, 1995.



When exactly and in what form—of which there can be several, more or less 

directly  brutal,  varieties—the  United  States  will  default  on  its  astronomical  debt, 

cannot be seen at this point in time. There can be only two certainties in this regard.  

The first is that the inevitability of the American default will deeply affect everyone on 

this planet. And the second, that the preponderant hegemonic power position of the 

United States will continue to be asserted in every way, so as to make the rest of the 

world pay for the American debt for as long as it is capable of doing so. 

Two  brief  passages  should  illustrate  the  continued  assertion  of  American 

hegemony. The first concerns the Newly Industrialized Countries (NICs):

Not facing a debt crisis, the NICs have been able to avoid Structural 
Adjustment  Programs  [ruthlessly  imposed  on  indebted  “developing 
countries” by the United States]. They have not, however, been able to 
avoid  the  pressure  of  rollback.  Dark  Victory26 shows  how  the  U.S. 
government has repeatedly used the threat of trade war to force NIC 
states to reduce their economic activity and open up their economies to 
U.S. imports and investment. The new GATT agreement is an important 
part of the U.S. offensive. Although promoted as a generalized free trade 
agreement, it is primarily designed to restrict state direction of economic 
activity.27

The  second  quotation  reminds  us  of  the  constant  pressure  applied  by  the 

United States, even on one of the economic giants of advanced capitalism, Germany, 

much  the  same  way  as  on  Japan.  As  we  learn  from an  editorial  article  in  The 

Financial Times:

Calls  from  Washington  for  smaller  fiscal  deficits  must  be  intensely 
irritating to the Germans. U.S. policymakers have, after all, called for a 
fiscal boost by Germany almost every year since the G7 was formed. 
More  irritating  still,  the U.S.  has  itself  followed the most  consistently 
profligate fiscal policy of the three major economies. If  global interest 
rates are to fall—as, indeed, they must—the U.S. must put its own fiscal 
house in order.28

26 Walden Bello, Shea Cunningham, and Bill Rau,  Dark Victory: The United States, Structural  
Adjustment, and Global Poverty (Oakland: Institute for Food and Development Policy, 1994).

27 Martin  Hart-Landsberg,  “Dark  Victory:  Capitalism Unchecked,”  Monthly  Review 46,  no.  10 
(March 1995), 55.

28 “The G7 at an impasse,” Financial Times, April 28, 1992.



However, there is a limit to everything, even to U.S. profligacy. The limit in this 

respect is that the average gross public debt of the OECD economies has grown in 

just two decades—between 1974 and 1994—from 35 percent to 71 percent. Given 

the  same  trend  of  development,  it  will  not  take  many  decades  before  it  will  be 

unavoidable  to  actually  “do  something”  about  these  intractable  problems, 

disregarding the views of City bankers and other vested interests.
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