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 THE JOURNAL OF

 POLTIC oAL ECONOMY

 olume 39 DECEMBER 1931 Number 6

 MARXIAN, LIBERAL, AND SOCIOLOGICAL

 THEORIES OF IMPERIALISM

 I. THE THREE GENERAL POINTS OF VIEW

 T IS the purpose of this paper to present and discuss what

 may be called the "Marxian," "liberal," and "sociological"
 theories of imperialism, and to indicate briefly how the for-

 mula of "economic imperialism" has been typically used by his-

 torians. The literature on the theory of imperialism is very ex-
 tensive, particularly in Germany, where both socialist and non-

 socialist writers have long been preoccupied with the question.

 The greater part of this material, however, is either highly dialec-

 tical or polemical in nature and of doubtful scientific value; but,
 because of its influence in popularizing a new apparatus of ideas

 and in giving new content and meaning to an already overcharged
 Schlagwort, it cannot be ignored. In Great Britain the word "im-
 perialism" generally connotes something peculiar to the British
 Empire, in contrast to the universal meaning commonly attached

 to it by German writers. Among American writers the concept is

 employed in so many different ways and has come to be the key-
 note for so many studies in international relations that the results

 are almost as general and confusing as they are in Germany.
 There can be no doubt that the concept of imperialism has

 changed greatly in recent times. Originally associated with the

 Imperium Romanum, imperialism carried with it a connotation

 of absoluteness which would be difficult to duplicate in modem
 7I3
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 74 E. M. WINSLOW

 times; and as such it was simpler, more direct, and more powerful
 than it is today.' Some idea of the nature of the change which has

 taken place, onverting imperialism into a term to conjure with,
 may be gained by comparing the definitions given in standard

 dictionaries, where the original and simpler sense has been largely
 retained, with the variety of complex and contradictory meanings
 brought out in Parts II, III, and IV of this paper. Where once

 it was regarded as personal or political, characteristically carried

 on by military force, imperialism is now considered to be funda-

 mentally economic both in origin and purpose, its political and

 military manifestations being looked upon as incidental. More
 and more the statement can be found that economics is but an-

 other name for politics, there being no line of demarcation be-
 tween the two, and that the writing of history became scientific

 only when formulas were discovered which could be used to inter-
 pret historical events in terms of the economic environment.

 Granting that a new and more scientific approach to history was

 I See T. R. Glover, Democracy in the Ancient World (Cambridge, England, I927),
 pp. I54, i69, I70, 2I2.

 2 See for example Webster's New International Dictionary and the Oxford English
 Dictionary (i9oi). The latter defines imperialism as "the rule of an emperor, espe-
 cially when despotic or arbitrary," as France under Napoleon III; and as the im-
 perialism of the British Empire, which is the policy "(i) of seeking, or at least not
 refusing, an extension of the British Empire in the directions where trading interests
 and investments require the protection of the flag; and (2) of so uniting the different
 parts of the Empire having separate governments, as to secure that for certain pur-
 poses, such as warlike defence, internal commerce, copyright, and postal communi-
 cation, they shall be practically a single state." Webster similarly speaks of im-
 perialism as the "power or government of an emperor; imperial authority or sys-
 tem"; and as the "policy, practice, or advocacy of seeking, or acquiescing in, the
 extension of the control, dominion, or empire of a nation," and gives as examples
 "the acquirement of new territory or dependencies, especially when lying outside
 the nation's natural boundaries, or by the extension of its rule over other races of
 mankind, as where commerce demands the protection of the flag." Webster also re-
 fers to imperialism as "the closer union of more or less independent parts for opera-
 tions of war, copyright, internal commerce, etc., as in the case of the closer union of
 parts of the British Empire advocated by some."

 Othmar Spann, in an article on "Imperialismus" in Handworterbuch der Staats-
 wissenschaften (V, [I923], 383-85), gives a history of the word from Roman times to
 modern times when it came into common use in connection with Napoleonic despot-
 ism, but received a different meaning in England in the "greater Britain" move-
 ment, and still another meaning under the influence of the Marxian economic inter-
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 THEORIES OF IMPERIALISM 7I5

 needed in which economic factors should receive more attention

 and personal and military exploits less, it is now quite evident

 that the economic interpretation has been overworked, or at least

 very crudely employed. Historians, more than others perhaps,

 have been inclined to accept it altogether too uncritically; and in

 their zeal to make history scientific they have merely made it con-

 form to questionable hypotheses.

 The outstanding general theory of imperialism, both from the

 point of view of precedence and of influence, is the Marxian.

 It is based on the assumption that all political phenomena ema-

 nate from economic and material causes; it holds, in brief, that im-

 perialism is the inevitable product of the capitalistic form of pro-

 duction and exchange and can only disappear, with all its attend-

 ant evils, with the advent of universal socialism.

 Closely akin to the Marxian is the theory of imperialism arising

 from those liberal and professedly non-socialistic sources which

 hold, nevertheless, that imperialism is an "economic" phenom-

 enon and traceable to the maladjustments of capitalism, if not to
 capitalism as such. From this point of view, "economic" imperial-

 ism is regarded as the leading form of a large genus. Military,

 personal, religious, and political forms of aggrandizement are

 looked upon as merely secondary or contributing factors. The

 more inclusive Marxian theory, by contrast, regards it as tauto-

 pretation. A number of definitions, more or less in line with the historical stages

 through which the concept has passed, are given.

 The writer who has done most to trace the history and use of the concept of

 imperialism is J. Hashagen. See his articles: "Marxismus und Imperialismus,"

 Jahrbiickerftir Nationaldkonomie und Statistik, Vol. CXIII (i919); and "Zur Deu-
 tung des Imperialismus," Weltwirtschaftliches Archiv, Vol. XXVI (I927). His ac-
 companying bibliographies are particularly helpful as regards German writings on

 imperialism.

 German socialists, more than anyone else, have exploited the term "imperialism,"
 which they frankly took from the English. As Karl Kautsky remarks, England alone

 was not responsible for the new policy of expansion toward the end of the nineteenth

 century, but she supplied the term "imperialism," which best describes the process

 (Neue Zeit, XXXIII, No. 2 [19I5], I IO) .
 In general, Continental and American writers use the terms "imperialism" and

 "imperialistic" more widely and loosely than is the case in Great Britain, where such

 expressions give way to "imperial preference," "imperial federation," etc., in the

 purely local sense noted above.
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 7i6 E. M. WINSLOW

 logical to speak of "economic" imperialism because the capitalist

 mode of production itself accounts for what happens in the so-

 called economic, political, and religious world. Nevertheless, both

 theories spring from a deep-seated dislike of capitalism or its

 workings, or both, and from the belief that there can be no peace

 for the world until the capitalistic system is either entirely re-
 placed by a more highly socialized arrangement or radically re-

 formed.

 The third theory of imperialism with which we are here con-

 cerned represents a radical departure from the economic inter-

 pretations just alluded to; for, instead of interpreting imperialism

 in terms of the current (capitalistic) form of economic organiza-

 tion, it maintains the view that imperialism is an atavism, a pre-

 capitalist phenomenon, projecting itself into an industrial society

 whose very nature, texture, and international ramifications tend

 to work against the military and political exclusiveness associated

 with competitive empire-building. From this point of view im-
 perialism is the end, and the economic system (whether it be
 handicraft or capitalistic or socialistic) is the means. From this
 broad sociological view there is no concatenation of cause and

 effect between economic and political forces but merely a sort of

 functional relationship between coexisting principles. It is, never-
 theless, a relationship which is highly variable, representing a
 temporary compromise, with the older forces tending to disappear
 in the face of the newer.

 II. THE MARXIAN THEORIES OF IMPERIALISM

 There is no single Marxian theory of imperialism except as re-

 gards the fundamental belief that imperialism springs in modem
 times entirely from capitalism.3 When the various interpreters of
 Marx leave this common ground and launch into the details of

 3 I have used the term "Marxian" rather than "socialist," or have used the two
 terms interchangeably, because it is the Marxian element rather than the social ele-
 ment which properly characterizes what is loosely and vaguely called "socialism."

 Without this element, with its greater or less emphasis upon the economic interpreta-
 tion, the dialectic, the labor-cost theory of value, and the concentration of capital,
 no critique of capitalism can properly be called socialistic. This practically excludes

 what passes as "socialism" in England and America, but embraces what is known as

 ''communism" in those countries.
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 THEORIES OF IMPERIALISM 7I7

 their analyses and criticisms, they differ widely. Only the fact

 that their differences are, after all, chiefly differences of emphasis
 makes it possible to group them under a common category. The

 lack of outward unity among neo-Marxian writers on imperialism

 may be very largely explained by the fact that Marx himself never

 explicitly stated a theory of imperialism.4 His nearest approach

 to such a theory is to be found in what he had to say about
 colonialism, but it is evident at once that in Marx's mind colonial-
 ism belonged to those dark days of pre-capitalist accumulation

 which helped give rise to modern capitalism.5 He regarded the

 days of colonization as definitely over; or at least he regarded
 colonial enterprises as anachronisms, soon doomed to give way,
 along with all capitalist and pre-capitalist elements, to socialism.6

 4In only one place have I found the word Imperialismus in Marx, and in only
 one instance have I seen it intimated that the word, as Marx used it, entitled him to

 the honor of having explicitly originated the socialist theory of imperialism. Speak-
 ing of the empire of Napoleon III, Marx wrote: "Imperialism is, at the same time,

 the most prostitute and the ultimate form of the state power which nascent middle-
 class society has commenced to elaborate as a means of its own emancipation from
 feudalism, and which full-grown bourgeois society had already finally transformed
 into a means for the enslavement of labor by capital" (The Paris Commune [includ-
 ing The Civil War in France, from which the excerpt is taken], p. 73). Marx used
 Imperialismus in the original, Der Biirgerkrieg in Frankreich (i876), pp. 25-26.

 Leon Trotsky remarks that "this definition has a wider significance than for the
 French Empire alone, and includes the latest form of imperialism, born of the world-
 conflict between the national capitalisms of the great powers" (The Defence of Terror-
 ism, a Reply to Karl Kautsky [I921], p. 33).

 5 Capital (Moore's and Aveling's translation; Chicago, I909), I, 825.

 6 At the close of the first volume of Capital, Marx has a chapter on "The Modern
 Theory of Colonization." He defined "real colonies" as "virgin soils colonized by
 free immigrants," and referred to the United States as still, "speaking economical-
 ly," only a colony of Europe. Much significance is attached to the phrase "speaking
 economically" by some of Marx's followers, because they believe it places the em-
 phasis, in modern imperial matters as well as in the older colonialism, where Marx
 consciously believed it to belong. That is to say, the significant thing is the eco-
 nomic and not the political relationship, for it confirms the belief that imperialism is
 an economic stage and not merely a political policy. See Max Schippel, "O dieser

 Imperialismus," Sozialistische Monatshefte, DPI5, No. 2, p. 585, and below, pp.
 725, 729-

 Marx's own purpose, however, in writing the chapter on "Modern Theories of
 Colonization," was to point at once to capitalist avarice and the futility of any at-
 tempt of capitalism to save itself by forced colonial schemes. He referred particularly
 to an attempt to "effect the manufacture of wage-workers in the Colonies," which
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 7i8 E. M. WINSLOW

 Again, some of Marx's followers, as will be pointed out more

 fully later, identify modern imperialism with Marx's "monopoly

 stage" of capitalism; but here also it must be noted that the

 monopoly stage of capitalism, according to Marx, came long after

 the colonial era and not with it. Furthermore, Marx regarded

 capitalism as already in this final or monopoly stage at the time he

 wrote; and he was fully convinced that the revolution which was

 to usher in universal socialism was at hand. For this reason he

 had relatively little to say about the monopoly stage of capital-

 ism. Having reached its final stage, in which contradictions had

 ceased to operate, capitalism was incapable of further developing

 any sort of policy, either of free trade or protectionism, colonial-

 ism or imperialism. It could only await the revolution, for, having

 woven its own winding-sheet, it could have no hope for a new

 lease on life. To identify modern imperialism with Marx's monop-

 oly stage, therefore, requires severe amendments to the time
 element in Marx's prophecy regarding the advent of socialism,

 and can only mean that Marx's followers, not Marx himself, find

 the material for a theory of imperialism in this part of the master's

 doctrine. We must turn, therefore, to the neo-Marxians for Marx-

 ian theories of imperialism. Each disciple naturally regards his

 own contribution as faithful to the way Marx himself would have

 regarded the situation, could he have anticipated the revival of

 colonialism and imperialism.

 The question of who is entitled to the credit of first formulating
 a socialist theory of imperialism has given rise to much contro-

 versy in socialist circles. Various claims have been made to the

 he found in the scheme of "systematic colonization" proposed by E. G. Wakefield
 and partially attempted by acts of Parliament. The scheme proposed, in brief, was

 that the government should place an artificially high price on land in the colonies in

 order to discourage laborers there from becoming independent and thus insure
 against a continuous labor shortage in the colonies. Furthermore, the proceeds from

 the sale of such lands were to be used to defray the expenses of exporting surplus
 laborers from England to her colonies. The fact that such a proposition could arise

 proved to Marx, not only that colonialism is based on exploitation, but that capital-

 ism is fast approaching its end when recourse must be had to such methods. "True

 colonialism," the essence of which is that the bulk of the soil is still public property,
 was fast disappearing by being made "capitalistic."

 It is interesting to note J. S. Mill's defense of Wakefield's scheme, in his Princi-
 ples of Political Economy, Book V, chap. xi, par. I2, I4.
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 THEORIES OF IMPERIALISM 7I9

 honor of having first advanced new suggestions and ideas, but no

 one can claim to have worked out a complete theory alone. Karl

 Kautsky, on whom fell the task of carrying on where Marx and

 Engels left off, could look back in I915 and argue that it was he

 who first gave a socialist explanation of the new colonial policy as

 opposed to the old.7 It is true that in i898, when the entire world

 was being stirred by "imperialistic" wars, Kautsky undertook

 to explain the situation in terms of the evolution of capitalism-

 by no means a new type of explanation, for it was common to

 Marx and all his followers. Nevertheless, the attempt may be

 regarded as a typical product of the revived interest among So-

 cialists in "capitalist" colonial policies arising from the inter-

 national difficulties of the period.8

 7 The claim was made in Neue Zeit (of which Kautsky was editor from i883 to
 I9I7), XXXIII, No. 2, i o; and the articles to which Kautsky referred appeared in
 the same journal (Vol. XVI, No. i [i897-98]), under the title "Aeltere und neuere
 Kolonialpolitik." Furthermore, between i88o and i888 Kautsky had contributed
 several articles on colonial questions to Neue Zeit, which he also referred to later
 (Sozialismus und Kolonialpolitik [1907]), in order to remind fellow-socialists, follow-
 ing the Stuttgart Congress of the International at which he and a few followers had
 narrowly averted the adoption of a socialist colonial "program" favored by Bern-
 stein, Vandervelde, and others, that the discussion of the colonial question was not
 as new as certain colonial enthusiasts seemed to think but had been discussed and,
 the implication was, settled by him much earlier. (For a history of the controversies
 over imperialism which stirred this and other socialist congresses before the World
 War, see Viiie Congris Socialiste Internationale, Stuttgart, 1907, compte rendu
 analytique [Bruxelles, i908], pp. 2i6-i9, 285-323; and Brynjolf J. Hovde, "Socialistic
 Theories of Imperialism prior to the Great War," Journal of Political Economy, Vol.
 XXXVI [1928]).

 8 Not too much stress should be laid upon Kautsky's importance in the history
 of the socialist theory of imperialism. Although he contributed something, his im-
 portance has been magnified because he always managed to enter into every con-
 troversy which took place on imperialism in Neue Zeit; and because his enemies, the
 communists, have delighted in making him the scapegoat for all non-communist
 views on imperialism. See especially N. Lenin, Imperialism, The Last Stage of
 Capitalism (New York, I927), and Michel Pavlovitch, The Foundations of Imperial-
 ist Policy (London, 1922).

 At the close of the nineteenth and the beginning of the twentieth century Neue
 Zeit and other socialist organs contained many discussions of the new imperialism,
 with all of which Kautsky was conversant. He was also a close student of English
 history and was much influenced by the ideas of English historians. His wife re-
 marks that he was particularly influenced by Buckle (Luise Kautsky [editor], Rosa
 Luxemburg, Letters to Karl and Luise Kautsky from I896 to 19i8 [New York, 1925],
 p. 233).
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 720 E. M. WINSLOW

 Following the period of the "old colonial policy," which ended

 with the American war for independence and the industrial revo-

 lution, according to the explanation, there was ushered in the

 "new colonial policy" of Manchesterism or free trade. This was a

 peaceful policy which favored philanthropy rather than exploita-

 tion of native races in colonial areas, where formerly the pre-

 capitalist colonial policy had been extremely warlike and brutal.

 This change was regarded as having taken place because indus-

 trial capitalism, which early began to produce a surplus of con-

 sumption goods, desired to build up foreign markets, and to this

 end was induced to civilize and educate its prospective customers

 rather than to exploit and exterminate them.

 But how was the still more recent colonial policy, which marked

 a reversion to the old colonial system, to be explained, in view of

 the fact that industrial capital still predominated? Had some in-

 sidious change suddenly overtaken capitalism? As Kautsky saw

 it in i898, and even more clearly later, the change was to be ex-
 plained by the fact that under the period of free trade, prolonged

 peace, and unmolested capitalistic expansion, contradictions were

 engendered, in accordance with the principles of the Marxian
 dialectic, which put capitalist powers at variance with each other
 and at strife with the backward regions which they had helped
 build up. Whereas formerly capitalist products were exported,
 now capitalist production itself was being sent abroad in the

 form of the export of capital, or production goods, which greatly
 encouraged tying contracts between the lending and borrowing

 countries, and other forms of imperialistic ties.9 Thus began the
 scramble by capitalist powers for colonial possessions, each nation
 hoping to build up a self-contained imperial system, which en-

 couraged the erection of protective tariffs around the system,

 9 Kautsky's later views, in which he emphasizes the export of surplus production

 goods and the competition and war which follow, are found in his The Class Struggle
 (8th ed., 1907; translated by William E. Bohn, Chicago, 1910), pp. 43-44; and
 similarly, in The Road to Power (translated by A. M. Simon; Chicago, i910), pp.
 II2-14. Pavlovitch (op. cit., p. 73) discusses Kautsky's change of emphasis from
 industrial to financial capitalism, and ascribes it to the influence of Hilferding (see
 below, p. 726).

 A favorite way of dramatizing this sort of thing is to contrast the era of Man-
 chester and the era of Birmingham-the first epitomizing liberalism, free trade) tex-
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 THEORIES OF IMPERIALISM 72I

 military and civil domination of backward regions, and the build-

 ing of fleets to protect imperial trade.

 If the new imperialism was characterized by the export of

 capital, it was only logical for someone to point out that indus-

 trial capital was being superseded in power by financial capital.

 Kautsky, however, never formally gave up talking in terms of

 the old industrial capitalism, although he did think it necessary

 to refer to it as "highly developed," in a definition of imperialism

 which he gave in I9I5, when he said: "Imperialism is the product

 of a highly developed industrial capitalism. It consists in the

 tendency of every industrial capitalist nation to subject and annex

 ever larger agragrian regions, without regard to what nations in-

 habit them-Io

 The chief cause of the qualification regarding "highly devel-

 oped" industrial capitalism was the already well-known theory,

 to be considered presently, that imperialism is the policy not of

 industrial but of financial capitalism. But Kautsky not only de-

 clared, under the force of criticism from those who were swinging

 to the new view, that "highly developed" industrial capitalism

 means financial capitalism;" he even pointed out that according

 tiles, and the export of consumption goods; the second representing the age of im-

 perialism, protection, iron and steel, and the export of producers' goods. Cobden

 and Bright were apostles of the first era; Joseph Chamberlain and Cecil Rhodes, of

 the second. See, for example, Maurice Dobb, Capitalist Enterprise and Social

 Progress (I925), pp. 344-47; and Louis Boudin, Socialism and War (i9i6).

 IO "Der Imperialismus," Neue Zeit, XXXII, No. 2 (1914), 909 (italics Kautsky's).

 Quoted by Lenin, op. cit., p. 74. The same definition appeared a year later in a

 brochure by Kautsky, Nationalstaat, Imperialistischer Staat und Staatenbund (i915),

 p. '5.
 In his famous Erfurter Program published in i892 (translated by William E.

 Bohn, i9io, as The Class Struggle), Kautsky stated the orthodox doctrine of indus-

 trial capital as follows: "There are three sorts of capital: merchants' capital, inter-

 est bearing capital, and industrial capital. The last of these is the youngest; perhaps

 it is not as many hundred years old as the other two are thousands. But the young-

 est of these brothers has grown faster, much faster, than either of his seniors; he has

 become a giant who has enslaved and forced them into his servitude" (translation,

 pp. 43-44). In his definition of imperialism, therefore, this all-conquering industrial

 capital plays the leading part. But in the rival socialist theory of imperialism, which

 we shall discuss presently, "interest bearing capital" has again assumed the domi-

 nant r6le which it had once exercised over industrial capital.

 I, Neue Zeit, XXXIII, No. 2, III.
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 722 E. M. WINSLOW

 to the new theory bank capital is in reality transformed into in-

 dustrial capital.12 Thus, by a resort to dialectics, Kautsky satis-

 fied himself that his own views were not only older than, but

 equally as sound as, the new; but in so doing, he simply demon-

 strated that the attempt to distinguish between industrial and

 financial capital resolves itself into a mere matter of words.

 A more important question than the one just noted, as far as

 the theory of imperialism is concerned, revolves about the con-

 cept of the regions which are in the process of being subjected to

 capitalist powers. Is the phrase "agrarian regions" to be under-

 stood as referring to the exploitation of backward regions in an

 agricultural sense only, or does it mean an exploitation as broad

 as capitalist activity itself? In short, is imperialism merely an

 extensive process, or both extensive and intensive? On these

 questions Kautsky wavered, as he had on the meaning of indus-

 trial capitalism, and again resorted to dialectics to square himself

 with his critics. His definition plainly implies that by "agrarian"
 he meant undeveloped regions about to become "imperialized"

 by capitalist powers. Lenin thus interpreted Kautsky's defini-

 tion, calling it one-sided and incomplete because imperialism

 means reaction in general, applying to the relations between in-

 dustrial powers as well as between industrial countries and non-

 industrial.'3 In response to the criticism that his definition was
 too narrow because, by emphasizing agrarian regions, it excluded

 the scramble for railway, mining, and other valuable concessions

 and omitted all reference to the dominating influence of the great

 banks and monopolies, Kautsky insisted that he never meant to

 imply that agrarian regions were exploited solely in an agricultural

 way.'4 Nevertheless, he steadfastly refused to make imperialism

 cover all the phenomena of capitalism-cartels, trusts, protection-

 ism, and financial control-because he believed that such broad

 usage rendered the term indefinite and useless. It only identified

 I2 Ibid., p. i io. In "Aeltere und neuere Kolonialpolitik," loc. cit., p. 8I2, Kautsky
 had mentioned the mediating r6le of high finance in the new colonial process, but he
 had no thought of putting it above industrial capital.

 I3 Op. cit., p. 74. See also Pavlovitch, op. cit., pp. 46, 73, 94.

 '4 "Der Imperialismus," Neue Zeit, XXXIII, No. 2 (19I5), 232.
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 THEORIES OF IMPERIALISM 723

 imperialism with capitalism; and, since capitalism also depends

 upon such institutions as tariffs and monopolies for its continued

 existence, it merely led to the tautological nonsense that capital-

 ism cannot exist without capitalism.'5

 Rosa Luxemburg,6 was the most ardent defender of the thesis

 that the essence of imperial expansion consists in the penetration

 of capitalism into purely agrarian or non-capitalist regions for the

 primary purpose of disposing of its surplus products and thus

 reaping the "surplus value" by which alone it can continue to

 exist. In her study on the accumulation of capital, first published

 in I9I2, she undertook to correct Marx in such a way as to account

 for modern capitalist imperialism.17 She believed in a purely terri-

 torial or extensive view of capitalist expansion, in which emphasis

 is put on the acquisition of "agrarian" regions, as in Kautsky's

 definition. She accepted Marx's doctrine that "the expansion of

 foreign trade, which is the basis of the capitalist mode of produc-

 tion in its stages of infancy, has become its own product in the

 further progress of capitalist development through its innate

 necessities, through its need of an ever-expanding market."'8

 And yet, on the other hand, it was necessary to reconcile this

 with Marx's belief that the expanding days of capitalism were

 over and that the final or monopoly stage had already been

 reached. As Rosa Luxemburg observed, capitalism had obvi-

 ously not reached this stage, for imperial expansion was taking

 place on every hand. She declared, therefore, that Marx never

 is Ibid., p. 908.

 i6 Though more radical on most questions than Kautsky, Rosa Luxemburg was

 nevertheless closely associated with him and shared his general views respecting

 imperialism. The story of their association may be found in Luise Kautsky's Rosa

 Luxemburg, Letters to Karl and Luise Kautsky from i896 to i918 (New York, 1925).

 17 Die Akkumulation des Kapitals, ein Beitrag zur ikonomischen Erkldrung des
 Imperialismus (1922; first published in 1912). An abridged edition has recently
 appeared in French, edited by Lucien Laurat, under the title L'accumulation du

 capital d'apres Rosa Luxemburg, suivi d'un apertu sur la discussion du problme
 depuis la mort de Rosa Luxemburg (Paris, I930). This edition is more usable than
 the original because of the editor's comments and the addition of a chapter on the
 views of the author's critics expressed after her death. For these reasons I shall

 refer to the French edition.

 I SCapital (Unterman's translation, Chicago, I909), III, 278. See, also, p. 287.
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 724 E. M. WINSLOW

 meant that his "fiction" of a world already completely under the

 sway of capitalism should be taken literally.19 Furthermore, she

 contended that the only permissible interpretation of an "ever

 expanding" market was one into which capitalism was, for the

 first time, penetrating. Thus she concluded that the existence of

 non-capitalist milieus is absolutely necessary for the continuation

 of capitalism, because it is from such regions that capitalism must

 draw the surplus value on which it continues to thrive. She re-

 jected the view that capitalism is capable of creating its own

 market within its own framework. A society composed exclusively

 of capitalists and laborers can create no adequate market for the

 commodities produced.20 That is, under capitalism there is gener-

 al and chronic overproduction; and, when capitalism finally reaches

 the stage where labor can receive the whole product of industry,

 it will no longer be capitalism, but socialism.

 Being persuaded that the chronic overproduction of capitalism
 can find no outlet except in regions exterior to itself, Rosa Luxem-

 burg was led to her theory of imperialism, the external manifesta-

 tions of which are militarism, high protection, the preponderant

 role of banks and monopolies in world-politics, while fundamen-

 tally it consists of the struggle of capitalist countries for colonies
 and spheres of influence. But as capitalism expands outwardly in

 i' She spent much energy in trying to reformulate Marx's arithmetical "schema,"
 by which he undertook to demonstrate the laws of surplus value, so that they would
 fit the facts of experience. Taken literally, Marx's formula had simply shown that
 capitalist production itself realizes total surplus value and again uses it further to
 increase production. This implied a self-contained or "pure" capitalist society, but
 Rosa Luxemburg contended that neither the capitalists nor the workers can realize
 surplus value produced in this way (op. cit., p. 53). But since production does take
 place, it is necessary to explain for whom it takes place, since it cannot be assumed
 that capitalists would keep on enlarging production simply for the sake of enlarging
 it (op. cit., pp. 77, 88-89). The answer is found in the fact that throughout history
 capitalist society has been dependent upon non-capitalist regions in order to con-
 tinue the exploitation which is necessary for its continued existence; and when
 capitalist accumulation becomes a world-wide phenomenon, it has reached its final
 or imperialistic stage (op. cit., pp. 94-IIO, passim; and iio ff.).

 The fundamental occasion of all such attempts to "correct" Marx is the notorious
 fact, pointed out by B6hm-Bawerk in Karl Marx and the Close of His System, that
 in Volume III of Capital Marx had abandoned his pure labor-cost theory of value,
 laid down in rigid hypothesis in Volume I.

 20 Op. cit., pp. iX, I53, I58.
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 THEORIES OF IMPERIALISM 725

 this way, it finally destroys the basis of capitalist accumulation

 by converting non-capitalist regions into capitalist. Thus, im-

 perialism is at once a method of prolonging the days of capitalism

 and of finally ending its sway.2I Rosa Luxemburg regarded im-

 perialism, therefore, as the political expression of the process of

 capitalist accumulation and overproduction manifesting itself

 through the competition of capitalist states for a division of the

 remaining free non-capitalist territories of the world, and as the

 last stage in the historic development of capitalism.22 Her chief

 concern was to expose the argument that capitalism can go on

 indefinitely expanding in isolation without the necessity of finding

 access to non-capitalist regions, from which point of view colo-

 nies are obviously not necessary and imperialism cannot be ex-

 plained, as it rightly should be from the Marxian viewpoint, by

 reference to any innate necessity in capitalism. If Marx is liter-

 ally and rigidly interpreted, capitalism never does anything by

 choice but is itself controlled by inexorable dialectic laws.

 It was Otto Bauer who most strongly defended the opposite

 theory, that capitalism can expand indefinitely in isolation and
 that colonies are not absolutely but only relatively necessary.23 He

 denied the thesis that non-capitalist regions are necessary for the
 continued existence of capitalism. Capitalism will employ both

 the extensive and intensive methods of expansion. But capitalism

 exploits the extensive regions as a matter of choice and not as a

 matter of necessity; from which it follows that colonial expansion,

 or imperialism, becomes merely a policy and not an inescapable
 stage through which capitalism must go.

 2I Op. cit., pp. III, I20, I2I.

 22 Ibid., pp. I20, i58-59.

 23 See Neue Zeit., XXXI, No. I, (I913), 873-74. Hashagen, "Marxismus und
 Imperialismus," Jahrbicherfur Nationalikonomie und Statistik, CXIII (i919), i96,
 has a good discussion of Bauer's treatment of this problem. See also Rosa Luxem-

 burg, op. cit., Part II, chap. iii, especially pp. I3 if., for her criticism of Bauer.
 Bauer's chief contribution appeared as Die Nationalildtenfrage und die Sozial-

 demokratie (Marx-Studien, I907; 2d ed., I924).
 Michel Tugan-Baranowsky is credited with having popularized the theory that

 capitalism supplies its own market for surplus value (Luxemburg, op. cit., pp. x,
 I44). See his Les crises industrielles en Angleterre (Paris, I913), p. v. This study
 first appeared in Russian (i894), then in German (i90i).
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 The highest point in the development of neo-Marxian thought

 on imperialism is undoubtedly found in Rudolf Hilferding's

 FinanzkaPital.24 Hilferding claimed to build on Marx; and his pur-
 pose was to introduce new factors which Marx could not foresee,

 and to which no one had yet given sufficient consideration car-

 tels, trusts, protective tariffs, and particularly the role of the great

 banks.25 Other neo-Marxians had already made contributions on

 the relation of financial capitalism to imperialism. Kautsky's

 early part in the discussion has already been noted. Heinrich

 Cunow, even more emphatically than Kautsky, laid claim to hav-

 ing been the first to point out that it is financial capitalism which

 today stands as the dominant element uniting capitalism and im-

 perialism.26

 The term "financial capital," though borrowed from Marx, was

 given a new importance, if not a new meaning, by Hilferding.

 Marx saw that capital used in commerce and industry was "pro-

 ductive"; but he believed that other capital used in conjunction

 with it, which he called "financial capital," was not productive

 but merely aided in the circulation process, as a specialized ad-

 junct of the marketing function.27 "The purely technical move-

 ments performed by money in the process of circulation of indus-

 trial capital, and, as we may now add, of commercial . . . . con-

 vert a capital into financial capital. "28 The significant thing, how-
 ever, was the fact that this money capital was advanced, not by

 the merchants, or industrialists themselves, but by the banks;29

 24 Finanzkapital, eine Studie itber die jfngste Entwicklung des Kapitalismuts, ap-
 peared in i9io as the third of the series in "Marx-Studien."

 25 Joseph Schumpeter, "Zur Soziologie der Imperialismen," Archiv fur Sozial-
 wissenschaft und Sozialpolitik, XLVI, No. i (I919), 295-97, gives Hilferding much
 credit for working out this problem, particularly for describing the new functions

 of protective tariffs in their relations to cartels and trusts.

 26 Cunow made the claim in I9I5 (Neue Zeit, XXXIII, No. 2, 34), when he drew
 attention to his article, "Handelsvertrag und imperialistische Expansionspolitik,"

 which appeared in Neue Zeit, XVIII, No. 2 (I900). Cunow, who is often referred to

 as a "socialist-imperialist" because of his defense of a socialist colonial policy,

 accepted imperialism as a necessary step in capitalist evolution, or, as Bukharin re-

 marks (Imperialism and World Economy [I929], pp. I31-32), because "history is
 always right."

 27 Capital, III, 3i8, 340. 28 Ibid., pp. 37I-72. 29 Ibid., p. 373.
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 and it is the banks also which constitute the source of Hilferding's

 financial capital. He writes,

 An ever-increasing part of industrial capital does not belong to the

 industrialists who use it. They get the disposition of it only through

 the banks, which represent the owners of it. On the other hand, the

 bank must invest an ever-increasing part of its capital in industry.

 Thus the bank becomes, to an ever greater extent, an industrial capital-

 ist. This bank capital, or capital in the form of money, which in this way

 has in reality been transformed into industrial capital, I shall callfinance

 capital .. An ever larger part of capital used in industry is finance
 capital-capital disposed of by the banks and used by the industrial-
 ists.30

 Despite the fact that to both Marx and Hilferding financial

 capital originates in the banks, it obviously performs a very differ-

 ent function today from what it did in the time at which Marx

 wrote, owing to the fact that banks themselves have become vast-

 ly different institutions, having climbed, as the new theory recog-

 nizes, from their lowly position as mere adjuncts to production to

 the very apex of the capitalist pyramid. And financial capital, as

 Hilferding defines it, does not merely facilitate the circulation

 process, but is advanced to industrial capitalists who use it by

 transforming it into industrial capital. As Bukharin remarks,

 financial capital is not to be confused with money capital, for

 financial capital "is characterized by being simultaneously banking

 and industrial capital ..... . . "3I Not only is this new synthesis
 regarded as the dominant force in capitalism today, but it is seen

 as the connecting link between capitalism and imperialism.32

 30 Ibid., p. 283 (italics Hilferding's).

 3I Op. cit., p. II4. On the other hand, those who, with Rosa Luxemburg, place

 all the emphasis on overproduction hold that one should look back of this "mystical"

 thing called financial capital and the surface phenomena found in the "circulation

 process" to the fundamental contradictions of capitalism found in the disharmony

 between the productive capacity of capitalism and the absorbing power of the

 market. They hold that Hilferding and Lenin are simply being misled by the

 simultaneous appearance of monopolies and imperialism, which, if related at all,

 are not related as cause and effect but are both symptoms of overproduction.

 "Primus," L'impgrialisme et la decadence capitalists (I928), pp. I6-I7, 3I-32, 4I.

 32 Being of the younger generation of Marxists, Hilferding was more inclined to

 look to Continental experience to substantiate his thesis than were the older social-
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 Hilferding went far beyond any previous Marxist in the thor-

 oughness with which he investigated this relation. At home, he

 pointed out, financial capital seeks domination by organizing in-

 dustries into monopolies-cartels and trusts-and at the same

 time seeks to secure exclusive control of the domestic market by

 means of protective tariffs. Quite in contrast with industrial

 capital and the ideals of economic liberalism, "financial capital

 does not want freedom, but domination." Nor is it satisfied with

 domination of the home market alone, but desires as large a terri-

 tory or "economic sphere" as possible in which foreign competi-

 tion may be excluded by tariff walls.33 It thus defies and overrides

 political boundaries. This means, of course, that colonies are

 sought as outlets for the export of financial capital, and not merely

 for the export of consumption goods, as in the old "peaceful" era

 when industrial capital and its corollary, economic liberalism, pre-

 dominated. Free-trade England is no longer regarded as the typi-

 cal modern capitalist country, but Germany and the United

 States, where protectionism flourishes and the banks dominate

 industry.34 Contrasted with the earlier period when economic pur-

 poses could be attained by economic means, financial capital is

 helpless without political and military reinforcement. If the state

 ists, like Marx and Kautsky, who usually had English political and economic experi-

 ence in mind. And the fact that banking consolidation and high finance, particu-
 larly in Germany, reached a degree of power over industry on the Continent never

 dreamed of in Great Britain partly accounts for the difference in emphasis found in
 Kautsky and Hilferding, the one stressing industrial, the other financial, forces.
 Alfred Marshall's Industry and Trade (I9I9), pp. 566 ff., has a well-considered dis-
 cussion of this difference between English and German banking experience.

 33 Hilferding, op. cit., p. 426.

 34 Ibid., pp. 282-83. "Primus" (op. cit., p. 20), though a socialist, flatly denies
 that there is any significant difference as far as imperialism is concerned between
 the export of capital and the export of goods. In his view both are but forms of the
 export of commodities; and the export of capital, far from being a new factor, was
 carried on throughout the nineteenth century and on a much larger scale than the
 exponents of the new theory of imperialism seem to realize. It is fairly certain, he
 says, that Marx made no distinction between the export of goods and the export of
 capital, but regarded the latter as only a phase of the former, because capitalists
 have a choice of investing their capital surpluses at home to create surpluses or of
 sending them abroad for the same purpose. It all depends on which field offers the
 more profits, for the capitalist cares for nothing else. Cf. Capital, II, 277-8i.
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 is willing to serve the purposes of capitalism by erecting tariff

 barriers, it can certainly be induced, since capitalist interests

 control politics, to extend the principle to outlying territories

 which may be brought under its political control. Not only this,

 but the state may be driven into adopting an aggressive policy in

 securing new territories. Thus, says Hilferding, "capital export

 works for an imperialistic policy."35

 The whole causal relationship is one in which the great banks,

 protective tariffs, cartels, trusts, capital export, state authority,

 and militarism are regarded as forming an invincible fortress of

 capitalism. Capitalism, which to Marx was about to break down

 of its own inner necessity, has on the contrary secured, by its own

 efforts, a new lease on life. The "monopoly stage" of capitalism,

 which to Marx seemed so simple in conception, and so powerless

 to resist the social revolution, has become the Leviathan known as

 imperialism. But, true to the principles of Marx, this new mon-

 ster of capitalist development still has within it the seeds of its

 own destruction. Peaceful Manchesterism and economic inter-

 nationalism have given way to a mighty array of national powers,

 all more or less governed by the same ambitions, all prepared to

 carry out their designs by force. Imperialism, which is capitalist
 rivalry at its highest pitch of perfection, presages nothing less

 than war and the mutual destruction of capitalist powers. Thus,

 the old Marxian dogma that capitalism from inner necessity

 weaves its own winding-sheet is reinforced with this new formula,

 which differs from the old only in making rival capitalist systems

 the basis of their own self-destruction.

 To Hilferding imperialism is a policy of capitalism and not a

 stage of capitalism itself. Kautsky also held this view, but he
 differed with Hilferding in regarding imperialism as a policy of

 industrial (albeit a "highly developed") capitalism rather than

 of financial capitalism. From the policy viewpoint, regardless of

 how it expresses itself, capitalism conceivably possesses the power

 to turn competitive imperialism into a co-operative economic
 internationalism. Kautsky, indeed, came to the conclusion during

 the war that imperialism is not inevitable or unalterable under

 35 Hilferding, op. cit., p. 406.
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 capitalism but may yet attain a still higher synthesis, an "ultra-"

 or "super-imperialism," under which a peaceful policy may be

 adopted as in the days of Manchesterism, as the best means of

 eliminating the wastes of competitive warfare and of insuring un-

 interrupted profits.36 Hilferding likewise thought such an eventu-

 ality possible economically but not politically, because of antag-

 onistic interests between the powers.37

 Turning to the radical communist representatives of Marxian

 thought, we find very little originality, but a vast amount of

 polemical criticism of the theories of imperialism held by Kautsky,

 Hilferding, and all center and right-wing socialists. The outstand-

 ing example of this sort of criticism is found in Lenin's Imperial-

 ism.38 Embittered and disillusioned, particularly by the failure of

 Kautsky, so long regarded as Marx's direct successor, to go the

 whole way with violent revolution, Lenin makes him the scape-

 goat for all revisionist "renegades" from true Marxism.

 Lenin and the communists generally are hostile to the notion

 that capitalism is capable of adopting a peaceful policy, even

 temporarily. The fact that capitalism once went through a peace-

 ful stage is regarded as a mere episode in its development.39 Lenin

 identifies imperialism with the monopoly stage of capitalism and

 scornfully rejects the view that it is a mere external policy. He

 looks upon imperialism as "a tendency to violence and reaction

 in general,"40 and he brands any suggestion that it is otherwise as

 the talk of bourgeois reformers and socialist opportunists which

 glosses over the "deepest internal contradictions of imperialism."4I

 Granting, says Lenin, that capitalist nations should combine into

 36 Neue Zeit, XXXII, No. 2 (I9I5), I44. Kautsky maintained, however, that for
 socialists this is no solution, but must be as energetically opposed as imperialism
 itself, because international cartels and banks, through which such a condition

 might be brought about, would only increase the power of capital to exploit labor
 (ibid., pp. 919-20).

 37 Op. cit., p. 295.

 38 Of which Harold J. Laski says: "When Marx wrote his indictment, the poten-
 tialities of capitalism were only partly apparent. Today, we see in imperialism and
 war its necessary outcome. Lenin, in his Imperialism, has completed the outline of
 its history" (Communism [I927], p. i6i).

 39 Rosa Luxemburg (op. cit., p. I2 I) took this view.

 40 Op. cit., pp. 73-74. 41 Ibid., pp. IO, I02.
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 such an "ultra-imperialism" or world-alliance as that visualized

 by Kautsky and others, it could be no more than temporary, for

 peaceful alliances prepare the ground for wars.42

 Lenin's definition of imperialism, although he rejects the "op-

 portunist" tendencies of Hilferding, is greatly influenced by the
 latter's views. Lenin says:

 Imperialism is capitalism in that phase of its development in which
 the domination of monopolies and finance-capital has established it-
 self; in which the export of capital has acquired very great importance;
 in which the division of the world among the big international trusts
 has begun; in which the partition of all the territories of the earth
 amongst the great capitalist powers has been completed.43

 Lenin regards the export of capital as inevitable under capital-

 ism.44 "In the old type of capitalism, that of free competition,"

 he says, "the export of goods was the most typical feature. In the
 modern kind, the capitalism of monopolies, the export of capital

 becomes the typical feature. 45 Banks play the leading role in this
 process; and Lenin, like Hilferding, emphasizes that this role is a

 new one and quite different from what it was in the days when

 banks were "modest go-betweens." Then, he implies, capitalism

 was merely capitalism, but in the monopoly stage it is better
 described as "capitalist imperialism."46

 Lenin's definition and analysis of imperialism in turn incited

 criticism, particularly from within the communist group itself.

 42 Ibid., p. 99. Kautsky and Hilferding would insist also that such alliances would
 only be temporary, but Lenin implies that they are absolutely unthinkable to begin

 with, and exist only by hypothesis. See also Bukharin, op. cit., p. I33.

 43 op. cit., p. 72. Lenin's emphasis on the r6le of trusts and monopolies, an em-
 phasis also found in Hilferding, was entirely lacking in Rosa Luxemburg's theory.
 She refused to treat cartels and trusts as causes of imperialism because she re-
 garded them simply as symptomatic of general overproduction; and she reinforced
 this view by pointing out that the oldest imperialist country, England, had scarcely
 entered upon the monopoly stage thirty years after the beginning of the imperialist
 phase (op. cit., pp. iX, X, I28). Kautsky also neglected the monopoly element.

 44 But his theory is not identical with that of Rosa Luxemburg, who held the
 same view, inasmuch as the latter refused to identify imperialism with capitalism.
 Lenin, on the other hand, insists upon identifying them, and refuses to accept the
 notion that imperialism is a mere synonym for colonialism (op. cit., pp. 65, 73-74).

 45 Ibid., p. 47 (italics Lenin's). 46 Ibid., p. I9.

This content downloaded from 129.78.139.29 on Fri, 14 Apr 2017 04:22:10 UTC
All use subject to http://about.jstor.org/terms



 732 E. M. WINSLOW

 Some see in his treatment only a "vulgarization" of Hilferding,

 with its emphasis on monopolies as a dominating factor, and re-

 gard the theories of both as quite inferior to Rosa Luxemburg's

 theory, in which monopolies are clearly seen to be merely symp-

 toms of that underlying cause of imperialism overproduction.47

 Pavlovitch, on the other hand, criticizes only the breadth of

 Lenin's definition and insists that it is not monopoly in general

 but monopoly in the iron and steel industries which constitutes

 the heart of the problem of imperialism.48

 Thus the followers of Marx are hopelessly divided. They can-

 not agree in identifying imperialism with either colonialism or

 with capitalism; nor can they agree as to whether imperialism is

 a policy or a stage of capitalism (which is another way of stating

 the preceding question) or as to whether it is industrial capital or
 financial capital which predominates as the motivating force.

 And to some, it may be neither of these movements, but some-

 thing much more fundamental, like chronic overproduction,

 which is sufficient to explain imperialism. Cartels, trusts, tariffs,

 banks, financiers, industrialists, general monopoly, monopoly in

 the metallurgical industries all are economic factors; but, to

 those imbued with the determination to find a single formula

 which will explain everything, these factors are all, save the one

 on which they rivet attention, but epiphenomena to a "first

 cause."

 III. THE LIBERAL-HOBSONIAN THEORY OF ECONOMIC

 IMPERIALISM

 The individual most often mentioned by socialists and non-

 socialists alike as chiefly responsible for the theory of "economic

 imperialism," as opposed to the more inclusive Marxian type of

 theory, is John A. Hobson.49 His attitude toward capitalism and

 47 Opinion of Laurat, in the Preface to Rosa Luxemburg, op. cit., p. ix.

 48 Op. Cit., pp. I20-2I.

 49 Lenin (op. cit., pp. 3, 93) insists that Hobson anticipated Kautsky and Hilfer-
 ding and socialist theoreticians generally in his theory of imperialism, but his praise
 of Hobson is more for the purpose of belittling the socialist "renegades" for having
 allowed themselves to be anticipated by an outsider, a "pacifist and free trader."

 The history of the anti-imperialist movement in England is most instructive as

 a background for the attempt to prove the fallaciousness of imperialism on economic

This content downloaded from 129.78.139.29 on Fri, 14 Apr 2017 04:22:10 UTC
All use subject to http://about.jstor.org/terms



 THEORIES OF IMPERIALISM 733

 imperialism is so much a personal one that it might better be

 called Hobsonian than liberal. But because it professes to be in

 accord with the principles of economic liberalism rather than

 with those of socialism, and is so regarded by the Marxists, and,

 because it has the support of a large number of professed liberals,

 we are justified in calling it liberal.50

 This approach begins with an attack upon imperialism rather

 than upon the economic system itself, and then proceeds to an

 arraignment of capitalism as the chief source of the evils found in

 imperialism. Whereas capitalism itself is the primary object of

 attack with Marxian socialists and is condemned in toto, it is

 secondary to imperialism in the eyes of Hobson and his followers

 grounds. For an excellent discussion see R. L. Schuyler, "The Rise of Anti-Imperial-

 ism in England," Political Science Quarterly, XXXVII, 450 if., and "The Climax of

 Anti-Imperialism in England," Political Science Quarterly, XXXVI, 537-60. The

 controversy over imperialism herein related led many writers to attempt a restate-

 ment of the relationship between Great Britain and her colonies; and of such at-

 tempts that of J. R. Seeley stands foremost, as set forth in his The Expansion of

 England (London, i883), particularly Lectures IV and VIII.

 Many writers were concerned during the last half of the nineteenth century with

 the relation between commercial expansion and war. Seeley (op. cit., p. 98) regarded

 colonial competition as the cause of the struggles of the seventeenth and eighteenth

 centuries. Buckle in i857 believed wars were doomed by the growth of commerce

 and industry (History of Civilisation in England [I857, new impression i903], I, I93,
 i98, 209); and he found substantiation for this belief in J. S. Mill (Principles of Po-

 litical Economy, [I848], II, 221). Lecky also shared these views in i865 (History of
 the Rise and Influence of the Spirit of Rationalism in Europe, pp. 353 ff); but thirty

 years later in his Democracy and Liberty (pp. 307-8) he gave expression to ideas
 with a strong Marxian ring, when he said that the system of enormous manufactur-

 ing production and stringent tariff barriers made it necessary for a great manufac-

 turing state to secure for itself a sufficient market by incorporating new territories

 in its dominions; and he regarded the trading and commercial spirit as the chief

 impulse toward territorial aggrandizement.

 Arthur Salz in a recent article, "Die Zukunft des Imperialismus," Weltwirtschaft-

 liches Archiv, XXXII (I930), 3I7-48, emphasizes the early contributions of Buckle
 and Lecky to the statement of the problem of economics and war.

 so We are unfortunate in not having a better positive expression for "non-social-
 ist" than liberal. It is not true, of course, that all non-socialists believe in the princi-

 ples of economic liberalism, but it is very nearly true. Liberalism, both as an eco-

 nomic attitude and as a political article of faith, is somewhere between laissez faire

 and socialism. It differs from the latter in that it believes in private initiative and

 desires to use the power of the state in order to create conditions under which in-
 dividualism can work freely and yet without injustice.
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 and is condemned in part only. They are satisfied with trying to

 remove the roots of imperialism without destroying the entire

 capitalist system. It is also typical of this point of view that im-
 perialism is regarded as having other and non-economic roots
 which, nevertheless, are mere feeders to the more important

 economic taproot.

 Both the Marxian and the liberal schools of thought believe

 imperialism to spring from the surplus of goods and capital pro-

 duced by our present industrial society. In other words, given the

 surplus, the two explanations of what follows are almost identical.
 From both points of view the surplus is based on the exploitation
 of the weaker social classes by the stronger, and imperialism is
 interpreted as being but an extension of this exploitation. Even

 the mechanism by which the surplus expands and contracts,

 familiarly known as the business cycle, presents the same out-

 ward appearance from both angles; but here the similarity ends.
 Marx emphatically rejected the underconsumption theory of cy-
 cles and crises because it implied that the fault was with the con-
 sumers and not with the capitalist mode of production itself;5'

 and by the same token imperialism, if it is to be explained as an
 incident of the business cycle or crises, also becomes the direct
 product of the capitalist mode of production. Hobson's explana-

 tion of the business cycle with its accompanying crises is also a
 theory of exploitation; but, whereas to Marx the surplus value
 which gives rise to overproduction and crises issues as the exclu-
 sive product of labor, to Hobson it arises not from one class of
 bargains but from every class of bargains where there is superior

 bargaining power on one side.52 True surplus value, Hobson

 5I Capital, II, 475-76. Marx had in mind the underconsumption theory of Rod-
 bertus, which the latter is supposed to have borrowed from Sismondi. Sismondi ob-
 served that, as labor becomes separated from the ownership of the means of produc-
 tion, incomes are bound to become unequally distributed. The wealthy augment
 their own incomes at will because they control the means of production; but, their
 powers of consumption being limited, they turn resources to the production of lux-
 uries. But as this leads to the slighting of industries which produce necessities,
 laborers are not only dismissed but are forced to curtail their consumption still fur-
 ther, thus leading to general underconsumption and crises. As a way out, the
 capitalist producers then have no alternative to seeking foreign markets. (See Gide
 and Rist, History of Economic Doctrines, pp. i90-9i.)

 52 The Economics of Distribution (I900), pp. 353-54.
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 holds, is derived "not from some vague, unintelligible idea of

 tyranny, but from the various hindrances to perfect equality of

 bargaining-power, in the owners of the various factors of produc-

 tion, and the consequent establishment of different forms and

 pressures of economic force."53 Under the capitalist system of

 production, says Hobson, people of wealth save too much during

 periods of prosperity; and, because they reinvest their savings in

 industry, it leads to a glut of consumers' goods on the market for

 which there is no equivalent purchasing power. This initiates a

 period of business depression during which large incomes are re-

 duced until oversaving is checked, allowing consumption to catch

 up with production, thus bringing the crisis to an end, which con-

 dition, Hobson, holds, in turn starts a new period of prosperity.54

 Given his theory of the business cycle, Hobson could say:

 "Everywhere appear excessive powers of production, excessive

 capital in search of investment ..... It is this economic condi-
 tion of affairs that forms the taproot of Imperialism."55 The

 remedy for imperialism, on the other hand, is the converse of the

 cause. By using the oversavings of unearned or excessive elements

 of income in such a way as to raise the "wholesome standard of

 public and private consumption," says Hobson, there would be

 "no excess of goods or capital clamorous to use Imperialism in

 order to find markets: foreign trade would indeed exist, but there

 would be no difficulty in exchanging a small surplus of our manu-

 53Ibid., p. 360. More concretely, the oversavings "consist of rents, monopoly
 profits, and other unearned or excessive elements of income, which, not being earned

 by labour of head or hand, have no legitimate raison d'etre" (Imperialism: A Study

 [I902], pp. 75-76).

 54 The Economics of Distribution, pp. 35I-53; and The Industrial System (i909),
 pp. 52-53, and chapter iii, passim.

 55 Imperialism, op. cit., p. 71. Hobson seems never to have pushed his theory to
 the logically possible extent of correlating imperialist activity with the rise and fall
 of the business cycle. A more recent writer on imperialism, Achille Viallate, does
 not hesitate, however, to make such a correlation. Speaking of the expansion ac-

 tivities of the United States around i900, he says that the "sentiments of economic
 imperialism . . . . were fostered for a while by a period of continuous prosperity";
 but prosperity came to an end with the crisis of I907, and the United States ceased

 exporting capital, for she "was not yet ripe for a policy of economic imperialism"
 (Economic Imperialism and International Relations during the Last Fifty Years
 [published by the Institute of Politics, Williamstown, Massachusetts, I923], pp.

 37-38, 63).
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 factures for the food and raw materials we annually absorbed, and

 all the savings that we made could find employment, if we chose,

 in home industries."56 There would thus be no need to open up

 new markets, since the home market is capable of indefinite ex-

 pansion by the simple process of paying higher wages to the

 workers, and by eliminating the rents, monopoly profits, and

 other unearned or excessive elements of income which make up

 the oversavings.57

 Hobson sees the whole issue in the analogy of extensive versus

 intensive farming. A "rude and ignorant farmer," he says, will

 use land prodigally when it is plentiful and cheap, spreading his

 capital and labor over a large area; but a "skilled, scientific farm-

 er" will concentrate on a small parcel of land, using his knowledge

 to get the most possible out of it. Applying this moral to world-

 economy, he says: "Everywhere the issue of quantitative versus

 qualitative growth comes up. This is the entire issue of empire."58

 Hobson's analogy, like most analogies between the interests of

 individuals and the interests of groups, such as the mercantilist

 argument that nations, like individuals, become wealthy by ac-

 quiring money, is fallacious. In the first place, farmers act in their
 best interests by using land freely when it is plentiful as compared
 to the other factors, and by using it more sparingly when the

 other factors-labor and capital-increase and become relatively
 "plentiful and cheap." And secondly, the combination of factors

 tends to follow this same elementary economic law when their

 organization is an international matter, and the failure of the law

 to operate is not to be found in economic impediments, but in
 hindrances of a political and non-economic nature. Hobson's "en-

 56 Hobson, Imperialism, P. 72. This, it will be noted, was the view set forth by
 Bauer and opposed by Rosa Luxemburg, Lenin, and others who were intent upon
 proving an ineradicable bond to exist between capitalism and imperialism. Curious-
 ly enough, many British "imperialists" held such a bond to exist; and Hobson was
 interested in disposing of the "fallacy of the supposed inevitability of imperial ex-

 pansion as a necessary outlet for progressive industry ......." He believed he had
 shown that it is not industrial progress which demands the opening up of new
 markets, but mal-distribution of consuming power which prevents the absorption of
 commodities and capital within the country (ibid., pp. 75-76).

 S7 Ibid., pp. 76, 78.

 s8 Ibid., p.8 i
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 tire issue of empire" is therefore based on so patent a fallacy that
 it should throw suspicion on his entire analysis.

 Equally fallacious is Hobson's view that a nation gains by par-

 ing its exports down to a "small surplus." Obviously this must

 mean doing the same for imports; and thus are repudiated all the

 implications of comparative advantage arising out of industrial

 and territorial specialization. "Intensive cultivation" of the home

 market to the exclusion of others, whether it be done by discour-

 aging imports, as the mercantilists would have it, or by discour-

 aging exports, as Hobson would have it, implies that there is no

 mutuality of gain when foreign goods are imported in exchange

 for domestic exports.

 This is not to say that forces may never exist which divert

 international trade to wrong ends. Empire-building or state-

 building, imperialism or nationalism, may well be such forces.

 The question is whether there exists between these forces and

 international trade any such causal relation as the socialists and

 Hobson assume. Refusal to give any consideration whatever to

 the possibility that imperialism and capitalism may be merely

 coexisting forces-the one active, the other passive, the one an end

 in itself, the other a means-is not the only questionable feature

 of the Hobsonian and socialist treatment of the problem. Their

 method of handling the details of the assumed relation can hardly

 fail to arouse wonder at the uncritical acceptance of their reason-

 ing.

 IV. THE FORMULA OF "ECONOMIC IMPERIALISM" AND

 THE HISTORIANS

 The Hobsonian and socialist methods of explaining imperial-

 ism, accompanied by attempts to prove that it does not "pay" a

 nation to engage in empire-building in reality two quite distinct

 problems seem to have filled a much felt want. One may almost

 say, in fact, that a school has been built up, particularly in the
 United States, which regards these concepts and formulas of
 imperialism as the basis for a new historical approach to interna-

 tional problems.

 Professor P. T. Moon, for example, in his Imperialism and

 World Politics (I926), refers to Hobson's Imperialism as "the

This content downloaded from 129.78.139.29 on Fri, 14 Apr 2017 04:22:10 UTC
All use subject to http://about.jstor.org/terms



 738 E. M. WINSLOW

 classic indictment of imperialist doctrines and practices" ;59 and

 he seems to have unqualifiedly accepted it. Moon himself cites

 as causes of imperialism "surplus manufactures," and particu-

 larly "surplus capital."60 The latter, in fact, has replaced the

 former in importance, and is "the dominant force in twentieth-

 century imperialism."6' By surplus capital Moon means "a super-

 fluity too great for profitable reinvestment at home"; and he

 adds: "That such surpluses must be created by the industrial ex-

 pansion of the last century was an inevitable result of the eco-
 nomic laws governing capitalist production."62 He presents a Hob-

 sonian type of oversaving, overinvesting explanation; and as a

 remedy for imperialism he suggests "more wages and more spend-

 ing, and less profits and less investing ..... As it becomes more
 difficult to export surplus capital, the remedy is to spend the sur-

 plus."63 According to Moon, it is already becoming increasingly
 difficult to export capital surpluses, since backward regions are
 rapidly being industrialized to a point where they will be able to

 supply their own demand for capital. Thus imperialism tends to
 become more intense and more competitive.64

 Moon sees so many types of imperialism that it leads him to

 adopt various and sometimes contradictory and attenuated uses
 of the term. It may mean the appropriation of backward regions
 in Asia, Africa, the Balkans, and the Pacific, and the general

 domination of backward races by European nations.65 This may
 give way to the "substitution of the more peaceful and subtle

 methods of economic imperialism, of investment and trade, for the

 aggressive military imperialism of the old regime."66 The World

 59 Op. cit., p. 475.

 60 Ibid., pp. 28-30- 62 Ibid.
 6i Ibid., pp- 30-3I, 535 if- 63 Ibid., p. 540.

 64 Ibid., p. 539. These same ideas appear in Hayes and Moon, Modern History
 (I923), where the economic is regarded as the strongest motive in imperialism (p.
 692); and many wars are traced to this source (p. 694). Likewise Professor Hayes, in
 his Essays on Nationalism (I926), asserts that modern imperialism has been largely
 made possible by the Industrial Revolution, through the creation of surplus capital,
 although nationalism, on which imperialism depends for its idealism, and militarism
 have played a leading r6le (pp. I76-77, i8i-82, i83).

 65 Moon, op. cit., pp. vii, 33. 66 Ibid., p. 364.
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 War illustrates still another form of imperialism-the preying of

 European states on the territory of each other. This may be either

 aggressive in the military sense, or an imperialism of financial,

 economic, and military patronage such as that which character-

 izes the loans by France to members of the Little Entente, par-

 ticularly Poland. But "by all odds the most striking instances

 of the newer imperialism in post-bellum Europe" were those which

 concerned Soviet Russia-the scramble for concessions in that

 country, the concession-hunters relying chiefly on Russia's crying

 need for capital, and on diplomatic pressure from their govern-

 ments. It is obviously only a step from this kind of imperialism

 to that "rarefied" sort implied in American loans to impoverished

 Europe, or in the Dawes plan.67 Here the difficulties of generaliza-

 tion should become obvious when the same term is applied to the

 British occupation of Egypt, the French conquest of Morocco,

 and the American occupation of Haiti on the one hand, and to the

 international supervision of German, Hungarian, or Austrian

 finances on the other.68 As one of Moon's reviewers points out,

 "it is certainly misleading to describe by the same word, 'im-

 perialist,' both the European statesman who plans cold-blood-

 edly to seize i,ooo square miles of territory in Africa and the

 university instructor who invests i ,poo dollars in a French govern-
 ment bond."69

 A recent study by one of Moon's students, dealing with a spe-

 cial phase of European imperialism, the "economic penetration"

 of Turkey, employs the same apparatus of ideas for handling such
 problems.7o The author begins his story of European economic

 penetration into the Ottoman empire by calling the Council of the

 Ottoman Debt an outpost of European capitalism and an instru-

 67 Ibid., pp. 465-66.

 68 Ibid., pp. 47I-72.

 69 George H. Blakeslee, American Historical Review, XXXII, No. 3 (April, I927),

 597-99.

 70 Donald C. Blaisdell, European Financial Control in the Ottoman Empire: A
 Study of the Establishment, Activities, and Significance of the Administration of the
 Ottoman Public Debt (Columbia University Press, I929). Cf. Professor Edward
 Mead Earle's "Study in Imperialism," entitled Turkey, The Great Powers, and the
 Bagdad Railway (I923).
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 ment of imperialism. The closing chapter, which deals with the

 "technique of financial imperialism," presents an analysis entirely

 in accord with what has come to be the conventional treatment of

 "capitalist expansion." A reviewer of this book, this time an

 economist, takes strong exception to the use of so elusive and elas-

 tic a concept as imperialism, as if it were some mystic formula for

 solving all the riddles of the past fifty years, and declares that the

 term has become a downright nuisance.71

 Professor H. E. Barnes, writing on the same general theme of

 world-politics as Moon, presents very much the same sort of

 analysis.72 He is chiefly interested, as the subtitle of his book sug-

 gests, in discussing "The Contributions of Nationalism, Capital-

 ism, Imperialism and Militarism to Human Culture and Inter-

 national Anarchy," and particularly how they "conspired to

 make the World War possible."73 The revival of colonialism and

 imperialism after 1870 he associates directly with the increased

 productivity growing out of the Industrial Revolution.74 Al-

 though he thinks it best to abandon old single-track dogmas and
 study the actual facts, he

 conventionally assumes that the imperialistic process is essentially the

 following: (i) Merchants and bankers recognize the opportunities for
 pecuniary gain in certain relatively backward political and economic
 areas. (2) Their penetration is followed by appeals to the foreign offices

 7I Jacob Viner, Journal of Political Economy, December, I929.

 72 World Politics in Modern Civilization (I930).

 73 Ibid., p. 4. Professor Sydney B. Fay in his Origins of the World War (I928),
 apparently accepts Moon's analysis of the causes of economic imperialism (p. 44,
 n. 73; and p. 45), and he calls railway construction and protective tariffs "forms of
 economic imperialism" (pp. 45-46). He is less certain, however, that economic im-
 perialism was an underlying cause of the war-at least it is "usually exaggerated";
 and he especially rejects the notion that economic jealousy between England and
 Germany made war inevitable. Diplomatic correspondence before the war is chiefly
 concerned with problems of "prestige, boundaries, armies and navies, the Balance of
 Power, the possible shiftings in the system of Alliances .... " (p. 46). Contrast
 this, for example, with Edward R. Turner's Europe, I789-I920 (I920), pp. 490-92,
 where imperialism is treated with equal brevity, but is regarded as not only inevitable
 but chiefly economic; and Germany's desire to acquire more territory or colonies is
 regarded as "probably one of the major causes of the Great War." Colonial competi-
 tion and jealousy of course are not the same as economic jealousy.

 74 Barnes, op. cit., p. 104.
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 of their respective states. (3) These requests lead immediately to
 military intervention and the political administration of such areas.75

 Despite this concatenation of events, which, "while not un-

 known, is by no means inevitable," Barnes says that it is a mis-

 take to conceive of modern imperialism in purely economic terms.

 Nevertheless, that part of it which is economic is due to the accu-
 mulation of a large surplus of capital "which will inevitably seek

 an outlet beyond our national boundaries."76 But neither in his

 statements as to causes nor in his statements as to remedies is

 Barnes as certain of the validity of the Hobsonian formula as is

 Moon.77 Speaking of the future of imperialism, Barnes declares

 that since it seems to be the creation of capitalism and Macht-

 politik and is not likely to decline so long as these forces and prin-

 ciples remain operative-and their abatement does not appear

 imminent-it will have to be carried on primarily by economic

 rather than political means, since most of the earth's area is al-

 ready appropriated by strong powers.78 The League of Nations,

 he thinks, has failed to check the progress of "capitalistic imperial-

 ism," which was so potent a cause of the World War; and the

 "same struggle for raw materials, markets, and capital investment

 goes merrily on."79

 75 Ibid., p. i88. 76 Ibid., pp. I89, I90.

 77 Hobson himself seems not be as "Hobsonian" on the causes and remedies of
 imperialism as he was thirty years ago. In his An Economic Interpretation of Invest-
 ment (i9ii), pp. ii6-I7, Hobson thought imperialism was changing its character,

 particularly in South America and the Far East, where he regarded the distinctively
 political and nationalist aspect to be giving way to an economic internationalism
 exercised with a minimum of political control. In another book, Towards Inter-
 national Government (191I5), pp. I27-28, I37-39, while not abandoning the notion

 that international trade and borrowings are causes of friction, Hobson has nothing
 to say about "raising the consuming power of the public," but seems to place all his
 faith in some sort of League of Nations as a remedy for imperialism. Still more re-
 cently, however, in a book on Rationalisation and Unemployment (1930), p. II5,
 Hobson speaks of the dangers of "inter-imperialism," or international capitalist
 co-operation for the exploitation of labor.

 78 Barnes, op. cit., p. 287.

 79 Ibid., p. 525. In a book of which Barnes was joint author (Economic History of

 Europe [1930], by Knight, Barnes, and Fltigel), "imperialism" is briefly considered
 as follows: "Where the flow of people toward the resources, and vice versa, is arti-
 ficially interfered with by political means, the process is often called 'economic
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 In a series of case studies on imperialism under the editorial

 supervision of Professor Barnes, of which three have already been

 published, the editor sets forth the three-stage process reproduced

 above.80 In addition to economic penetration of this sort, backed

 up by political protection, Barnes refers to a less overt kind which

 is "more subtle and may be more dangerous," namely, that pro-

 ceeding from accumulated surpluses which inevitably seek an

 outlet beyond our national boundaries. And he believes that im-

 perialism is not likely to disappear until our "acquisitive society"

 has been replaced by one based on social service.

 Margaret A. Marsh, in her study on The Bankers in Bolivia,

 gives ample proof that she went to Bolivia looking for evidences

 of economic imperialism and found them, for the "stuff of which

 spheres of influence, protectorates, economic imperialism in short,"
 are made is on every hand.8' It is an "inevitable" economic rela-

 tionship. She regards governmental interference in the affairs of

 the debtor country as a "necessary feature of genuine imperial-

 ism" and leaves little doubt that in her estimation such an eventu-

 ality is likely to be brought about in due time.82 In closing, she

 quotes approvingly from Hobson and Moon.83

 Professors Jenks and Knight, in their studies of American re-

 lations with Cuba and Santo Domingo, show a tendency to be

 more or less out of accord with the views set forth in the editor's

 introduction. Jenks remarks on the naivete of charting the course

 of the imperialistic process in a series of well-defined stages,84 al-

 though he believes that if we have wrought imperialistically at all

 it is manifest in the empire of American business, with its metro-

 politan capital at New York, for in the hopes and fears engen-

 imperialism.' Economics is only the aim and the tool, however. Imperialism is really
 political, and is always associated with the citizenship of the people who move, the
 nationality of the capital invested, and the political frontiers crossed by the goods
 involved" (p. 745).

 80 The Americans in Santo Domingo, by M. M. Knight; Our Cuban Colony, A

 Study in Sugar, by Leland Hamilton Jenks; and The Bankers in Bolivia, A Study in
 American Foreign Investment, by Margaret A. Marsh, all published by the Vanguard
 Press, I928.

 8' The Bankers in Bolivia, p. 3. 83 Ibid., pp. I32-36, and notes.

 82 Ibid., pp. 1 27, I 29 if . 84 Op. cit., P. 4.
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 dered by the credit system there are sanctions which do not re-

 quire cruisers for their enforcement.8"

 Knight is even more wary of using the term "imperialism." He

 believes that it is too often used without being defined, and has

 been borrowed from Old World experience with Africa and Asia,

 which does not correspond with American practice.86 This does

 not mean, however, that the trouble in Santo Domingo and else-

 where is not economic, for there is an "economic cancer" in the

 alien control of huge tracts of land.87 He would not object to call-

 ing this "economic imperialism," especially when consciously

 backed by the force of the state;88 although it is none the less

 dangerous when supported by the "unpremeditated effects of our

 commercial efficiency, backed by highly organized and generally

 well-intentioned government services, which are nevertheless of-

 ten blind to the consequences of what they promote...89
 One valuable result arising from these studies is found in the

 demonstration that there are more points of difference between

 American and European "imperialisms" than points of funda-

 mental likeness. As Knight points out, a "protectorate" under

 European tutelage is a much closer and lasting relation than is to

 be found in America. American relations with backward regions

 are at least meant to be temporary, while in Europe they frankly

 are not. Another fundamental distinction is that the United

 States has never used the soldiery of protected States to fight her
 own battles. Again, there exist in America no discoverable gov-

 ernmental plots against the independence of Latin-American coun-

 tries-another vital difference as compared with well-known Eu-

 ropean cases. Actual contact with the realities of such situations
 seems to have induced in Knight impatience with practically

 everything of a theoretical nature to be had on the subject.90

 85 Ibid., p. 6.

 86 Knight, op. cit., pp. i6i-62. 88 Ibid., pp. I56, i67.

 87 Ibid., pp. xvi, I43. 89 Ibid., p. i65.
 90 In another study dealing wholly with a European situation, Knight emphasizes

 the material improvements which the imperial tutelage of France has brought to
 North Africa, although he lays equal stress upon the evils involved. "Once we out-
 grow the delusion," he remarks, "that 'economic imperialism' is a simple or uniform
 process, susceptible of dramatization by the use of a few stage monsters stuffed with
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 A more general study, Dollar Diplomacy, by Nearing and Free-

 man, purporting to embrace the entire broad field of American

 imperialism, frankly aims to verify certain theories which the

 authors at the outset ascribe to others.-9 "Economic necessity,"

 the authors believe, dictates that every modern industrial society

 must develop foreign markets for its surplus products, and in this

 process the masters of investment are not wholly free to make de-

 cisions but are themselves of necessity agents.92 Nearing and

 Freeman regard imperialism as a necessary phase through which

 capitalist society must pass at a certain stage in its development;

 and they call upon Hilferding, Veblen, Hobson, Lenin, Culbert-

 son, and Leonard Woolf to supply many of the facts and most of

 the theoretical explanation of this necessity.93 Typical of this

 general viewpoint is the belief that "there is no boundary line be-

 tween economic penetration and political interference.94

 A view similar to that of Nearing and Freeman, and much like

 Lenin's in tone and content, was expressed in I9I7 by Frederic

 C. Howe. "Financial Imperialism," he says, "had its origin in all

 countries in surplus wealth seeking foreign investment."95 The

 British and French penetration of Egypt and Morocco, according

 to Howe, was the beginning of financial imperialism on a large

 scale "and the division of the earth among the great creditor na-

 tions."96 Even prior to the entrance of the United States into the

 World War, "economic forces were driving us into the imperialism

 of finance which has proved disastrous to all the greater powers of

 Europe."97 He distinguishes between "dollar diplomacy," or fi-

 nancial imperialism, and international trade, or international

 imaginary virtues and vices as though they were persons, we perceive that very

 little is known about the subject" ("Water and the Course of Empire in North
 Africa," Quarterly Journal of Economics, Vol. XLIII [November, I928]).

 9I Scott Nearing and Joseph Freeman, Dollar Diplomacy, A Study in American

 Imperialism (D925), pp. v and xiii.

 92 Ibid., p. xiii.

 93 Ibid., pp. xiv, xv, 6, 30, 74, 244, 263, 266-67.

 94 Ibid., P. 34.

 95 "Dollar Diplomacy and Imperialism," Proceedings of the Academy of Political

 Science, VII, No. 3 (July, I917), 598.

 96Ibid., pp. 598-99. 7 Ibid., P. 597.
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 banking. Foreign trade, he says, is a function of the commercial

 rather than of the banking classes; it differs from domestic trade

 in no respect, except that it is carried on across national bound-

 aries. International banking, being but an agency of international

 trade, is guiltless of association with imperialism, which Howe re-

 gards as an activity of finance rather than of trade. "Only in-

 cidentally does trade or commerce enter into the program of im-

 perialistic finance."98 He traces the practice of political interfer-

 ence with foreign investments back to Lord Palmerston's dictum

 that the flag of the investor nation follows the investor. Thus

 "the doctrine of extraterritorial rights became identified with

 international law."99

 No American economist has been more assiduous than W. S.

 Culbertson in interpreting international relations in such terms

 as have just been described. The modern world, he maintains,

 cannot be understood unless we see behind the personal and po-

 litical factors, and recognize that war follows as a necessary conse-

 quence upon causes arising out of the processes of production,

 trade, and finance.Ioo Viewed internationally, this clearly means

 economic imperialism. Culbertson believes that the political side

 of international competition has been unduly emphasized.IoI The

 roots of imperialism are rather to be found in the nature of cap-

 italism itself, in the tendency of the capitalistic organization of

 machine production to produce more goods than can be produced

 at a profit. The capitalists themselves, being motivated by the

 search for profits, seek new markets in which to dispose of goods

 and new opportunities for the investment of surplus capital. Cul-

 bertson hastens to add, however, that he is not condemning cap-

 italism as such, but is only pointing out certain maladjustments

 and conflicts so that they can be better avoided.1o2 Nor does he
 wholly condemn imperialism. It "represents a stage in the world's

 economic development,' I03 and has served in many ways to de-

 98 Ibid., p. 598. 99 Ibid., p. 600.

 - "Raw Materials and Foodstuffs in the Commercial Policies of Nations,"
 Annals of the American Academy of Political and Social Science, CXII (March, I924),
 5-

 IO0 Ibid., p. 86. 102 Ibid. '03 Ibid., p. I25-
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 velop the world economically.104 He even believes that at this

 stage of the world's progress "probably no better methods are

 possible." There is no choice between standing still and continuing

 to employ them, because "forces are operating which inevitably

 bring about the economic expansion of those nations which have

 adopted the capitalistic methods of production and distribu-

 tion.7II5 Nevertheless, Culbertson talks of remedies and economic

 disarmament, or "the abandonment by nations of all aggressive

 economic measures, such as monopolies of essential raw materials

 and economic penetration of foreign countries by loans or invest-

 ments. i6

 A recent British writer on European economic history quotes

 Culbertson with approval and finds his explanation of the eco-

 nomic causes of international rivalry and war incontrovertible.Io7

 For both the periods i600-I750 and i880-i930, this writer holds,

 economic imperialism best describes what went on between civil-

 ized powers and backward peoples. Modern economic imperial-

 ism he regards as less crude than its older counterpart, mercantil-
 ism, and more deliberate and conscious of the ends to be pur-

 sued.108 He associates it with la haute finance and regards financial

 penetration as one of the surest methods of imperialist expansion.

 His list of the steps through which the process works is much like
 that given by Barnes.

 H. U. Faulkner, in a textbook on American economic history,

 distinguishes between the old and the new imperialism, the former
 being influenced by mercantilism and characterized by the acqui-
 sition of land which is actually settled by those who acquire it.Io9

 This was the chief form of American imperialism up to i848. The

 new imperialism he regards as the direct result of the Industrial

 I04Ibid., P. I24- IOS Ibid.

 io6 International Economic Policies (I925), p. 426.

 I07 Arthur Birnie, An Economic History of Europe, I760-i930 (I930), p. 265.

 ?8 Ibid., p. 26i.

 109 H. U. Faulkner, American Economic History (1925), p. 6i8. Books apparently
 dealing with so-called "American imperialism" can be found in the i8go's and early
 I900's, as, for example, Sarah E. Emery's Imperialism in America: Its Rise and
 Progress (i892), referred to by Scott Nearing in an extensive bibliography on im-
 perialism in The Twilight of Empire (I930).
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 Revolution, for its causes are principally economic. His whole

 treatment runs in the conventional terms of surplus capital seek-

 ing investment, made popular by Hobson.

 Hobson's theory of imperialism has never enjoyed the follow-

 ing in Great Britain that it has in the United States. Indeed, as

 has already been indicated, Hobson himself appears less fearful of

 imperialism than he did thirty years ago. Others with similar con-

 victions and a theory essentially like that originated by Hobson

 seem to have a substantial following, but again it is more numer-

 ous in America than in England.IIo The more conservative ele-

 ments in all the three leading political parties in Great Britain

 defend the imperial idea in some form or other, as far as concerns

 the British Empire. "Little Englanders" can scarcely be said to

 exist. A new concept of empire, at least of the British Empire, has

 arisen in the idea of a Commonwealth of Nations.

 Attempts to prove that imperialism has never paid and is still

 a useless burden find very little response in Great Britain. Apolo-

 gists for empire are inclined to put their defense on other than

 economic grounds and to argue that empire, like the state itself,

 must be viewed as worth the cost.III To some, the empire repre-

 sents the highest type of development in human co-operation,II2

 and they are inclined to forgive it its earlier sins. Seeley made it

 clear that it was not necessary either to accept the bombastic

 view that colonies are mere property or the pessimistic view that

 IIO A new and vigorous exponent of the view that capitalism causes imperialism,

 and one who has exercised much influence on recent writers, is Leonard Woolf,

 Economic Imperialism (I920); Imperialism and Civilization (I928), etc. Herbert F.

 Fraser, in Foreign Trade and World Politics (I926), p. I05, declares that "Mr. Woolf
 is the foremost British student of the subject and I have been greatly influenced by

 his writings." Moon, op. cit., and in his Syllabus on International Relations (I925),

 rates Woolf very high.

 III See, for example, J. A. Cramb, Origins and Destiny of Imperial Britain (Lon-

 don, 191I5), pp. 5 ff. Like many others, Cramb insists that the British type of im-
 perialism is unique, all other forms, at least to the eighteenth century, being molded

 on the Roman pattern. The modern form, originating in Great Britain, unites the

 concepts of Empire and Freedom-a union wholly alien to Rome (pp. 12-I5).

 112 To outsiders, however, the prospect of such a combination of English-speaking

 peoples is likely to appear as a distinct menace to the world. See, for example, Victor

 B6rard, British Imperialism and Commercial Supremacy (i9i6), chap. ii.
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 they are sons and daughters, destined to sever their ties with the

 mother country. Rather, he held, that, while the son-and-daugh-

 ter analogy was tenable in the eighteenth century, it no longer

 holds good because of modern improvements in transportation

 and communication.II3 From the time when Seeley's celebrated

 book was published, dates the new concept of empire in English

 thought. The defense of empire as a reality has come to replace

 the earlier attempts to justify it as a process.II4 Occasionally,

 however, we are reminded that, after all, the white man does have

 a civilizing mission, which must be shouldered if world chaos is

 to be avoided; and from this view it is only to be lamented that

 the words "empire" and "imperialism" are capable of raising so

 much prejudice."5

 Some British writers, with Ramsay Muir, regret that it is

 necessary to use the words "empire" and "imperialism" at all,

 because they suggest "purely military dominion" and because

 their habitual use has led to some unhappy results ;ii6 but the

 terms are nevertheless retained because it is felt that no others

 describe the influence of European civilization on the world. Still

 other writers find it quite easy to dispense with the terms, at least

 with the term "imperialism." G. P. Gooch talks only in terms of

 II3 The Expansion of England, Lectures IV and VIII. B6rard (op. cit., pp. 48-49),
 sees the bombastic or jingoistic idea of British imperialism as of Tory origin; while
 the newer imperialism is regarded as being Radical in origin, and, above all, utilitari-
 an. Joseph Chamberlain, he says, was for England, but first of all he was for profits
 for the Midlands.

 "14 Even in America, where an analogous territorial expansion took place-albeit
 across fresh water and not across salt-no one regrets the present continental

 territorial possessions of the United States, no matter how much "manifest destiny"

 and "westward the course of Empire" may arouse his historical sensibilities. Pres-

 ent-day criticism is directed wholly toward such relations as exist with the Philip-
 pines and certain Central American republics-to what is regarded as imperialism

 as a process. There are, of course, notable differences between these cases and the

 earlier expansion movement, which the critics are right in pointing out.

 I"5 As expressed by H. E. Egerton, British Colonial Policy in the Twentieth Century
 (I922), pp. viii and ix. An American historian likewise adjures anti-imperialists, be-
 fore excoriating economic imperialism, to consider what the condition of the black

 people would have been had European governments refrained from entering upon
 the rush for African possessions. Walter Phelps Hall, Empire to Commonwealth (I929)

 pp. i8, 449.
 n6 Expansion of Europe (I926), p. i.
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 personalities and diplomatic wranglings even when dealing with
 "The Scramble for Africa""17-a topic which usually excites all

 manner of interpretative speculation. J. Holland Rose similarly

 remarks that the expansion of British influence was due to indi-

 viduals like Cecil Rhodes rather than to a combination of the

 state and leading personalities, as in France and Germany.ii8

 A few writers emphasize the element of imitation as a factor in

 empire-building-the deliberate copying of the British colonial

 empire by France, Belgium, Germany, and Italy, not to mention
 imitation by non-European countries like Japan and the United

 States."19 But on the other hand, it is equally justifiable to regard

 the revival of interest in things imperial in Great Britain as due

 to the alarming appearance of these rival empires."20 At any rate,

 the result of this revived interest was England's "constructive

 imperialism," or her new policy toward the self-governing domin-

 ions beginning late in the nineteenth century, which stood in con-

 trast with her older view of them as mere colonies. Significant of
 how far this change has gone is the statement now sometimes

 made that, after all, "one of the most important parts of the

 British Empire is Great Britain itself.""I2

 V. A SOCIOLOGICAL THEORY OF IMPERIALISM

 Most attempts to combat the economic interpretation of war

 and imperialism have remained merely negative. One of the most
 ambitious and noteworthy attempts to give an entirely new and

 positive orientation to the theory of imperialism without com-
 pletely abandoning the economic interpretation is found in Pro-

 fessor Joseph Schumpeter's "sociological" theory of imperial-
 ism."22 Schumpeter at once limits the field of discussion by defin-

 "17 History of Modern Europe, i878-ii9 (I923), chap. iii.

 II8 The Development of the European Nations, 1870-192I (I923), p. 54I.

 I"9 Francis Delaisi, Political Myths and Economic Realities (I927), p. 27I.

 I20 Howard Robinson, The Development of the British Empire (I923), pp. 288 ff.

 121 L. C. A. Knowles, The Economic Development of the British Over-Seas Empire

 (I924), pp. Xi, 24.

 122 "Zur Soziologie der Imperialismen," Archiv fur Sozialwissenschaft und Sozial-
 politik, Vol. XLVI, No. I (i9i8-i9). Hashagen ("Marxismus und Imperialismus,"
 op. cit., pp. 205, 2IO says that Schumpeter's theory was anticipated in i900 by
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 ing imperialism as the "objectless disposition of a state toward un-

 limited and violent expansion. "I23 Thus are excluded all those ac-

 tivities of a state, no matter how brutal or warlike, which follow

 for a limited time some well-defined, concrete purpose-the desire

 for national unity, better economic or material advantage, an

 outlet to the sea, etc. But the sort of activity which feeds upon

 itself and is an end in itself, and which does not coincide with its

 professed aims, he regards as the essence of imperialism.124

 At the outset Schumpeter declares that the socialist interpreta-

 tion is the most earnest attempt thus far at a solution of the

 problem of imperialism, and he admits that much is to be said for

 the Marxian method. He finds no objection to the notion that

 institutions may be interpreted in terms of the modes of produc-

 tion, in economic terms; but he objects to the particular slant the
 Marxians give to the economic interpretation of history, particu-
 larly to their relating of modern imperialism to the contemporary,

 capitalistic mode of production. Schumpeter regards imperialism,

 on the contrary, as very definitely related to much older forms of
 social and economic organization than capitalism.

 Franz Mehring, who held that capitalism at its highest point of development is
 openly opposed to imperialism. This is, of course, not the same as saying that indus-
 trial capitalism is indifferent or passive toward imperialism.

 Werner Sombart, in his Das Wirtschaftsleben im Zeitalter des IHoclkapitalismus
 (I928), pp. 66-69, has a theory of imperialism similar to that of Schumpeter. See,
 also, Walter Sulzbach, Nationales Gemeinschaftsgefiill und Wirtschaftliches Interesse
 (Leipzig, I929), chap. iii, "Der Imperialismus.")

 123 op. cit., p. 3.

 124 Ibid., p. i. Schumpeter admits that in many individual cases it may be difficult
 or impossible to tell whether activity is motivated toward concrete aims outside it-
 self or not; but he is only interested in establishing his principle, and not in individu-
 al cases (p. 2). He draws upon history by pointing to the imperialisms of ancient
 Egypt, Persia, Assyria, and Babylonia, as based on fanatical racial and religious
 hatreds, in which "war and conquest were not means, but ends." Once started,
 their war machines went along of their own weight, only guided by a self-perpetu-
 ating military theocracy whose normal function was war (pp. 27, 3i). German tribal
 expansions were generally an exception because the tribes ceased fighting when they
 attained their objects (pp. 31-32). Alexander's was a sort of personal imperialism,
 similar to, but not identical with, that of Caesar or Napoleon (p. 36). French history
 furnishes the best examples of the imperialism of absolute monarchies, resting on
 military power, and almost as all-pervading as the ancient Asiatic imperialisms (pp.
 275-76 ff.).
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 Throughout his historical survey Schumpeter finds evidence

 that there has been a constant tendency for imperialistic activity,

 bad as it has been even in modern times, to decline. Even the

 medieval type tended to disappear as it accomplished its purpose;

 while today it is not only necessary to adopt more "civilized"

 tactics than formerly but it is necessary to cloak such activity

 with idealistic motives and rationalizations. Ancient imperialism,

 on the other hand, was characterized by its ability to appeal un-

 adorned and unexcused.125 Despite its steady decline, however,

 imperialism has shown great survival qualities, and its appear-

 ance today is to be explained as an atavistic expression of forces

 which once could be explained as conditions of their environment

 but which are now not only foreign to their environment but con-

 flict with it. A purely capitalistic world could never give rise to

 the imperialistic impulse;126 and imperialism had its beginning be-

 fore, not after, the industrial revolution.127
 Historical research discloses three things to Schumpeter: First,

 that although imperialism is irrational and objectless-in spite

 of the fact that most wars were fought without any intelligible

 basis-it has played a great role in human history. Second, that

 this warlike disposition cannot be explained by reference to any

 pugnacious instinct, but should really be traced back to the exi-

 gencies of a past situation in which people had to go to war in order

 to survive. And third, that there are underlying factors which

 make it easy for those old dispositions and institutions to survive.

 Chief of these is the fact that ruling classes find such dispositions

 convenient for their own ends, as do also those individuals who

 have something to gain, be it economic or social, from fostering

 imperialism or war.128

 Schumpeter dwells at some length on the transition from the
 pre-capitalist to the modern period. The possibilities of producing

 for a general market, the growth of large-scale production, and

 the opportunity of reaping large profits, drew leading personalities

 into the industrial field and thus built up a powerful entrepreneur

 class which came to favor free trade and eventually brought the

 125 Ibid., pp. 275-76, 284. 127 Ibid., p. 284.
 126 Ibid., p. 287. 128 Ibid., pp. 282-83-
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 state to its side.I29 This group, as it became increasingly powerful

 and numerous, stamped its attitudes on the whole social fabric

 and thus created a new type, the bourgeois, which has tended to

 bring all other classes within the sphere of its influence.I30
 Freed of all the old restraints, of all the ancient fetters which

 had grown up under feudalism, industrial life developed into a

 society vastly different from the old. Democracy, individualism,

 and rationalism triumphed. Surplus energy, which formerly
 found an outlet in war, in an industrial society found its outlet in

 labor and industrial activity. Wars of conquest thus merely be-

 come unwelcome disturbers of the peace in such a society, for men

 have come from necessity to possess an unwarlike disposition.s'I
 Proof of this thesis is found in the following considerations:

 First, a capitalist society inevitably becomes an opponent of war,

 expansion, cabinet diplomacy, preparedness, and professional
 soldiery. It produces philosophical radicalism, fosters economic
 liberalism in general and free trade in particular. Second, strong

 peace parties spring up, so that, whereas the ancient imperialistic

 expansion needed no cloak whatever and medieval imperialism
 only a scanty one, modern imperialism can be anything but frank-
 ly aggressive. It must be cloaked in every sort of rationalization,
 in itself adequate proof of the popular tendency to oppose im-

 perialism. Even the word "imperialism" itself comes to be a term
 of reproach. Third, the working class is invariably opposed to

 imperialism. Fourth, in spite of powerful opposition, elaborate

 methods of preventing war have sprung up under capitalism-
 international conferences and agreements of all sorts. Fifth,
 countries like the United States, being least weighed down with
 pre-capitalist elements which make for imperialism, are least

 imperialistically inclined. Schumpeter regards it as significant
 that the movement for international disarmament originated in
 the United States, as did the idea of courts of arbitration.I32

 Schumpeter by no means pretends that factors of an imperial-
 istic nature are lacking in our "capitalistic" society, but he holds

 that many elements which are called "economic" are political, or

 I29 Ibid., p. 285. '3I Ibid., pp. 285-87.
 I3 Ibid., pp. 284-85. I32 Ibid., pp. 288-go.
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 non-economic, and pre-capitalist in origin. Take, for example,

 those most outstanding institutions commonly associated with

 imperialism-protective tariffs, cartels, trusts, and monopolies.133

 These, contends Schumpeter, are not necessary products of cap-

 italism. The capitalist mode of production clearly leads to large-

 scale production; but the cases where the tendency toward large-

 scale production is also a tendency toward unlimited industrial

 combination are very exceptional, for there are well-defined eco-

 nomic limits beyond which it does not pay to go. Since the rise of

 cartels and trusts cannot be explained by reference to the nature

 of the capitalist system, what does explain their development?

 The answer brings Schumpeter directly to his critique of those

 theories which make imperialism depend upon capitalism.

 In the first place, cartels and trusts can achieve their highest

 purpose, complete monopoly, only under the shelter of protective

 tariffs, but tariffs themselves do not spring spontaneously from a

 capitalistic society. In origin and nature they are political and

 pre-capitalist.134 They had their origin, as far as Europe is con-

 cerned, in the financial interests of the old feudal nobility. At

 first they were merely sources of income-a method of exploita-

 tion whose real character was gradually lost when tariffs came to

 be used for protection rather than for revenue. The effect of this

 use of the tariff for protection was to build up a large group of

 economic interests dependent upon the monarch, and ultimately

 to tie in the bourgeois class with the princely powers in such an

 intimate way that their behavior patterns were formed, and, once

 formed, were more or less permanent. These patterns of conduct

 therefore carried forward into the industrial revolution. But

 where capitalism was most rapid and successful in its growth, as

 in Holland and in England, protection tended to give way to free

 trade; while on the Continent capitalism never succeeded in com-

 pletely dominating the situation. Economic interests there re-

 mained dependent on the absolute state. The peasants and the

 Junkers were never absorbed by capitalism, with the result that

 a blend of capitalist and distinctly non-capitalist elements was

 33 Ibid., p. 295-

 '34 Ibid., pp. 302-3.
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 effected. And this, Schumpeter believes, is absolutely essential to

 an understanding of modern Europe.135

 The capacity of the princely and feudal elements to absorb the

 bourgeois and other elements is explained, thinks Schumpeter, by

 the very simplicity of their creed, by their absolute standards of

 true and false, by their stability and their gentility. The bour-

 geois class not only aped these cultural features of the nobility but

 became its willing ally and disciple. Thus was it disciplined, loyal-

 ized, nationalized, and finally imperialized by the prince. Having

 taken over the ideology of the princely tradition, even in democra-

 cies like France, the bourgeois demands soldiers. Just as the

 prince has to expect attack at any time, so the bourgeois ascribes

 warlike feelings to his neighbors. Thus the military tradition,

 which is particularly strong, turns into militarism when the army

 becomes a political power, which is very likely to happen when its

 officers are drawn from the ruling classes.

 The doom of imperialism is, of course, implicit throughout

 Schumpeter's diagnosis. It is destined, like all atavisms, eventu-

 ally to disappear. There is no room for it in a capitalistic world;

 but while it does last, it is only proof of the ancient truth that

 "immer die Toten tiber die Lebenden herrschen."136
 Needless to say, this sort of analysis seems utterly ridiculous to

 those who are already convinced that capitalism, by its very na-

 ture, produces such phenomena as imperialism. Even those who

 are inclined to agree that there is a conflict here between ancient

 behavior patterns and certain aspects of capitalism are dubious of

 any attempt to separate such dynamic forces by the "static"
 method used by Schumpeter. Adolf Lowe, for example, admits

 that the forces which direct the process of exchange toward im-

 perialism are of feudal origin and not a result of the process of pure

 exchange itself; but he holds that the social forces which operate

 in the world are an amalgamation working in the same direction

 and not merely coexisting elements battling for supremacy, as

 disclosed by static analysis. Only by regarding the process from

 the viewpoint of a broad social economy, says L6we, can the truth

 be known; and thus viewed, imperialism and capitalism are mov-

 135 Ibid., p. 306. 136 Ibid., pp. 306-i0.
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 ing together in the same direction-presumably toward socialism

 -and it is only a matter of logic to say that imperialist expansion

 is a phase or stage in this process.'37

 To many socialists such an analysis as that presented by

 Schumpeter is, in the words of Bukharin, absolutely untrue be-

 cause it explains everything, that is "it explains absolutely noth-

 ing." Or: "Imperialism is a policy of conquest. But not every

 policy of conquest is imperialism."'I38 Still others are likely to re-

 gard the theory as inadequate because it seems to stop at exactly

 the point where the real problem of modern imperialism, which

 appears to be anything but "objectless," begins.

 It has not been the purpose of this paper to add one more con-

 tribution to the definition of imperialism. Rather the purpose has

 been to call attention to the difficulties which have been encoun-

 tered in using and defining the term. From the first it has been a

 term to conjure with, and time has not lessened its usefulness as a

 Schlagwort. The farther the concept departs from its political con-
 notations the more ambiguous it becomes, despite the belief of

 many that it is thus being endowed with a scientific respectability

 by association with the economics of capitalism. The word "em-

 pire" itself, as a convenient name for political-territorial agglom-

 erations which have been deliberately called the Roman, Brit-

 ish, French, or German empire is at once convenient, useful, and

 harmless. Such political realities have to be called something, and

 Rome supplied the name-but Leviathan, or Reich, or many
 another name would have done as well.

 It is the dynamics of the process by which empires come into

 being that has called for analysis, and at this point confusion be-

 gins. The simultaneous appearance of great and dramatic forces
 is bound to suggest that some causal relation exists between them,

 and the attempt to relate capitalism and modern empire-building
 stands as one of the most notable endeavors to prove such a rela-

 '37 LUwe, "Zur 6konomischen Theorie des Imperialismus," Wirtschaft und Gesell-
 schaft (Festschrift fur Franz Oppenheimer, I924). Salzbach (op. cit., p. I28) holds

 that there are too many proofs that imperialism has a rational basis to argue that

 it is wholly atavistic.

 I3 Bukharin, op. cit., pp. II2, II4.
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 tionship. The Roman Empire, being far more dramatic than the

 simple economic system from which it drew sustenance and which

 it used for military and imperial ends, is unthinkable as the prod-

 uct of that system. And there seems to be no more valid reason

 for supposing that modern empires, in the process of becoming or

 in the throes of maintaining their existence, have done more than

 call upon the most effective economic system that has yet existed

 to lend them support. Nor does it seem likely that communism

 would refuse to employ the methods and follow the traditions of

 "imperialism" to gain its ends, that is, to use every economic

 means at its disposal.

 Empire-building is, by its very nature, competitive; and em-

 pires are relative. It is commonly assumed, however, that com-

 petition is of necessity and fundamentally economic, and pecul-

 iarly the essence of capitalism. But competition in the economic

 field is vastly different from competition in the political realm,

 and failure to realize this is the basis of most of the confusion

 which arises when writers undertake to fuse the economic and

 the political. The capitalistic order, despite its imperfections and

 maladjustments, is essentially co-operative. The division of la-

 bor, which characterizes it, would be impossible were this not true.

 Political competition, on the other hand, is not in itself co-

 operative. There are no "even exchanges," or fundamental divi-

 sions of labor as a condition of efficiency, such as underlie econom-
 ic competition, but a tendency toward exclusiveness. When po-

 litical rivalry takes the form of nationalism, or imperialism, or

 militarism, the truth of these observations becomes evident. And

 when political rivalry, in whatever form it takes, makes use of

 economic forces, it is easy to forget the former, in which person-

 alities and political forms are highly transient, and see only the
 latter, which seem so much more tangible and permanent. Thus

 it is easy to identify the political and the economic; and economics

 not only becomes another word for politics, but capitalism be-

 comes identified with imperialism. It is as absurd, however, to try

 to identify capitalism with imperialism as it would be to try to
 identify the "handicraft" or the "domestic" methods of produc-

 tion with contemporary political forms.
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 As regards the various concepts so commonly used in "explain-

 ing" imperialism, they are either wholly fallacious or beside the

 point. The suggestion for remedying "economic" imperialism by

 keeping the surplus of goods or capital at home in order to culti-

 vate more intensively the domestic resources not only assumes

 that in some mysterious way an industrial society can expand in-

 definitely on a given quantity of resources so long as they are

 utilized intensively but assumes that it would pay it better to do

 so under all circumstances. But if the law of diminishing returns

 means anything, it means that there must be a balance between

 the intensive and the extensive margin of the utilization of re-
 sources; and if experience proves anything, it is that vast modern
 industrial societies owe their very existence to "outside" resources

 and markets.

 It is also invariably assumed that surplus production appears
 first and that the search for markets follows. It is far more likely,

 however, that the reverse is nearer the truth (if one must have a

 cause-and-effect relationship of this sort), and that industries seek
 wider markets in order to be able to expand their own productive

 capacity and thereby produce their "surpluses" at the lowest

 possible cost.'39 The chief impediment to industrial rationaliza-
 tion which agitates the world so much these days is admittedly
 the lack of broad markets. The problem is to widen the market,

 by abolishing tariff walls or by opening up new areas, so that al-
 ready established industry can produce to the limit of its existing

 capacity.
 Reference is often made in the theoretical writings on imperial-

 ism to "commercial," "industrial," and "financial" capital, and to

 the roles played by each in the various stages of capitalism.

 Viewed historically, such a division into stages has some meaning,

 particularly when it is desired to emphasize that "commerce dom-
 inated industry" in the days before the rise of the modern factory

 system, with its vast possibilities in the realm of industrial pro-
 duction, while today industry dominates commerce. But when

 such methodology turns into a contrast between financial capital

 39 Cf. A. A. Young, "Increasing Returns and Economic Progress," Economic
 Journal, December, I928.
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 and industrial capital under capitalism, as if one desired a peace-

 ful policy and free trade, while the other naturally tends toward

 war, protective tariff barriers, and imperialism, the variance with

 facts becomes too great. Finance and industry, credit and enter-

 prise, go hand in hand, and constitute the very essence of the cap-

 italist system, and only become meaningless under any attempt

 to divide or contrast them. Banks, industry, and commerce have

 too high a degree of mutual obligations and common purpose to

 make the question of "domination," so often stressed, a signifi-

 cant one.

 But these, after all, are minor questions in the theory of im-

 perialism. So, also, are quibbles as to under what conditions cap-

 ital exports, military occupations, mandates, customs receiver-

 ships, zones of influence, concessions-in short, all the elements of
 international intercourse-are "imperialistic" and when not. All

 of these issues rest on the assumption that capitalism has some

 necessary and active part in carrying imperialism, or empire-

 building, to the ends of the earth. When the question is squarely
 faced, which can be done only when capitalism itself is properly

 understood, the way is opened for the suggestion that imperialism
 may have been the active agent, using capitalism for its own ends,

 and, in so doing, carrying it with it.
 Viewed in this way, most of the "issues" take their place for

 what they are-political issues. This, of course, does not solve the
 problems as particular difficulties which it may be highly desir-

 able to push toward solution. But it does go a long way toward
 putting them where they belong, and removes the onus from

 capitalism and economics, where it does not belong.

 E. M. WINSLOW
 TUFTS COLLEGE
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