



























































ASPECTS OF U.S. IMPERIALISM

the volume of military contracts and 25 firms account for more
than half of such contracts, a large part of this business is dis-
tributed to other businesses that supply these chief contractors.*®
Thus, as we saw in Table IV, the primary nonferrous metal
manufacturers who receive very few direct military contracts
nevertheless get over 22 percent of their business from military
demand. And, third, because of the rich growth potential and
other advantages of the military and foreign-oriented businesses,
the postwar merger movement among industrial giants has in-
termingled the typically domestic with the typically outer-
market directed business organizations. The most unlikely-seem-
ing business organizations are today planted with both feet in
foreign and military business. We see, for example, traditional
preducers of grain mill products and of plumbing and heating
equipment acquiring plants that make scientific instruments;
meat packing firms buying up companies in the general in-
dustrial machinery field, and many other cross-industry mergers.

The concentration of economic power, so much part of
the domestic scene, shows up in even stronger fashion in the
field of foreign investment. The basic available data on this
are taken from the 1957 Census of foreign investments. (See
Table V.) These data refer only to direct investments and do
not include portfolio investments or such economic ties as are

TABLE V

U.S. DIRECT FOREIGN INVESTMENT
BY SIZE OF INVESTMENT (1957)

Value of Number Percent of

Direct Investment of Total

by Size Classes Firms U.S. Investment

$100 million and over 45 57

$ 50-100 million 51 14

$ 25- 50 million 67 9

$ 10- 25 million 126 8

$ 5- 10 million 166 5
Total 455 93

Source: United States Business Investments in Foreign Countries, U.S.
Dept. of Commerce, 1960, p. 144.
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created by the licensing of patents, processes, and trademarks.
We note from this table that only 45 firms account for almost
three fifths of all direct foreign investment. Eighty percent of
all such investment is held by 163 firms. The evidence is still
more striking when we examine the concentration of investment
by industry:

No. of Percent of Total
Industry Firms Assets Held
Mining 20 95
Oil 24 93
Manufacturing 143 81
Public Utilities 12 89
Trade 18 83
Finance and Insurance 23 76
Agriculture 6 83

These data are shown from the viewpoint of total United
States foreign investment. If we examined the situation from
the angle of the recipient countries, we would find an even
higher degree of concentration of United States business ac-
tivities. But from either perspective, the concentration of foreign
investment is but an extension of domestic monopolistic trends.
The latter provide the opportunity to accumulate the wealth
needed for extensive foreign investment as well as the impetus
for such investment.

The question of control is central to an understanding of
the strategic factors that determine the pattern of foreign in-
vestment. In its starkest form, this control is most obvious in
the economic relations with the underdeveioped countries—
in the role of these countries as suppliers of raw materials for
mass-production industries and as a source of what can properly
be termed financial tribute.

Let us look first at the distribution of foreign investment as
shown in Table VI. We see here two distinct patterns. In Latin
America, Asia, and Africa, the majority of the investment is
in the extractive industries. Although Canada is an important
source of minerals and oil, only 35 percent of United States in-
vestment is in these extractive industries, with 45 percent go-
ing into manufactures. The investment in extractive industries
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Industry

Mining
Petroleum
Manufacturing
Public Utilities
Trade

Other

Total

TABLE VI

PERCENT DISTRIBUTION OF DIRECT FOREIGN INVESTMENT

BY AREA AND INDUSTRY, 1964
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All Latin
Areas Canada Europe America Africa Asia Oceania
80%  121%  04% 126%  219%  11% 63%
324 23.4 25.6 359 51.0 65.8 28.1
38.0 44.8 54.3 24.3 13.8 17.5 54.1
4.6 3.3 0.4 5.8 0.1 1.8 0.1
8.4 5.8 12.2 10.7 5.7 7.8 5.5
8.6 10.6 7.1 10.7 7.5 6.0 5.9
100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Calculated from data in Survey of Current Business, September 1965, p. 24.



m Europe is minimal: the data on petroleum represent re-
fineries and distribution, not oil wells.

The economic control, and hence the political control when
dealing with foreign sources of raw material supplies, is of
paramount importance to the monopoly-organized mass pro-
duction industries in the home country. In industries such as
steel, aluminum, and oil, the ability to control the source of
raw material is essential to the control over the markets and
prices of the final products, and serves as an effective safety
factor in protecting the large investment in the manufacture
and distribution of the final product. The resulting frustration
of competition takes on two forms. First, when price and dis-
tribution of the raw material are controlled, the competitor’s
freedom of action is restricted; he cannot live very long with-
out a dependable source of raw materials at a practical cost.
Second, by gobbling up as much of the world’s resources of
this material as is feasible, a power group can forestall a weaker
competitor from becoming more independent as well as dis-
courage possible new competition. How convenient that a
limited number of United States oil companies control two
thirds of the “free world’s” oil!"’

At this level of monopoly, the involvement of business in-
terests with United States foreign policy becomes ever more
close. The assurance of control over raw materials in most
areas involves not just another business matter but is high on
the agenda of maintaining industrial and financial power. And
the wielders of this power, if they are to remain in the saddle,
must use every effort to make sure that these sources of supply
are always available on the most favorable terms: these foreign
supplies are not merely an avenue to great profits but are the
insurance policy on the monopolistic position at home.

The pressure to obtain external sources of raw materials
has taken on a new dimension during the past two decades,
and promises to become increasingly severe. Even though United
States business has always had to rely on foreign sources for a
number of important metals (e.g., bauxite, chrome, nickel,
manganese, tungsten, tin), it has nevertheless been self-reliant
and an exporter of a wide range of raw materials until quite
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recently. This generalization has been a mainstay of those who
argued that U.S. capitalism had no need to be imperialistic.
But even this argument, weak as it may have been in the past,
can no longer be relied on. The developing pressure on natural
resources, especially evident since the 1940’s, stirred President
Truman to establish a Materials Policy Commission to define
the magnitude of the problem. The ensuing commission report,
Resources for Freedom (Washington, D.C., 1952), graphically
summarized the dramatic change in the following comparison
for all raw materials other than food and gold: at the turn
of the century, the U.S. produced on the whole some 15 per-
cent more of these raw materials than was domestically con-
sumed; this surplus had by 1950 turned into a deficit, with
U.S. industry consuming 10 percent more than domestic pro-
duction; extending the trends to 1975 showed that’'by then
the overall deficit of raw materials for industry will be about
20 percent.

Perhaps the awareness of this development was a con-
tributing factor to President Eisenhower’s alerting the nation
to the unity of political and economic interests in his first
inaugural address (January 20, 1953): “We know . . . that
we are linked to all free peoples not merely by a noble idea but
by a simple need. No free people can for long cling to any
privilege or enjoy any safety in economic solitude. For all our
own material might, even we need markets in the world for the
surpluses of our farms and our factories. Equally, we need for
these same farms and factories vital materials and products of
distant lands. This basic law of interdependence, so manifest
in the commerce of peace, applies with thousand-fold intensity
in the event of war.”

As is so often the case, economic interests harmonize com-
fortably with political and security goals, since so many of the
basic raw materials are considered essential to effective war
preparedness. Quite understandably the government makes its
contribution to the security of the nation as well as to the se-
curity of business via diplomatic maneuvers, maintenance of
convenient military bases in various parts of the world, military
aid to help maintain stable governments, and last but not least
a foreign aid program which is a fine blend of declared hu-
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manitarian aims about industrialization and a realistic apprecia-
tion that such progress should not interfere with the ability of
supplying countries to maintain a proper flow of raw materials.
To do a real job of assuring an adequate supply of raw ma-
terials in the light of possible exhaustion of already exploited
deposits, and in view of possible needs for missiles and space
programs, the government can make its greatest contribution
by keeping as much of the world as possible “free” and safe
for mineral development. Clarence B. Randall, president of
Inland Steel Co. and adviser on foreign aid in Washington,
comments on the fortunate availability of uranium deposits in
the Belgian Congo as the atom bomb was developed: “What
a break it was for us that the mother country was on our
side! And who can possibly foresee today which of the vast
unexplored areas of the world may likewise possess some unique
deposit of a rare raw material which in the fullness of time our
industry or our defense program may most urgently need?”®

The integration of less developed capitalisms into the world
market as reliable and continuous suppliers of their natural re-
sources results, with rare exceptions, in a continuous dependency
on the centers of monopoly control that is sanctified and ce-
mented by the market structure which evolves from this very
dependency. Integration into world capitalist markets has al-
most uniform effects on the supplying countries: (1) they de-
part from, or never enter, the paths of development that
require independence and self-reliance; (2) they lose their
economic self-sufficiency and become dependent on exports for
their economic viability; (3) their industrial structure becomes
adapted to the needs of supplying specialized exports at prices
acceptable to the buyers, reducing thereby such flexibility of
productive resources as is needed for a diversified and growing
economic productivity. The familiar symptom of this process
is still seen in Latin America where, despite industrialization
efforts and the stimulus of two world wars, well over 90 percent
of most countries’ total exports consists of the export of agri-
cultural and mineral products.” The extreme dependence on
exports, and on a severely restricted number of export products
at that, keeps such economies off balance in their international
economic relations and creates frequent need for borrowing.
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Debt engenders increasing debt, for the servicing of the debt
adds additional balance of payments difficulties. And in all
such relations of borrowing and lending, the channels of inter-
national finance are in the hands of the foreign investors, their
business associates, and their government agencies.

The chains of dependence may be manipulated by the
political, financial, and military arms of the centers of empire,
with the help of the Marines, military bases, bribery, CIA
operations, financial maneuvers, and the like. But the material
basis of this dependence is an industrial and financial structure
which through the so-called normal operations of the market-
place reproduces the conditions of economic dependence.

A critical element of the market patterns which helps
perpetuate the underdeveloped countries as dependable sup-
pliers of raw materials is the financial tribute to the foreign
owners who extract not only natural resources but handsome
profits as well. The following comparison for the years 1950-
1965 is a clear illustration of the process and refers to only one
kind of financial drain, the income from direct investments
which is transferred to the United States:*°

(Billions of Dollars)
Latin All other

Europe Canada America Areas
Flow of direct invest-
ments from U.S. $8.1 $6.8 $3.8 $5.2
Income on this capital
transferred to U.S. 5.5 59 11.3 14.3
Net +$2.6 +$ 9 -$75 -$9.1

In the underdeveloped regions almost three times as much
money was taken out as was put in. And note well that besides
drawing out almost three times as much as they put in, investors
were able to increase the value of the assets owned in these
regions manifold: in Latin America, direct investments owned
by United States business during this period increased from
$4.5 to $10.3 billion; in Asia and Africa, from $1.3 to $4.7

billion.
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The contrasting pattern in the flow of funds to and from
Europe indicates a post-Second World War trend. The rapid
growth of investment in Europe was in the manufacturing and
ofl refining fields. The developments in foreign investment in
manufacturing are closely related to the normal business drive
to (a) control markets and (b) minimize costs of production.
The methods used will vary according to the industry and the
conditions in each country. The main factors involved in relying
on capital investment instead of relying on export trade are:

(1) If the profit rate obtainable by manufacturing
abroad is greater than by increasing domestic production.

(2) If it facilitates getting a larger and more secure share
of a given foreign market.

(3) If it enables taking advantage of the channels of ex-
port trade of the country in which investment is made. Thus,
United States business firms in England account for 10 percent
of Britain’s exports.”*

(4) If it is possible to pre-empt a field of industry based
on new technological developments, usually protected by ex-
ercise of patent rights. But the most dramatic development of
our times is the spread of United States industry into the
computer, atomic energy, and space technology activities of
industrialized countries. The rapid spread of these fields is
motivated, to be sure, by immediate profit opportunities. But
it most likely also has the aim of helping to maintain, and
get full advantage of, the technical edge United States business
now has as a result of the vast investment made by the United
States govemnment in research and development. The dominant
position in this technology may be decisive in achieving wider
control of the rest of the economy, when and if the new tech-
nology becomes the key to the productive forces of a society.

Such investment as is made by United States capital in
manufacturing in underdeveloped countries occurs primarily in
Latin America, where the percentage of total United States
investment in the field of manufacturing is 24 percent. This
investment is mainly in light manufacturing industry, including
the processing of native food materials. Manufacturing opera-
tions in the durable goods field, such as autos, takes the form
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of assembly plants. This guarantees the export market of
components and parts. It also contributes to stabilizing the
market for these United States products. It is much casier for
a country faced with severe balance of payments difficulties to
prohibit imports of a luxury product then to eliminate the im-
pert of raw materials and assembly parts which will create un-
employment and shut down local industry.

The postwar foreign economic expansion of United States
manufacturing firms has resulted in the transformation of many
of the giants of United States business into 2 new form of multi-
national organizations. The typical international business firm
is no longer limited to the giant oil company. It is as likely to
be a General Motors or a General Electric-—with 15 to 20 per-
cent of its operations involved in foreign business, and ex-
ercising all efforts to increase this share. It is the professed
goal of these international firms to obtain the lowest unit pro-
duction costs on a world-wide basis. It is also their aim, though
not necessarily openly stated, to come out on top in the merger
movement in the European Common Market and to control as
large a share of the world market as they do of the United
States market. To the directors of such organizations the “‘one-
ness” of economic and national interests is quite apparent. The
president of General Electric put it succinctly: “I suggest we
will perceive: that overriding both the common purposes and
cross-purposes of business and government, there is a broader
pattern—a ‘consensus’ if you will, where public and private
interest come together, cooperate, interact and become the
national interest.”’**

Needless to stress, the term ‘“‘private interest” refers to
private enterprise. Another officer of this corporation grapples
with the identity of the private and national interest: “Thus,
our search for profits places us squarely in line with the national
policy of stepping up international trade as a means of strength-
ening the free world in the Cold War confrontation with
Communism.”?

Just as the fight against Communism helps the search for
profits, so the search for profits helps the fight against Com-
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munism. What more perfect harmony of interests could be
imagined?
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This essay was originally published in the November 1966 issue
of Monthly Review. It has now been incorporated as part of a
more thorough study of the subject and published in The Age of
Imperialism, by Harry Magdoff. We urge you to continue your
study by reading the book; in addition to this essay, the book
includes essays published in later issues of Monthly Review and

a new chapter available only in the book, which has been issued in
paperback at $1.95.

You may order the book from:

Monthly Review Press 116 West 14 Street New York NY 10011
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larly. For sample copies of the review and a list
of our articles, write:

Bay Area Radical Education
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491 Guerrero St.
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