Chapter 5

The Rise of The Modern World
This chapter tells the story of the early beginnings of the modern world, which had as its centerpoint the rise of the capitalist mode of production as the dominant form of economic life.  Closely associated with the rise of capitalism was the emergence of increasingly large-scale and powerful nation-states and the rise of an international system of states.  In order to understand why these evolutionary events occurred we need to understand a long-term trend in the development of economic markets.  

THE EMERGENCE OF ECONOMIC MARKETS
That economic institution known as the market exists when people offer goods and services for sale to others in some more or less systematic and organized way. It is important to distinguish between the terms market and marketplace. A marketplace is a physical site where goods and services are brought for sale and where buyers assemble to purchase these goods and services. In precapitalist societies, marketplaces are physical sites found at a small number of designated locations within the society. But in modern capitalism, the marketplace is “diffuse,” that is, spread pervasively throughout society. The market, by contrast, is not a physical place but a social institution, or a set of social relationships organized around the process of buying and selling valuables.

Societies in Relation to the Market

Paul Bohannan and George Dalton (1962) have distinguished three kinds of societies with respect to their relationship to the market: marketless societies, peripheral market societies, and market-dominated societies.

Marketless societies have neither markets nor marketplaces. Although there may be a few economic transactions based on buying and selling, these are casual and few and far between. Since marketless societies have no markets, subsistence is not provided by market principles, but by the mechanisms of reciprocity or redistribution. The !Kung, the Kaoka-speakers, and the Yanomama are marketless societies, as are indeed the vast majority of hunter-gatherer and horticultural groups.

Peripheral market societies have marketplaces but market principles clearly do not serve to organize economic life. In such societies, people may frequently be involved in marketplace activity, either as buyers or sellers, but this activity is a very secondary economic phenomenon. People do not receive their subsistence through marketplace activities, but through reciprocity, redistribution, and expropriation. In peripheral market societies, “most people are not engaged in producing for the market or selling in the market, or those who are so engaged are only part-time marketers” (Bohannan and Dalton, 1962:7).

Peripheral markets are found quite frequently among intensive horticulturalists, and almost universally in agrarian societies. The Aztecs, highly intensive horticulturalists who dominated Mexico during the fifteenth and sixteenth centuries, had peripheral markets of considerable scope and significance (Beals and Hoijer, 1971). In each city throughout the Aztec empire there existed large markets, and these markets were connected to each other and to the Aztec capital city of Tenochtitlán by a system of traveling merchants known as pochtecah (Hassig, 1985). A huge market located in a suburb of Tenochtitlán took place every fifth day. Potential buyers came to this market from miles around to buy the many and varied goods that were offered in it: gold, silver, jewels, clothing, chocolate, tobacco, hides, footwear, slaves, fruits and vegetables, salt, honey, tools, pottery, household furnishings, and many other items.

Peripheral markets were also significant in medieval Europe (Heilbroner, 1985). Markets in the small cities of medieval Europe were places where peasants would bring some of their harvests for sale. Merchants and artisans who lived in these cities, however, were more important to the life of the marketplace. These merchants and artisans manufactured goods to be sold in the markets and made their livings from such sale. Medieval Europe also had a special kind of marketplace activity known as a fair, which flourished in the thirteenth and fourteenth centuries (Abu-Lughod, 1989). This was a type of traveling market, held usually once a year, to which merchants from all over Europe came to sell their products. The fair combined social holiday, religious festival, and intense economic activity. At some of these fairs, merchants brought a considerable variety of products for sale, such as silks, horses, drugs, spices, books and parchments, and many other items (Heilbroner, 1985).

Market-dominated societies have both markets and marketplaces (i.e., “diffuse” marketplaces), and the market principle – the principle of buying and selling goods according to the forces of supply and demand – governs all important decisions concerning production, distribution, and exchange. In these societies, various types of reciprocity and redistribution may be found, but they are of very minor significance indeed. The only genuine market-dominated societies are those characterized by modern capitalism, whose emergence we shall begin to look at shortly.

Aspects of the Market in Preindustrial Societies

In preindustrial (or precapitalist) societies in which manufacturing occurs as a substantial economic activity, it is usually a small-scale undertaking, generally confined to the homes of artisans or to a few small shops located in the marketplaces (Sjoberg, 1960). Even the largest workshops in precapitalist societies would be quite small by modern standards of manufacturing. With no mass market for goods, and thus strict limits upon the formation of capital, productive units must necessarily remain small.

Precapitalist forms of specialization occur relative to the product rather than the production process. Each craftsman fashions an entire product himself, from beginning to end. As Gideon Sjoberg notes, “Specialization in product is often carried to the point that the craftsman devotes his full time to producing items made from a particular raw material; thus we have goldsmiths, coppersmiths, silversmiths, silk weavers, wool weavers, and so on, each with their own guild” (1960:197). In addition, the precapitalist craftsman typically functions as his own merchant in selling the final product.

In virtually all large-scale precapitalist societies with significant manufacturing sectors, craftsmen and merchants are organized into work organizations known as guilds. Guilds are specialized by occupation; they include as their members all persons who perform the same occupation or highly specialized branch of an occupation. Sjoberg (1960), for instance, lists the following guilds in just one precapitalist city, Beijing in the 1920s: carpenters (Sacred Lu Pan Society), shoe fasteners (Sewers of Boots and Shoes Guild, or Double Thread Guild), tinkers (Clever Stove Guild), clock stores (The Clock Watch Commercial Guild Association), leather stores (Five Sages Hide and Skins Guild), vegetable merchants (Green or Fresh Vegetable Guild), barbers (Beautify the Face Guild), and waiters (Tea Guild).

The most important function of guilds is creating and maintaining a monopoly over a specific type of economic activity: “The right to pursue almost any occupation concerned with manufacturing or trade, or even services, is possible only through membership in the guild that controls it” (Sjoberg, 1960:190). In exercising their monopolistic control over occupations, guilds engage in a variety of activities. As Sjoberg points out, they determine the selection of personnel for an occupation; train members for their work, usually through a master-apprentice relationship; set standards of workmanship for their members; control the output generated by their members; protect their members from excessive restrictions that might be placed upon them by governmental or religious bodies; and assist their members in establishing shops or purchasing the raw materials they need to complete their work.  Clearly guilds play a crucial role in the lives of precapitalist craftsmen and merchants. Indeed, they are roughly comparable in their basic aims to our modern-day labor unions and business and professional organizations.

What about price determination?  In modern capitalism, prices for goods and services are determined by abstract supply and demand forces. Individuals may expect to go into stores and find fixed prices already attached to items. It has generally been understood that prices in precapitalist settings are usually not established in this way, but are set by what is called haggling. Haggling occurs when a potential purchaser asks a merchant how much he wants for an item, the merchant replies, and then the purchaser offers a counterprice, which is usually much lower than that mentioned by the merchant. The seller and buyer then negotiate (haggle over) the price until eventually an agreement is reached or the buyer leaves in disgust. Haggling is often the typical mode of price determination in societies where mass markets do not exist and thus where sellers and buyers have little “knowledge of the market” for any given item. In addition, since haggling can take up large amounts of time, time must not be a valuable and scarce resource, as it is in modern capitalism. Therefore, haggling can only occur in settings in which people are seldom in a hurry to accomplish their everyday tasks (Sjoberg, 1960).

The question of the degree to which precapitalist economies are “rationally” organized is also a crucial one.  Modern capitalism is a supremely rational type of economic system in the sense that there are a variety of sophisticated techniques used in the conduct of business – techniques designed to maximize economic productivity and growth. Thus, modern capitalists use advanced forms of accounting, finance, workplace organization, and marketing in the conduct of their business activity, and these procedures are crucial to their success. In precapitalist markets, however, such a rational organization of economic activity has generally been thought to be typically absent (Sjoberg, 1960). This nonrationality (not to be confused with “irrationality”) of economic activity is expressed in numerous ways. For one thing, artisans and merchants commonly do not adhere to fixed work schedules closely regulated by the clock. On the contrary, they often start work at different hours in the morning and stop work at different times later in the day, according to the nature of other noneconomic activities in which they are engaged. In addition, precapitalist manufacturing is normally characterized by little synchronization of effort. Workers in one sector of manufacturing have little knowledge of what is happening in other sectors, and they make little if any effort to coordinate their activities with the activities being undertaken in these other sectors. Finally, the marketing of goods in precapitalist societies is generally subject to little standardization. For example, merchants seldom grade or sort their products, and there is little standardization of weights and measures. As Sjoberg notes, this lack of standardization is linked to the absence of a mass market and thus to the highly personalized nature of market activity.

Some Qualifications: Precapitalist Commercialism and Its Growth

Yet no sooner have we stated these traditional perspectives than we have to qualify them. Kajsa Ekholm and Jonathan Friedman (1982), for example, have suggested that market activities have played a much greater role in earlier societies than has generally been recognized. They oppose the traditional division of “the world’s history into distinctive market/nonmarket or capitalist/pre-capitalist systems,” and maintain the “point of view that there exists a form of ‘capitalism’ in the ancient world” (1982:87-88). In other words, Ekholm and Friedman object to the very conceptualization of peripheral market societies, or at least claim that this conceptual category does not apply as broadly as ordinarily thought.

Ekholm and Friedman do not claim that there are no differences between ancient societies and modern capitalism; they argue simply that the differences are less great than we have been taught to believe. Other scholars go even further. Barry Gills and Andre Gunder Frank (1992), for example, suggest that there has been extensive commercial activity in many agrarian societies over the last 5,000 years, and that the shift to modern capitalism in the sixteenth century was less radical than is usually thought. They believe that the extent of markets and commercialism over the last few millennia has been greatly underestimated. Gills and Frank rely on studies of precapitalist markets by such social scientists as Morris Silver (1985), Philip Kohl (1978, 1989), and Joan Oates (1978). These scholars show that in ancient agrarian societies there frequently existed large-scale markets, including price-setting markets regulated by supply and demand; private warehouses stocked with goods; merchant middlemen; extensive investment in capital goods; large-scale trade networks; strong profit motives; and the accumulation of capital. Indeed, some societies – the Phoenicians of the late second and early first millennia B.C.E., for example, or the Italian city-states of the thirteenth and fourteenth centuries C.E. – were highly specialized for trade and overwhelmingly dependent on it.

Gills and Frank make an extremely important point, and it has become increasingly clear in recent years that the traditional view of the limited significance of markets in the precapitalist world must be strongly qualified. Market behavior and institutions were rarely if ever dominant in precapitalist societies, but in many of them, especially the more advanced agrarian ones, market activities played an important role. Indeed, since about 5000 B.P. there has been an important process of expanding world commercialization (Sanderson, 1994b). The existence of such a process is indicated by growth in the size and density of trade networks, as well as by increases in the number of large cities and the size of these cities. In the first few centuries after 5000 B.P. most trade networks were relatively small and a limited quantity of goods passed through them. Trade networks were either local or, at best, regional in scope. By about 2200 B.P. – in the early beginnings of the ancient Roman world – there had emerged a large-scale trade network stretching all the way from China through the Middle East to Mediterranean Europe (Curtin, 1984). This was a trade network obviously spread over a large portion of the world, and a much greater quantity of goods passed through this network than anything seen in the local or regional trade networks of earlier times. By about C.E. 1000 trade networks had become even more extensive and with a still greater volume of trade (McNeill, 1982; Wilkinson, 1992). The growth of cities tells the same story. In 4250 B.P. there were only 8 cities in the world with populations greater than 30,000, but by 2430 B.P. there were 51 cities of this size, together totalling 2,877,000 in population. After a decline in cities following the fall of Rome, the process of urbanization accelerated once again. By C.E. 1000 there were 70 cities having populations between 40,000 and 450,000 (totalling 5,629,000), and by C.E. 1500 there were over 75 cities with populations between 45,000 and 672,000 (totalling 7,454,000) (Wilkinson 1992, 1993).

It is clear, then, that the traditional view of precapitalist market and commercial behavior cannot stand unchallenged. Commercialism was frequently of considerable importance in the precapitalist world, and it grew steadily in importance over a period of some 4,500 years. Moreover, the growth of world commercialization had major implications, for it contributed decisively to the massive takeoff into modern capitalism that began in sixteenth-century Europe. Indeed, without acknowledging this long-term process of world commercial expansion, it is not possible to explain the emergence of the modern capitalist world.

THE ORIGINS OF MODERN CAPITALISM
Perhaps the greatest social transformation in world history was the European transition to the capitalist mode of production beginning in the sixteenth century. During this period there was also a relatively independent process of capitalist development in Japan. What kind of economic system preceded capitalism?

European Feudalism
The system of economic life that prevailed in western Europe from approximately the collapse of the Roman Empire until the advent of modern capitalism was known as feudalism. Feudalism was especially characteristic of France, Germany, and the British Isles, although it existed in other parts of western Europe as well. The basic unit of economic production under feudalism was the manor. The manor was overseen by a powerful feudal landlord and cultivated by numerous peasants. The average peasant held perhaps as many as 30 acres of land on which he lived and that he cultivated for his own living. The land held directly by the lord for his own use was known as the demesne. As seen earlier, the relationship between lord and peasant was a highly unbalanced and exploitative one. The peasant owed the lord so many days of work on the demesne, and he also had to pay dues of various sorts. For instance, he often rendered certain food products and paid certain fees, such as those exacted by the lord when the peasant used his winepress, his oven, or his grinding mill. Just how different the feudal system was from modern industrial society can be seen in the following remarks about feudalism by Douglass North and Robert Thomas (1973:11):

The customs of the manor became the unwritten “constitution,” or the fundamental institutional arrangement of an essentially anarchic world, most properly viewed as small isolated settlements, frequently in the lee of a fortified place and surrounded by wilderness. The wooden or earth castle, the knight, and the relatively self-sufficient manor had emerged as the most viable response to the collapse of order and the recurrent invasions of Norsemen, Moslems, and Magyars. While the terror of foreign marauders had declined by the middle of the tenth century, the land seethed with continual warfare and brigandage as the power of local lords waxed and waned. Feudalism provided a measure of stability and order in this fragmented world. . . . 

Commerce between different parts of Europe had always been potentially of mutual benefit, since the variety of resources and climatic conditions induced differentiation of crops and livestock. But trade had been sporadic because so many dangers within the wilderness beset the traveling merchant. 

Commercial Expansion and the Decline of Feudalism
But as the feudal system wore on in the countryside, it was gradually confronted by the growth of towns. Sometime after C.E. 1000, and especially after 1100, parts of the continent of Europe began to undergo significant commercial expansion centered in the towns (Lopez, 1971; Cipolla, 1993). Existing towns grew, often quite rapidly, and new towns sprung up throughout Europe (Cipolla, 1993).  Urban society was expanding at the expense of the countryside, and so much so that Carlo Cipolla (1993) remarks that the urban growth of the eleventh to thirteenth centuries marked a “turning point of world history.”  Cipolla goes on to note that the European towns of this period were different in some crucial respects from the towns of other civilizations, such as China, the Byzantine Empire, or the ancient Greek and Roman world.  The merchants and craftsmen of these towns held a socially inferior position, as they have in almost all agrarian civilizations.  The ideals of the landlord classes and of rural life dominated and submerged the ideas of the urban classes, and towns were simply organs within a larger overwhelmingly rural organism.  The towns of late medieval Europe, on the other hand, enjoyed considerably more economic and social independence.  In the words of Cipolla (1993:120-121),

 The medieval city was not just part of a larger organism, but an organism in itself, proudly autonomous and clearly separated from the surrounding countryside.  Physically, the city was separated from the countryside by walls, moat, and gates.  More important than that, the city was another world from a legal point of view, too.  When a person passed through the gates of a city, he became subject to different laws, as when today we cross the border from one country to another.  The contrast was as sharp in cultural as in economic terms.  The merchants, the professionals, the craftsmen who lived in the towns did not acknowledge the control of the rural world or its cultural values; on the contrary, they evolved their own culture and their own values.  The emergence of European towns in the eleventh to thirteenth centuries was not a spin-off of regional evolution.  It was rather the expression of a cultural and social revolution which was based in the towns.  The champions of the rural-feudal establishment were well aware of this, and they did not hide their indignation.


It was the growth in the number and size of these towns, and the growing conflict between the urban merchant classes and the rural landlord classes, that began to spell the end of the old feudal system and that paved the way for the emergence of a capitalist mode of production after the fifteenth century.  But before we discuss the rise of capitalism and its eventual dominance of economic life, we need to consider what capitalism as a mode of economic life is.  

The Nature of Capitalism

There has been considerable debate concerning exactly when capitalism began; the answer given is usually a matter of how capitalism is defined, and here there is debate as well.  History’s most famous student of the capitalist system was Karl Marx.  For Marx, capitalism was a type of economic system in which some individuals owned vital productive resources that they used in an effort to make the maximum profit. These individuals, whom Marx referred to as the bourgeoisie (or capitalists), employed another group of persons, whom Marx called the proletariat (or working class), who through their labor produced goods that the capitalists could exchange in the market for a profit. The capitalist was able to earn a profit because he paid the worker less than the full value of the goods that the worker produced. Marx argued that the profits of the capitalist did not arise through the simple process of the exchange of goods – through mere buying and selling. Rather, profits were generated through the process of production itself, and the act of selling goods only served to realize the profits that were already there in the creation of the product by the worker.

In Marx’s view, then, capitalism required the existence of a class of workers who sold their labor power – their capacity to work – to capitalists for wages. Only through the exploitation of workers by capitalists in the wage relationship could profits be generated. Marx thus identified the beginnings of the capitalist mode of production with the Industrial Revolution in England in the middle of the eighteenth century, because it was not until this time that wage labor and the factory system became prominent economic phenomena.

Of course, Marx was well aware that the vigorous search for profits began in western Europe long before the Industrial Revolution. Beginning as early as the late fifteenth century, some European nations embarked on colonial expeditions in which the search for profits was of paramount significance. And during the seventeenth century the search for profits was an obsession of governments throughout Europe. Yet Marx argued that the mode in which profits were realized in these centuries was fundamentally different from the mode in which they were obtained after the Industrial Revolution. Before the Industrial Revolution, profits were obtained through exchange rather than production relationships: through buying and selling rather than through the exploitation of a class of wage workers. A company could make profits by buying a product in one region of the world where its cost was low, and then selling it in another region in which a greater price could be asked. Marx identified this type of economic activity as a sort of capitalism, but he called it merchant capitalism in order to distinguish it from the industrial capitalism of a later era. Only industrial capitalism was a “true” system of capitalism for Marx.

Although some contemporary social scientists believe that Marx’s distinction should be strictly maintained (e.g., Wolf, 1982), other social scientists, including many Marxists, hold a different view. Most notable among these is Immanuel Wallerstein (1974a, 1974b). Wallerstein rejects Marx’s distinction between merchant and industrial capitalism and claims that capitalism is simply production in a market in which the aim of the producers is to realize the maximum profit. For Wallerstein, it does not matter whether there are wage workers or not. Indeed, for him several types of coercive, non-wage labor have existed within the capitalist mode of production. What is crucial about capitalism for Wallerstein is that the maximum accumulation of profits over time be the guiding aim of economic activity. Wallerstein believes that this requires the exploitation of workers, but that this exploitation may take a variety of forms, not just the exploitation of wage laborers. Given his conception of capitalism, Wallerstein sees it originating in the late fifteenth and early sixteenth centuries in conjunction with the rise of European colonialism.

This book is more sympathetic to Wallerstein’s point of view but frankly recognizes that the Industrial Revolution of the eighteenth century dramatically changed the nature of capitalism. Indeed, it inaugurated a phase of capitalist development that was in certain crucial respects qualitatively different from anything that had previously existed. In siding with Wallerstein, we can scarcely overlook this important fact.

Early Capitalism between the Thirteenth and Sixteenth Centuries

The most important commercial centers of Europe were in the northwest, primarily in what is now Belgium, and in southern Europe, especially the Italian city-states. The commercial expansion of this period contributed in a very significant way to the capitalist “great leap forward” that began in the sixteenth century.

In the northwest, the city of Bruges was an integral part of a growing center of merchant capitalism. It was part of a large trading area that covered the Mediterranean, Portugal, France, England, the Rhineland, and the Hanseatic League (Braudel, 1984). The Hanseatic League was a trading association of merchant capitalists who carried out their activities all the way from England to the Baltic Sea. In the south a vigorous form of merchant capitalism developed in such Italian city-states as Florence, Pisa, Rome, Genoa, Venice, Siena, Prato, and Lucca (J. Cohen, 1980). The most important of these city-states were overwhelmingly specialized for trade. Banking became significantly developed, and merchants were highly admired and respected. The famous Medici, who were the richest Florentine bankers, merchants, and industrialists, were ensconced at the very top of the social and economic ladder (J. Cohen, 1980). Jere Cohen (1980) argues that many of the capitalist methods and practices created in Italy during this time provided the basis for the spread of capitalism to other parts of Europe. As he notes, double-entry bookkeeping, marine insurance, and commercial law were invented by the Italians, who were the only ones to use them until the sixteenth century. The greatest of all the Italian city-states was Venice. This city-state was overwhelmingly devoted to foreign trade, the return on which has been estimated at an extraordinary 40 percent (Braudel, 1984). According to the great French historian Fernand Braudel (1984:123), Venice’s “merchants firmly controlled all the major commodity trades in the Mediterranean – pepper, spices, Syrian cotton, grain, wine and salt.” Venice’s wealth and significance were also evident in the number of her galleys and cargo vessels.

While the capitalism of these centuries was for the most part merchant capitalism, a surprising amount of industry and manufacturing had developed. Some textile industries were highly mechanized, and manufacturing played an important part in the economies of several city-states, Venice included (J. Cohen, 1980). For example, “in Florence in 1338 there were said to be as many as 200 workshops engaged in cloth manufacture, employing a total of 30,000 workmen or about a quarter of the whole occupied population of the city” (Dobb, 1963:157).

The Seventeenth Century and Mercantilism
By the sixteenth century, the center of capitalist activity in Europe had begun to shift 

from Italy to northwest Europe, first to Antwerp and then later to the Netherlands, England, and France. And, as Braudel (1984) has noted, capitalism came to be associated with large territorial states rather than small city-states. In the seventeenth century these large territorial states vigorously promoted capitalism in the form of mercantilism. Mercantilism involved governments’ granting of monopolies to trading companies so that the companies could benefit from trade between the European nation and its colonies elsewhere. Monopolies for trading companies were not new to the mercantilist era, but the specific economic context in which these monopolies were granted – that of colonial trade – was (Beaud, 1983).

Mercantilist practices created an economic situation in which manufacturers in the European country could receive extremely favorable terms of exchange for their products. Efforts were undertaken to prevent the colonies from manufacturing items that would compete with those being produced in the home country. Moreover, every effort was made to encourage the import of raw materials from the colonies to the home country, the raw materials to be brought in at low prices, turned into manufactured goods, and then sold at very high profits (Beaud, 1983).

The great mercantilist trading companies of the seventeenth century were 

established in the Netherlands, England, and France. In 1602 the Dutch East India Company was formed. This company acquired a monopoly on trade with India, forbidding the English, the Portuguese, and the French to engage in such trade. The company had an army of nearly 12,000 men and a navy of between 40 and 60 ships. It brought into Europe each year between 10 and 12 million florins worth of goods. Between 1619 and 1663 the Dutch came to dominate the routes of the Far East. From 1648 to 1650 they imported from this area pepper and spices in quantities constituting 66 percent of all purchases and, in the same period, textiles totaling 14 percent of all purchases. They also began sugarcane production in Java. On the home front, the Netherlands established important processing industries, such as wool and linen processing; diamond cutting; and the dyeing, weaving, and spinning of silk. Other industries included sugar refining, brewing, distilling, tobacco and cocoa refining, and lead working (Beaud, 1983).

England became a major rival of the Netherlands during the seventeenth century. In 1600 the English East India Company was formed under a charter from Queen Elizabeth, and within 15 years the company had established more than 20 trading posts. These were located in India, certain islands in the Indian Ocean, Indonesia, and in Hiratsuka, Japan. Between 1610 and 1640 England’s foreign trade increased by ten times. English kings “distributed privileges and monopolies, regulated and organized the control of manufacturers, prohibited the export of wool, and raised taxes on imported French and Dutch fabrics; Acts of Parliament went so far as to make obligatory the use of woolen cloth for mourning clothes” (Beaud, 1983:28-29). Moreover, especially vigorous mercantilist practices were carried out under the guidance of the statesman Oliver Cromwell. He issued a navigation act specifying that “European goods could be transported only on English ships or on ships belonging to their country of origin; products from Africa, Asia, or America could be imported only on ships of England or the colonies” (Beaud, 1983:29).

Mercantilist policies were also prominent in France. Cardinal Richelieu, Louis XIV, and Jean-Baptiste Colbert were the principal governmental personages associated with French mercantilism. Under Cardinal Richelieu, who was called upon to handle royal finances in 1624, various protectionist measures were established. These involved such things as a protective tariff on textiles in 1644 and a 50 cent per ton tax on foreign ships in 1659. But mercantilism in France reached its apex between 1663 and 1685 under Louis XIV and his chief economic minister, Colbert. For these men, the trading companies were regarded as the armies of the king, the manufacturers of France as his reserves. Colbert (Beaud, 1983:39):

watched over the establishment of more than 400 manufactures. There were “collective” works which brought together several artisan centers which benefited as a group from conferred privileges. . . . There were “private” works, individual enterprises (Van Robais in Abbeville), or large companies with branches in several provinces, especially in mining and metallurgy . . . and woolen goods. Finally there were royal manufactures, which were the property of the sovereign. . . . The counterpart to the privileges (monopolies, of production or of sale, exemptions and financing) was strict controls (norms, quantity, quality). These policies developed luxury and export production (tapestries, porcelain, glassware, luxury fabrics) as well as basic production (iron working, paper making, armaments) and products for common consumption (woolen and linen fabrics, etc.). . . .

State policy extended to commerce as well as production. The French East Indies Company (1664) received a fifty-year monopoly on trade and navigation in the Indian Ocean and the Pacific Ocean.

Capitalism as a World-System

An extremely influential perspective on the development of capitalism has been presented by Immanuel Wallerstein in his multivolumed The Modern World-System (1974a, 1980, 1989). Wallerstein regards capitalism as constituting, from the sixteenth century on, what he calls a world-system. Wallerstein defines a world-system as any relatively large social system having three principal characteristics:

· a high degree of autonomy; that is, the system is self-contained in the sense that it does not depend for its existence on something outside it, although it will interact to some degree with other world regions;

· an extensive division of labor or specialization of roles within the system; this specialization is both geographical and economic, there being different kinds of economic activities devoted to different kinds of products in various geographical zones of the system;

· a multiplicity of societies and cultures, or the existence of different groups adhering to different traditions, speaking different languages, and so on. 

Wallerstein identifies two basic types of world-system: world-empires and world-economies. A world-empire is a world-system that is politically and militarily centralized and unified, every group within the empire being subordinate to one political center. Ancient Rome and classical China and India, for example, were organized according to this type of world-system. A world-economy is a world-system that lacks political and military centralization and unification. It therefore contains not only a multiplicity of societies and cultures, but a multiplicity of sovereign political units as well. In the past there may have been numerous world-economies, but all of these either collapsed or quickly became converted into world-empires. In the modern world, however, there is only one world-economy: the capitalist world-economy, which has existed from the sixteenth century to the present day. Although Wallerstein notes that there have been attempts to turn this world-economy into a world-empire (most notably by Spain in the sixteenth century), these attempts have failed, and capitalism to this day has remained a politically decentralized system. Wallerstein holds that this political decentralization has greatly contributed to the long-term persistence of capitalism, inasmuch as empires tend to stifle innovation and individual creativity, factors that are basic to the capitalist organization of production.

But what exactly is a world-economy? What integrates it, or holds it together? Rather than being integrated by an overarching political structure, the capitalist world-economy is held together by a set of economic relationships involving the production and exchange of valued goods and services. In this sense the world-economy does not have the “tightness” of integration of a world-empire, but is a rather loosely structured network of economic relationships. These relationships involve extensive geographical and labor specialization. On the basis of such specialization, Wallerstein identifies three basic types of economic units that compose the world-economy.

The core consists of those nation-states that dominate the capitalist world-economy and expropriate the bulk of the surplus produced within it. In the core are found those societies that are the most economically advanced or developed, that have the greatest degree of technological advancement, and that have the strongest governments and military structures. The wealthiest capitalists within the entire world-economy reside in the core, establishing economic enterprises there and in other parts of the world-system. Core societies specialize in the production of the most advanced goods – so-called leading sector goods – and wage labor – work performed by employees who bargain with employers in a labor market for the rate of compensation and the conditions of work – predominates as the mode of labor organization. Wallerstein suggests that wage labor is the predominant labor mode because work in the core is more highly skilled than work elsewhere, and more highly skilled work can be done more profitably when wage labor is employed. 

The periphery is that segment of the world-economy that is most extensively subjected to surplus expropriation by the core. There is an intimate economic relationship between the core and the periphery, one in which the core dominates and exploits the periphery, which in turn becomes economically dependent on the core. The periphery has in most respects those characteristics that are the reverse of what we find in the core. The societies and regions of the periphery are those that are least economically developed, that have the lowest levels of technological advancement, and that have the weakest governments and military units (or no sovereign governments or military units at all). The periphery specializes in the production of raw agricultural and mineral products for export, and forced labor rather than wage labor predominates here (or at least has done so historically). Forced labor is any system of labor in which workers are not legally free to sell their labor power in a market and are therefore politically compelled by members of some other group to work for them. The main historical types of forced labor have been slavery and serfdom. Under slavery, workers are owned outright and are under the complete political control of their owners. Under serfdom workers are tied to specific parcels of land from which they have no freedom to move away. Wallerstein believes that since most work in the periphery is unskilled compared to work in the core, forced labor systems are more suitable because they are less costly.

The semiperiphery is that segment of the world-economy that operates between the core and the periphery. Wallerstein conceives of it as both an exploiter and as itself being exploited: it is an exploiter of the periphery, but it is exploited by the core. The societies of the semiperiphery are more technologically and economically advanced than those of the periphery, but less so than those of the core. They have stronger governments and military units than those found in the periphery, but weaker governments and military units than those possessed by core societies. Another way of characterizing the semiperiphery is to say that it contains features of both core and peripheral societies. Semiperipheral societies thus carry out certain economic activities that are typical of core societies – leading sector activities using wage labor – in conjunction with other economic activities characteristic of the periphery – export products using some type of coercive or semicoercive labor system.

For Wallerstein capitalism is a vast system of surplus expropriation that goes on not only within regions, but between them as well. Marx focused his attention on the surplus expropriation that went on within core societies, using England as a model. Wallerstein, though, has broadened the Marxian model of capitalism to a worldwide level. He recognizes with Marx that capitalists exploit workers within the developed European nations, but he goes a step further in asserting that there are crucial relations of economic exploitation that go on between nations, especially between core and periphery. Wallerstein views the periphery as having a vital role to play in the capitalist world-economy. Peripheral societies are organized by capitalists in the core to produce goods under conditions (e.g., cheap labor, abundant land and other resources) that yield extremely high rates of profit, and thus the periphery contributes substantially to the development and enrichment of core societies. (The relationship between core and periphery will become clearer in due course, especially in Chapter 9 where the problem of economic development and underdevelopment is discussed.)

Wallerstein’s notion that capitalism has constituted a world-system from its very inception is a rather revolutionary idea. Before Wallerstein, all analysts of capitalism, including Marx himself, limited their analyses to individual nation-states. But Wallerstein believes that the proper unit for the analysis of capitalism is the world-system as a whole. He argues that one cannot understand what goes on in any single part of the world-system without understanding what is simultaneously going on in other parts of that system, indeed in the world-system as a whole. He believes that in order to understand the modern world from about 1500 on, societies can no longer be viewed as separate, independent units. Instead, they must be viewed in terms of their participation in or connection with a world-economy. This is a very bold idea, and the extent to which Wallerstein is correct is still hotly debated (cf. Skocpol, 1977; Brenner, 1977; Zolberg, 1981). Certainly one must be careful about pushing Wallerstein’s world-system concept too far. However, despite its various limitations, the concept is a very useful one for understanding the modern world and its evolution over the past five centuries.

The Capitalist World-Economy from the Sixteenth to 

the Eighteenth Centuries

Since its inception in the sixteenth century, the capitalist world-economy has been undergoing continual expansion and evolution. By saying that it has been expanding, we mean that it has been increasing its geographical range to cover ever wider areas of the globe (see Figures 5.1 and 5.2). By saying that it has been an evolving system, we mean 

[Figures 5.1 and 5.2 about here]

that its various components – core, periphery, and semiperiphery – have been changing their structure as parts of the whole. As we will see in the final two chapters, capitalism is now a vastly complex and immensely technologically sophisticated system that covers virtually the entire globe. But, as a world-system, what was it like during its early stages?

The first European nations to make a bid for core status in the sixteenth century were Spain and Portugal. These were the first European societies to engage in colonial expeditions in other regions of the world. Spain, in fact, attempted to turn the capitalist world-economy into its own world-empire. By the late sixteenth century it was clear that these societies would no longer be at the head of the world-economy. Their places were taken by the Netherlands, England, and France, the main core societies from the late sixteenth century through the nineteenth century. Of these, the Netherlands was initially dominant. In these societies the principal economic activity was capitalist farming. Nobles increasingly leased their land out to tenants for a money rent and the land came to be farmed for profit. Many former nobles and peasants were converted into capitalist farmers. Much land was also turned over to the grazing of sheep, giving rise to an important woolen industry in England. Industries of various types were also of growing significance in these core societies.

The periphery in the sixteenth century consisted of two major world regions: 

Iberian (Hispanic and Portuguese) America and eastern Europe. In Hispanic America, the Spaniards had established important colonies given over to large-scale agriculture and, more importantly, to gold and silver mining. Forced labor systems established by the Spaniards produced large quantities of gold and silver ore, which were exported back to Europe to be turned into coinage. The influx of these precious metals contributed in a major way to the expansion of the money supply in Europe and thus had a great impact on the world-economy. In Portuguese America (Brazil), sugar plantations were established and came to depend on extensive slave labor imported from Africa. Sugar became a commodity greatly valued in Europe for sweetening coffee and making chocolate. In the other major peripheral region, eastern Europe, large-scale grain farming was the primary economic activity. This was carried out under a forced labor system that was essentially like the serfdom of earlier days. The peasant-

landlord relation still prevailed, but peasants were producing for a world economic market, not simply for their lords. During the sixteenth century, eastern Europe, Poland especially, was a major exporter of grain to western Europe.

The semiperiphery in the sixteenth century was located in Mediterranean Europe, primarily in Italy and ultimately in Spain and Portugal. Sharecropping was the principal form of agricultural labor, and industry mainly involved the production of high-cost products, such as silks.

After the middle of the seventeenth century, England began to replace the Netherlands as the major core society, due in large part to the military defeats the English imposed on the Dutch. France also began to supersede the Netherlands, but the French did not attain the degree of success that the English did. During this time, several new societies entered the periphery. The most important of these were the U.S. South, a slave colony of England devoted to the production of numerous agricultural goods, and the slave societies of the West Indies, established primarily under the 

influence of the British and the French. The West Indian plantation societies were devoted heavily to sugar production. The semiperiphery at this time also expanded to include Sweden, Prussia, and the U.S. North.

The Development of Capitalism in Japan

Traditionally the rise of modern capitalism has been understood as a distinctly European phenomenon, and thus Europe has been viewed as containing a developmental dynamic that was largely absent in the rest of the world. This argument, though, can no longer be sustained, for at least one other society, Tokugawa Japan (1600-1868), also revealed a marked tendency toward capitalist economic development. Moreover, this capitalist development was a largely indigenous phenomenon and had little to do with any European influence. This must be so, for between 1639 and 1853 Japan adopted a policy of almost complete isolation from economic and political contact with Europe (Pearson, 1991).

Japan was the one society outside Europe to develop a genuinely feudal politico-economic system (P. Anderson, 1974b). Feudalism emerged perhaps as early as 1185, but it is generally argued that the full development of the feudal system did not occur until 1338. The period from 1338 to 1600 has been called the classical age of Japanese feudalism, and the period from 1600 to 1868 (the Tokugawa era) the period of late feudalism (Reischauer, 1956; J. W. Hall, 1970).

It used to be thought that the Tokugawa period was one of economic stagnation, but in the last several decades it has come to be recognized that this period was actually one of great economic vitality. Daniel Spencer (1958) has claimed that during this period Japan experienced the widespread commercialization of agriculture, an increasing flight of peasants into the towns and cities, large-scale urbanization, the worsening economic condition of the feudal nobility, increased monetization of the economy, and the beginnings of the factory system. Urbanization was so extensive that John Whitney Hall (1970) calls it “astounding.” The growth of Edo (modern Tokyo) was truly remarkable; at the end of the sixteenth century it was only a small village, but by the early eighteenth century it had reached 500,000 inhabitants, and by the end of the eighteenth century it was well past one million in population. By the early nineteenth century Japan was even more urbanized than Europe, and Edo had become the world’s largest city.

Another striking feature of Japanese economic development during the Tokugawa epoch was the gradual proletarianization of the labor force (T. C. Smith, 1959; Leupp, 1992). Proletarianization is the process whereby workers are gradually converted from forced labor, such as serfdom, to wage labor, and it is an unmistakable sign of capitalist development. Proletarianization was most marked in urban areas, but it occurred in rural areas as well. By the end of the Tokugawa period, wage labor had become the dominant mode of compensating labor in the urban economy.

Recognition that modern Japan’s capitalist roots extend back several centuries is a tremendously important accomplishment and a badly needed corrective to the old view of Tokugawa economic stagnation. Yet focusing on the Tokugawa period may itself be starting too late, for the true roots of Japanese capitalism may be found several centuries earlier. It seems that important economic developments were occurring in Japan as early as the thirteenth century. At this time Japan was deeply enmeshed in a network of foreign trade with other parts of Asia, especially China. During the fifteenth and sixteenth centuries foreign trade grew rapidly, and trade ventures were extended 

to more distant parts of the Far East. Japan was clearly a maritime economic power in these times (Sansom, 1961; Reischauer, 1956; J. W. Hall, 1970).

By the end of the Tokugawa period Japan had become an essentially capitalist society in economic terms, even though it still retained old-fashioned feudal political and social institutions. By this time the economy was clearly in the hands of the urban merchants rather than the feudal landlords (Spencer, 1958). As we shall see, this relatively independent trajectory of capitalist development in Japan holds major implications for understanding the rise of modern capitalism.

Explaining the Transition from Feudalism to Capitalism

Explaining the transition from feudalism to capitalism has turned out to be one of the knottiest theoretical problems in contemporary social science. Numerous theories have been offered, but there has been little consensus about them. These theories contain weaknesses critical enough to preclude any of them offering a satisfactory explanation of the transition to capitalism. (An extended explication and critique of these theories may be found in Sanderson, 1994a, 1995, 1999.)  A serious weakness in nearly all of the theories is that they have been developed exclusively with respect to the European transition, ignoring the Japanese transition to capitalism altogether.  The interpretation of the transition to modern capitalism set forth in this book, by contrast, has been explicitly developed to explain both the European and Japanese transitions, and thus is designed as a general theory. Our assumption is that any adequate social-scientific theory must apply to as many instances of a phenomenon as possible. Concerning the rise of capitalism, since there are only two cases an adequate theory of this phenomenon should apply equally to both, and not merely to one alone.

The interpretation of the rise of capitalism set forth here contains two parts. First, there were several common characteristics of Europe and Japan that operated as important preconditions facilitating their transition from feudal to capitalist economies. Second, there was a great historical trend – expanding world commercialization – that provided the necessary context within which the preconditions operated to facilitate a capitalist transition. It was the interaction of these two kinds of factors – common preconditions on the one hand and a major historical trend on the other – that led to the transition to modern capitalism when and where it occurred. (A much more detailed presentation of this theory is found in Sanderson, 1994a, 1995, 1999.)

Medieval Europe and medieval Japan shared at least five basic characteristics, each of which contributed in its own way to the emergence of modern capitalism. First, there was the factor of size. Japan and two of the three leading capitalist countries of early modern Europe, England and the Netherlands, were very small. Small geographical size minimizes the costs necessary to create systems of transportation and communication that help bring about economic development. Europe and Japan contrasted markedly with most of Asia, because most Asian societies, such as those found in China and India, were bureaucratic empires spread out over large landmasses. The costs of maintaining large empires constitute a serious obstacle to capitalist development.

Second, there was geography. Japan and the leading capitalist countries of northwest Europe were located on large bodies of water that allowed them to give predominance to maritime rather than overland trade. Historically, in the long agrarian era those societies containing the greatest amount of commercialism – a kind of early capitalism or “protocapitalism” – have generally been ones in which maritime trade predominated (Amin, 1991). Maritime trade allows for a much more extensive and efficient development of networks of economic exchange than does overland trade.

A third factor was climate. Europe and Japan both had temperate climates, which is important when we recognize that the greater part of the world colonized by Europe had tropical or subtropical climates. Japan’s temperate climate, or perhaps its far northerly location, allowed it to escape European colonization, which meant that its economy never became subordinated to or dominated by some foreign economic power. In the modern world the least economically developed nation-states have generally been those exposed to many years of colonial domination by Europe. One of the reasons why Europe and Japan were the colonizers rather than the colonized was probably their temperate climate and northern latitudes.

Fourth, there was a demographic factor, population growth.  Europe as a whole numbered about 30 million people in C.E. 1000 and grew rapidly from that point until about 1300.  Population then underwent a dramatic decline until about 1450, largely due to the Black Death, but it began to grow again around 1450.  It totalled some 67 million in 1500 and about 111 million by the mid-eighteenth century (Livi-Bacci, 1992). In Japan, population doubled from the twelfth to the sixteenth century (Taeuber, 1958), and by the beginning of the Tokugawa era it had one of the world’s densest populations (Janetta, 1987).  Population continued to grow during the Tokugawa epoch, rapidly during the first half of the epoch but more slowly during the second half (Hanley and Yamamura, 1972).  Population pressure on the land was clearly increasing in both Europe and Japan, and some scholars, such as Marvin Harris (1977), have seen this as contributing to the declining efficiency of feudalism and thus as necessitating a capitalist shift.  Be this as it may, population growth in both regions led to extensive urbanization, larger pools of workers, expansion in the size of markets, and increased economic specialization (Boserup, 1981).  All of these factors were critical for the growth of capitalism.  

Finally, the political structures of Europe and Japan were similar in that they were the only true feudal regimes in world history (P. Anderson, 1974b). The key to feudalism is political decentralization or fragmentation.  Great landlords divide their land into parcels known as fiefs, and grant these fiefs to lesser landlords, known as vassals,  in return for military service and protection.  Land may be even further subdivided, and the result is a hierarchy of lords whose political rule extends only so far as their ownership and control over land.  It has been widely asserted that feudalism contributes to capitalist development because its politically decentralized nature gives an unusual amount of economic freedom to the merchant classes. Large centrally organized empires tend to stifle mercantile activity because it is a threat to the mode of surplus extraction used by rulers and governing classes. The freedom given to merchants under the feudal regimes of medieval Europe and Japan was probably the most important precondition that helped push these parts of the world forward as the first states to undergo a capitalist revolution.

These five preconditions did not operate in a vacuum, however, but occurred in the context of the great historical trend discussed at the beginning of this chapter – expanding world commercialization.  The argument is that the rise of capitalism could only be a slow and gradual process because of the generalized hostility of landholding classes to merchants, the carriers of capitalism throughout history. As noted earlier, merchants generally occupied a very low position in the status-ranking systems of agrarian societies, despite the great wealth they sometimes accumulated. Therefore, mercantile activity could not expand rapidly because landlords would not allow it. Nevertheless, landlords were still dependent on merchants because they desired many of the goods merchants offered. Mercantile activity thus had to be preserved, and this gave merchants the opportunity to expand their activities slowly but surely. And in due time mercantile activity had expanded to the point at which it could act as a kind of “critical mass” stimulating the huge leap in capitalist development after the sixteenth century.

Explaining the emergence of modern capitalism means explaining why capitalism arose when it did (why in the sixteenth century rather than in earlier or later periods), and also why it occurred first in particular regions (northwest Europe and Japan rather than other parts of Europe, Asia, or elsewhere). The theory offered here explains this “when” and “where” of capitalist development. Capitalism could not have occurred earlier (or at least much earlier) in world history because of the slow expansion of world commercialization and the need for a “critical mass” of mercantile activity to trigger a capitalist takeoff. That critical mass was not reached until sometime around C.E. 1000-1500. Numerous economic historians have thought that China during the time of the Sung Dynasty (C.E. 960-1275) was ready to take off into capitalism, but the tremendous economic advances it made during this time were eventually short-circuited (Elvin, 1973; E. L. Jones, 1988). The reason why this Chinese economic development petered out can be found in its unfavorable preconditions, especially the fact that China had a large landmass and a highly centralized and very powerful bureaucratic state. Northwest Europe and Japan had the most favorable preconditions for capitalist development at that time in world history during which a critical mass of commercialization had been achieved, and thus they were the world’s first regions to experience the transition to the system that we now know as modern capitalism.

THE POLITICAL SPHERE: THE FORMATION OF NATIONAL STATES

What was happening in the political realm in the development of the modern world? 

In his pathbreaking work Coercion, Capital, and European States (1990), Charles Tilly has identified three major types of states that existed in Europe during the millennium from C.E. 990 to 1990: large territorial states; small states with extremely fragmented sovereignty, such as city-states and urban federations; and national states. Tilly has shown that these states were not randomly situated in space and time; on the contrary, each type of state was found in a particular time and was associated with a particular form of economic organization.

The large territorial states were associated with regions where the landlord class was overwhelmingly dominant in the economy and where capitalism was weak and capitalists few. Russia, Poland, Hungary, and Brandenburg Prussia (now part of modern Germany) were states of this type. Here there was an extremely strong alliance between the landlord class and the state. City-states and urban federations, by contrast, were found where there were many powerful capitalists who had concentrated large amounts of capital. As a result, there was a strong alliance between capitalists and the state, and the state was largely devoted to serving the economic interests of capitalists. City-states and urban federations were most characteristic of what Tilly has called the inner geographical core of Europe, especially the Italian city-states and the Dutch Republic.

These two different forms of the state were found in the first half of the millennium we are considering – from AD 990 to 1490. After the latter date, national states began to form. During the first half of the second millennium AD there was nothing resembling a national state, that is, a large centrally coordinated state highly identified with a particular nationality, what today we call, for example, England, France, or Germany. In fact, during these earlier times England, France, and Germany did not yet exist as such. These regions and many others were divided into hundreds of smaller states. As Tilly (1990:39) has said, there was an “enormous fragmentation of sovereignty then prevailing throughout the territory that would become Europe.” There were perhaps as many as 500 states within the boundaries of Europe. In the Italian peninsula there were roughly 200 to 300 independent city-states, and in what is now southern Germany there were 69 free cities and numerous bishropics, duchies, and principalities. What a contrast with the present, where there are, or at least were before the Eastern European nationalist movements of the early 1990s, only 25 to 28 sovereign European states (Tilly, 1990).

According to Tilly, the national states of Europe formed as a result of the strong concentration of both capital and military might. The new national states beginning to evolve in the sixteenth century were massive structures compared to most of their predecessors. Huge state bureaucracies were built, and these bureaucracies were devoted to both economic and military activities. They played a large role in managing and guiding the economy and in making war against other national states. Large standing armies were created to replace the relatively small private armies characteristic of feudalism. Historians have commonly referred to these new national states in their early years as forms of absolutism or absolutist monarchy. Perhaps the most important of the new monarchies were Spain, England, and France. In Spain, beginning in the late fifteenth century, the Hapsburg Dynasty came to power with the marriage of 

Ferdinand and Isabella. The Hapsburgs concentrated their attention on plundering the wealth of the New World through the establishment of colonies in the Americas. The treasure controlled by the Hapsburgs was greatly swelled by the precious metals shipped back to Spain from its overseas colonies. Absolutism in France was the result of a gradual development dating as far back as the fourteenth century (P. Anderson, 1974b), but it was in the late seventeenth century, under the reign of Louis XIV, that French absolutism achieved the zenith of its power. Louis XIV was the supreme symbol of absolute rule throughout all of Europe. He is reputed to have said “l’État, c’est moi” (“I am the state”). While he may never have uttered those precise words, such language 

clearly expresses his view of his own power (Burns, 1973). The weakest and most 

short-lived of all the western European absolutisms was formed in England. Absolutism began there in the late fifteenth century with the rise to power of the Tudors, who were eventually replaced by the Stuarts at the beginning of the seventeenth century. English absolutism was not to survive past the end of the seventeenth century.

Thus it was that, after the sixteenth century, a system of interlocking yet highly competitive states was created, what we today call the interstate system (Wallerstein, 1974a, 1974b; Chase-Dunn, 1989a). This system was initially confined to Europe, but by the late twentieth century it had spread to encompass the entire world. The world is today divided into more than 180 sovereign states that engage in numerous economic, political, and military interactions with one another.


Within the interstate system, no single state has ever succeeded in achieving such a level of political control over all of the others that a world-empire would have resulted. There have been several efforts at such world-empire creation – most notably by the Hapsburgs in the sixteenth and seventeenth centuries, by Napoleonic France in the early nineteenth century, and by Germany in the twentieth century (Chase-Dunn, 1989a) – but each of these efforts failed. It would seem that the very logic of capitalism as an economic system makes it extremely difficult for a world-empire to emerge. As soon as any state begins to follow a path that it hopes will lead to world political domination, the other states start to gang up on it so as to prevent such an occurrence. Thus capitalist economics and the interstate system go hand in hand. Indeed, had the capitalist world-system ever succumbed to world-imperial domination, it is doubtless the case that its essentially capitalist nature would have disintegrated (Wallerstein, 1974a, 1974b; Chase-Dunn, 1989a).

Much controversy has arisen over whether the capitalist world-economy and the 

interstate system are fused together as part of a single reality, or whether the interstate system is a substantially autonomous reality in its own right. Scholars such as Theda Skocpol (1977) and Randall Collins (1986) see the interstate system as largely autonomous (cf. Zolberg, 1981). They argue that capitalism and the interstate system are intertwined, but that the world political system must be studied as a reality in its own right. States are actors in a world political order in which political and military objectives cannot be understood simply in terms of capitalist economic interests. There is a great deal of truth in this assertion.  It would be very difficult, for example, to explain such forms of contemporary political conflict as that between Israelis and Palestinian Arabs, between many Islamic states (e.g., Iraq) and the United States, or between Northern Irish Catholics and England simply in economic terms.  Nonetheless, the position adopted in this book is that the political and military objectives of capitalist states cannot seriously depart from the capitalist economic interests that form the context in which these states operate. In Christopher Chase-Dunn’s (1989a) words, there is only “one logic” within the capitalist world-system, a single logic in which economics and politics are essentially inseparable. The driving force behind this logic is, of course, that of ceaseless capital accumulation. It is the contemporary global force par excellence.  
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