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Foreword

Many years ago, Frederick Weaver wrote a seminal article on capitalist development in Latin America. Initially appearing in the journal Latin American Perspectives (Fall 1976, 3: 17–53), his essay provided an interpretive overview of imperialism and underdevelopment in the area. Its scope was broad, its interpretation provocative, and its analysis deep. It was widely read and cited by Latin Americanists everywhere. The present volume is an updated and comprehensive amplification of his earlier effort, detailing how his insights continue to reflect historic and contemporary realities throughout Latin America.

The present volume approaches its subject in many ways:
• It synthesizes historical trends in the era of capitalism and competitive capitalism, early industrialization, and changes in the traditional countryside. It goes on to trace the evolution of finance capitalism and the rise of transnational corporations.

• It places past and present political economic history in perspective through its chronological and thematic treatment. It introduces us at the outset to principles and terminology, definitions, and phases.

• It draws from the early experience of capitalism to analyze the difficulty of development in the region. It delves into the strategy of import substitution and its eventual failure in the face of international financial institutions and international competition. It explores the implications of debt, debt leverage, and structural adjustment.

• It weaves an analysis of class forces in urban areas and the countryside.

• It focuses on imperialism in the context of a changing international political economy in an effort to depict the complexity of roles, institutions, and individual motives and attitudes alongside culture, politics, and economy.

• Finally, it looks at the role of US policy and activity, examines the implementation of neoliberal reforms, and identifies the limitations of democracy in the area.





This is the twenty-first volume in Westview Press’s Latin American Perspectives Series. It is an important and welcome addition to the classrooms and libraries of academics, students, and community people interested in a reliable and interesting overview of Latin America. It nicely fills a present gap in the literature as it ambitiously overviews developments of relevance to the social sciences and history.

 




Ron Chilcote 
Series Editor for the 
Collective of Coordinating Editors 
of Latin American Perspectives






Preface

The economic and political dynamics within and among nations are significantly different from those even twenty or thirty years ago, and these new dynamics have probably had the most far-reaching effects in Latin America. Although “globalization,” that unlovely word, is a useful shorthand, too often it is used to suggest a condition that is inevitable, unique, and due to Technology, the Market, or other transhistorical forces outside the contested terrain of social power. Recent changes do require modifying some previous understandings, but I have written this book because I am convinced that current patterns have developed from prior conditions in ways that can most productively be comprehended by applying some familiar analytical tools to comparative history.

Over half of the book is on the period since 1930 (“the short twentieth century”), but the book’s scope encompasses several centuries. It is organized around five historically cumulative phases (not stages) of political economic change in Europe and the United States. I use several case studies of industrial development to illustrate the changing nature of capitalism and how those changes produced successive phases in the international political economy. Although the imprint of previous phases is always evident, there are discernible patterns in international trade, investment, and politics that reflect dominant nations’ then-current needs and interests. The final step is to trace the manner in which domestic conflicts and power relations within different Latin American nations made the changing international economy a source of new opportunities and problems for domestic groups while showing how the engagement with the international economy affected national struggles and directions of change. Continuing interactions between foreign and domestic forces produced new political economic configurations, and this focus enables one to see why there have been such divergent experiences among Latin American nations and between Latin American and North Atlantic nations.

As noted in the introductory section of Chapter 1, this approach comes across as two sets of moving targets. Changes in the international political economy intersect with continuing shifts in the domestic affairs of individual  Latin America nations. This summary overstates the mechanical and understates complexity, but it serves as a guide to the table of contents and explains the sequence of presentation.

In the book, I am explicit about organizational matters and have been careful to develop analytical points in a manner appropriate for students. For instance, I spend very little time and space directly criticizing other interpretations. Although this is always tempting for an academic, my experience is that students usually regard such discussions as unduly abstract and boring. I therefore make my points in a positive manner by developing my interpretations through historical narratives. Neoliberalism (or neoconservatism) is a partial exception, because it is so thoroughly embodied in recent policies and practices that a critical understanding of it is necessary for comprehending current events and politics.

The citations in the text and the list of references are, as usual, for purposes of corroboration to maintain good faith with the reader. In addition, I have selected the references to serve as suggestions for further reading and tried to use published works that are available in most academic libraries.

I have used earlier versions of this manuscript in a range of undergraduate and graduate courses on economic and political development, international relations, and globalization. I have found that the book’s general, historically informed framework helps students to address systematically the rest of the course materials. My students’ advice has definitely improved the manuscript.

The arguments in this book are part of a continuing dialogue among those committed to understanding current changes in ways that might enable more people in the world to live with less material deprivation and political oppression. Thus, I welcome critical responses to my book and the opportunity to expand the conversation.

 



Frederick Stirton Weaver
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1

The Changing World Economy: Introduction and Early History

For more than five hundred years, international economic and political forces have profoundly and continuously influenced Latin America. And there is no single, homogeneous “Latin America”; the experiences of the people in the Western Hemisphere south of the United States have varied enormously by nation and within nations. These are two of the few general statements that can be made about Latin America and its history that will not immediately provoke sharp responses from anyone familiar with the region.

Yet, there are definite tensions between these two statements. For example, foreign influences were definitely factors in the beginning and end of colonial rule in Latin America, the export economies of the late nineteenth century, post-World War II industrial growth, and the debt crises of the 1980s, each of which occurred around the same time throughout the region. This sounds like quite a bit of commonality, so what happened to heterogeneity?

It is alive and well; these general categories of events obscure highly divergent processes among locales and social groups in Latin America. Despite a long tradition that represents Latin America as passive in respect to world events,1 the extent to which foreign influences became local influences depended mainly on the varying configurations of social power within Latin America that underlay local responses to the opportunities provided and limitations imposed by external pressures. The recognition of active agency within Latin America does not deny that decisive power was often located elsewhere, but outside circumstances have not been simple determinants of Latin American history.




Some Preliminary Principles and Terms 

The purpose of this book is to show how the interplay between international and local forces has shaped the major directions of Latin American political economy. For this reason, the book presents a conceptual framework that sets Latin American domestic social structures and conflicts firmly in the context of a changing international political economy.2 My emphasis on politics and economics is often deliberately provocative, but political economy is not all there was and is. Without a sound grasp of the historically changing character of the political economy, however, it is extremely difficult to figure out, say, the roles of contingency, institutions, individual motives and attitudes, and culture.

Much of this book is about imperialism, a term that I do not restrict to capitalist expansion or to the formal establishment of colonies (cf., Weeks, 1983). In this book, I use “imperialism” in the broad sense of powerful groups of people dominating the less powerful in other regions to advance their economic and geopolitical interests. Intention is not all, however, and the imperialist enterprise has not always been successful for the initiators. Whether or not profitable for imperialists, it has seldom been disadvantageous for everyone in the dominated areas.

The character of imperialism changes historically, as noted in an oft-cited quotation by Lenin (1917: 97-98; emphasis in original):
[G]eneral disquisitions on imperialism, which ignore, or put into the background, the fundamental difference between social-economic systems, inevitably degenerate into the most vapid banality or bragging, like the comparison: “Greater Rome and Greater Britain.” Even the capitalist colonial policy of previous stages of capitalism is essentially different from the colonial policy of finance capital.





These changes reflect what elites in dominant nations want and need from other places. These needs and wants in turn reflect shifts in imperialist nations’ political economies that are conditioned by such factors as the social organization of production, developments in the forces of production (e.g., technology, machinery, transport facilities, skilled labor), increased international competition, seismic shifts in domestic politics, and so on.

For the purposes of exposition, the book presents the historically changing nature of imperialism through a series of phases, each defined by the specific features of the leading imperialist nations in particular historical periods. These phases of the imperialist impulse and international political economy are analytical rather than strictly chronological categories, and although  there is a definite historical sequence among them, the historical movements are uneven and overlapping. In an important sense, we have several moving targets: changing economic and political patterns in the imperialist nations; the resulting alterations in the pressures exerted through the international political economy; and the shifting configurations within the various Latin American nations that selectively govern the response to these forces. Finally, it is not a one-way street, since the role of Latin America within the international political economy affects the operation of the international economy and therefore of the imperialist nations.

All this sounds unduly grandiose and complicated when laid out in the abstract, but the book’s actual presentation is quite straightforward and unencumbered by grand theoretical aspiration. The remainder of this chapter introduces the kind of analysis found in the rest of the book through its discussion of both Tribute and Mercantilist imperialism (capitalized as categories for purposes of clarity) and the manner in which they affected, indeed defined, Latin America through Spanish and Portuguese conquest and colonization.

The second chapter takes the study through the eighteenth and early nineteenth centuries, analyzing the character of Competitive Capitalism through an interpretation of the English industrial revolution, followed by a description of the resulting “Free Trade Imperialism” and what it meant for the early years of Latin America independence. This chapter, which is the first to consider the dynamics of capitalism, introduces what I see to be the three driving forces of capitalist change. The first is the wage labor system, with the resulting conflict between propertyless workers, who have only their labor services to sell, and the propertied classes and their agents who purchase labor services. The second is the competition among profit-motivated private firms in product markets to realize profits. The labor-capital struggle and capital-capital competition are the two defining elements of capitalism, and they are set in national political frameworks with shifting government-citizen relationships (David Gordon, 1994b). Although the particular mix and implications of these three elements change historically, keep these three elements in mind as you read the book, because they are central to the arguments of the book.

The third chapter follows the same format and begins by tracing the character of Finance Capitalism through a case study of Germany in the late nineteenth century. This brief case study vividly illustrates the ways in which the social and political nature of capitalism altered in a century and sets the stage for understanding subsequent changes. The chapter goes on to show how the “New Imperialism” was produced by Finance Capitalism, and it concludes with the manner and implications of Latin America’s becoming more fully integrated into world markets.

The fourth and fifth chapters together parallel the organization of the previous two chapters. The fourth chapter introduces the mass production-mass  consumption phase of capitalist development with a study of twentieth-century United States to the 1970s and goes on to describe how this new phase of capitalist development was reflected in the international political economy, reorganized after years of depression and war. The fifth chapter shows how new political configurations in Latin America came out of the 1930s and early 1940s, political configurations that supported extensive post-World War II efforts to foster industrial growth by insulating national economies from international markets.

The sixth chapter reverses the direction of causation established in earlier chapters. It argues that changes in the international political economy stemming from competition among several advanced industrial nations were themselves the primary force in affecting the leading economic powers, and Chapter 7 outlines the watershed significance of this new political economic environment for Latin America.

The last chapter presents the greatest difficulties in identifying the key aspects of changes, which are in the making as I write and you read. This is not because the processes are necessarily more complicated; rather, well-organized, reliable information as well as sound analyses developed through considered debate are scarce, and being caught up in the immediacy of the present makes it hard to find a solid vantage point.

But enough of these preliminaries.




Tribute-Seeking Empires 

Ancient empires were typically land-based, in which tribute from militarily subjugated areas was regularly levied for the benefit of the imperial center. Benefits from these arrangements did not flow exclusively in one direction; in so-called hydraulic societies, the tribute helped support large, centrally administered irrigation systems, and in others, the tribute amounted to involuntary protection payments for relative peace and security. In any case, for an area to be an attractive acquisition for a Tribute-seeking empire, it had to be able to produce above subsistence, with a surplus that could be requisitioned over time for use by the imperial center.

Tribute-seeking empires were qualitatively different from more primitive kinds of predatory expansion in which nomadic “barbarian hordes” passed through a settlement, pausing just long enough to steal and despoil whatever was available. Smash-and-grab looting was still common during Tribute-seeking empires’ conquest of new areas, but imperial authorities had to contain pillage in order to avoid destroying the newly conquered areas’ ability to produce regular tribute. In addition, the political organization required to establish and maintain a tribute relationship was far more elaborate than needed for pillage, and frequently the conquerors adapted for their own purposes already-existing mechanisms by which local elites in newly conquered  regions had traditionally obtained goods and labor services from direct producers. If this was feasible, a Tribute-seeking empire did not need to meddle extensively in the lives of the subjugated and alter existing organizations of production, hierarchies, or culture.3 For example, the sixteenth- and seventeenth-century Ottoman empire in the Balkans was less interested in converting conquered peoples to Islam than in ensuring the flow of tribute.

The tribute relationship entailed a more sophisticated political organization than pillage and looting. Nevertheless, the extent to which the imperial center could benefit from its empire was strictly limited by the rather rudimentary levels in the development of the forces of production (technology, equipment, work organization, labor skills, and so on). Whether the tribute was in the form of a monetary tax, goods, or direct labor services (coerced workers and soldiers), the result typically was restricted to enhanced availability of, say, foodstuffs to relieve subsistence pressures in the imperial center, luxuries to extend the range of elites’ pleasures, services to increase imperial security, and little else.

The Ottoman Empire, reaching its zenith in the sixteenth and seventeenth centuries, was the last large-scale example of this genus in Europe. While it did change over time and acquired some modern trappings (Sunar, 1987), it possessed the core features of earlier Tribute empires such as the Mesopotamian, Egyptian, and Roman. New World examples of a Tribute empire were the Aztec and Inca empires, both of which began no earlier than the thirteenth and fourteenth centuries and were still expanding at the time of the Spanish invasions in the sixteenth century. In addition to levying tributes, the Aztecs engaged in some commerce both within and without their empire. Within the Inca empire, however, the movement of goods was almost exclusively either tribute or the transfer of grain from one region of the empire to another to alleviate the effects of crop failures.




Mercantilism and Commercial Expansion, 1450-1750 

Considerable material benefits flowed into the centers of the most successful Tribute-seeking empires, but none of these empires contained the internal tensions that created the capitalism of Western Europe. The genesis of the development of capitalism was not found in these empires. In fact the institutions required for operating a successful Tribute empire—a powerful standing army, highly centralized political organization, and elaborate bureaucracies—impeded the development of the social and political conditions for the emergence of capitalist relations.4 Specific historical examples of these general points are not difficult to find. When one looks at the thirteenth- and fourteenth-century Ottoman and Chinese empires, it is hard not to be struck by how much greater were their levels of commercial activity, urbanization,  centralized political control, scientific and cultural sophistication, and concentrated wealth than were found in Western European feudalism of the same period.

Nevertheless, it was the relatively primitive and decentralized feudalism of Western Europe that successfully adopted such technical and organizational changes as the water mill and new ways to rotate crops, design plows, and use draught animals. These innovations, often drawn from distant lands, significantly promoted the growth of land yields and labor productivity in Europe from the ninth to the thirteenth centuries. The twelfth and thirteenth centuries, complete with Gothic cathedrals, was a period of feudal opulence when returns to the nobility were rising while more centralized political orders reduced their local military function and encouraged vigorous urban and commercial growth (Duby, 1972; 207-212; Lopez, 1971).

By the early 1300s, an overburdened soil, climatic cooling, increased long-distance trade, extensive religious pilgrimages, and the Hundred Years’ War all contributed to the virulence of the Black Death—a series of plagues that began among Mongol troops in the Crimea and swept through Eurasia from the 1340s to the early fifteenth century (McNeill, 1976: 158-171). By the mid-fifteenth century, the population in Europe was probably only 60-70 percent of what it had been one hundred years earlier, and the plagues seriously weakened the position of the landlord class. Even when landlords survived physically, it was very difficult for them to obtain adequate numbers of workers and prevent them from migrating to empty lands. Peasants’ resistance to feudal bonds was on the whole successful in Western Europe but was crushed in Eastern Europe.5


Looking back six hundred years, it is clear that these factors were important for the creation of capitalism as the dominant means of economic organization. However, the process within Europe was very uneven, and the most critical theme for our story here is the European struggle to establish coherent nation-states (Anderson, 1983; C. Tilly, 1975). Although this protracted process was not independent of the formation of domestic capitalism, there certainly was no direct, linear link with it. For example, the Iberian nations of Portugal and Spain were successful in their national political projects at this time, although they lagged behind other regions in the domestic development of capitalist relationships. On the other hand, Germany and Italy contained regions with comparatively well-developed capitalist relations but did not become unified nation-states until the nineteenth century.

It was this process of national political consolidation combined with rising productivity in agriculture and the growth of cities and commerce that underlay Western Europeans’ expansion in the fifteenth and sixteenth centuries. That expansion began to integrate Latin America, Africa, and Asia into a web of mercantile relationships spanning the world. Although commercial profits were the primary motive behind the European expansion, this  was not anything new for merchants, who as an occupational group throughout the world and for centuries had sought commercial profits.

This particular type of mercantile activity, however, was distinguished from earlier commercial endeavors in ways that warrant its being called Mercantilism with a capital M. The defining feature of the European Mercantile phase of economic expansion was that overseas commerce was an integral component of protonational political projects, and monarchs were active partners with merchants. The alliance with national power offered particular merchants protection from competition within the nation, and the buildup of national military power offered protection while operating abroad.

European monarchs’ interest in the alliance stemmed from their struggles against the power of local barons—remnants of feudal decentralization—in order to consolidate contiguous regions under monarchical control and to protect their sovereignty from covetous neighbors. In this effort, monarchs were pressed financially, in good part to pay for national navies and mercenary armies not beholden to local lords. Monarchs were especially interested in overseas commerce at this time, because revenue from overseas was not derived from an activity that strengthened local barons or even required their consent. Monarchs gained such revenue by directly investing in expeditions and by selling monopoly franchises for commercial monopolies that facilitated efficient taxation. An active engagement in international commerce at this time required a strong military, and war-making substantially strengthened the institutions of centralized political control (C. Tilly, 1975). The resulting Western European merchant-monarch alliances varied in their mix of relative power between merchants and monarchs, and by the seventeenth century, Holland with its mercantile oligarchy and Spain with its powerful monarchy defined the range of the Western European continuum (Wilson, 1967).

The Mercantilist ideal in these circumstances was to take over an established, lucrative trade and extract profits through a monopoly protected by cannon. The cost of transportation in long-distance trade favored commodities that were valuable in relation to their bulk, and this made the trade between Europe and Asia—“the Orient”—an extremely desirable target in the fifteenth century. The late medieval Crusades to the Middle East, which were looting and pillaging forays that included sacking Christian Constantinople, had whetted European tastes for Chinese silks, porcelain, exotic woods, medicines and drugs such as rhubarb and opium, Indian cotton textiles (“calicoes”), precious stones, and other exotic consumer goods. But while these commodities were important, the prize of the East-West commerce was the trade in spices: pepper from India, ginger from China, cinnamon from Ceylon, and especially the nutmeg, mace, and cloves from the Spice Islands of present-day Indonesia.

Much of the demand for Asian spices was a luxury demand, reflecting late medieval cuisine in which the European rich were beginning to eat differently  from, not just more than, the poor, and imaginative and exotic flavorings were part of the difference (Braudel, 1967: 124-127; Schivelbusch, 1992). In addition, preserving meat through winter was necessary and difficult for all Europeans, and even some peasants bought Eastern spices to complement the use of other, less satisfactory preservatives such as salt and West African pepper.

In the middle of the fifteenth century, however, it was not obvious how Western European merchants could get a piece of this commerce, which was dominated by Asian, Arab, and Mediterranean merchants. The Portuguese showed the way. Throughout most of the fifteenth century, commercially driven Portuguese expeditions worked their way down the west coast of Africa and intercepted some of the trans-Saharan caravan trade in gold, pepper, and ivory controlled by Arab merchants. The Portuguese set up several fortified trading posts along that coast, modeled on the Mediterranean city-states’ strategy, and in the same period, they established permanent colonies on Madeira, the Azores, and the Cape Verde islands in the Atlantic. The real breakthrough for the Portuguese, however, was Bartholomeu Dias’s sailing around the southern tip of Africa in the 1480s and Vasco de Gama’s successful expedition around Africa to India in the closing years of the fifteenth century.

At this time, the Venetians controlled most of the seaborne spice trade between eastern Mediterranean sellers—mostly Arab traders in the Levant and Egypt—and buyers in Western Mediterranean ports, even though they had to share with merchants of the expanding Ottoman Turkish empire. In spite of the great strides taken in the design and construction of Iberian sailing ships and naval cannon, they were still no match for Venetian and Ottoman galleys in the calm waters of the Mediterranean. But on the high seas, the many small cannon of the Iberian vessels, their more efficient use of wind, and their greater seaworthiness and maneuverability gave them a decisive edge over the great galleys that still depended on ramming and boarding tactics, occasionally supplemented by a siege cannon in the bows (Cipolla, 1965; McNeill, 1993).

Therefore, Vasco da Gama’s voyage was extremely important. Here at last was a way to India and the rest of Asia free from the Venetians and Ottomans in the Mediterranean and thereby the means of breaking their hold on the spice trade.6 Drawing on the experience on the African coast, the Portuguese stuck to the seas and created coastal footholds, like Goa on the Indian coast, that could be protected and supplied from the sea. The second step was the decisive defeat of the Ottoman galleys in the high seas off the northwestern coast of India in 1509. As a result, the Portuguese were able to reduce the flow of spices that went through the narrow entrances to the Persian Gulf and Red Sea, make advantageous alliances with Arab merchant communities on the east coast of Africa and Muslim and Hindu traders in India, and bring Asian goods around Africa to Western Europe.

The design of ships and cannons was an important factor in the Europeans’ success in the Indian Ocean, but the role of technology should not be exaggerated. For instance, the Chinese emperor sent Grand Eunuch Cheng Ho on four expeditions through southeastern Asia and the Indian Ocean between 1404 and 1433. The first expedition—28,000 men in sixty-two ships whose average size was more than three times that of Christopher Columbus’s flagship—visited the west coast of India, and one of the expeditions probably reached the east coast of Africa (Chaudhuri, 1985: 60-62). But in 1433, the Ming dynasty emperor, who neither needed nor desired an alliance with domestic merchants, canceled these forays abroad and actively discouraged commercial activities by overseas Chinese communities in Southeast Asia. Perhaps the emperor wished to concentrate on consolidating domestic political control after the overthrow of the Mongol rulers in the prior century as well as the chaos of the Black Death. In any case, Cheng Ho’s expeditions demonstrated a deeply impressive technological, logistical, and military prowess. The point, therefore, is that without the political interest in trade that characterized Western European Mercantilism, the power of Cheng Ho’s armada was not translated into overseas economic and political expansion and a Mercantile empire. The Chinese withdrawal obviously facilitated Europeans’ entry into the Asian trade.

After securing footholds on the northern edge of the Arabian Sea and on the west coast of India, the next step for the Portuguese was to muscle in on the Muslim and Hindu link of the seaborne trade between India and the Strait of Malacca at the end of the Malay peninsula. The last step in the sequence was to break into the Chinese portion of the seaborne trade between Malacca and the princes of the Spice Islands. Throughout this process, the Portuguese encountered well-established Muslim trading communities in the South and Southeast Asian trade routes.

Chaudhuri (1985: 51) suggests how long and extensively Muslim traders had been based in Asia when he reports that in 878, Chinese rebel troops captured Canton and killed 120,000 foreigners, mostly Muslims and some Christians and Jews. The apparent omnipresence of Muslims was probably unnerving for the Christians, who had only recently expelled the Moors from the Iberian peninsula and were worried about contemporary Muslim expansion, which included the Ottomans’ taking Constantinople in 1453 and pushing west through the Balkans to knock on the gates of Vienna. Still, although not shy about using raw cannon power, the Portuguese often cooperated with Muslim, Hindu, and Chinese merchants, and in a very short time, they established coastal forts and trading centers as far north and east as the island of Macao near the Chinese coast. Although Europeans at this time did not dominate the Indian Ocean beyond a few key sites, large proportions of the trade between Asia and Western Europe were going around Africa in Portuguese ships by the third decade of the sixteenth century. The  predominance of the Portuguese seaborne trade was helped by political turmoil that disrupted the caravan trade across central Asia (Rossabi, 1990), and foreign commerce accounted for 65 to 70 percent of the Portuguese king’s fiscal revenues (Mauro, 1984: 443).

In the late sixteenth and early seventeenth centuries, the Portuguese suffered severe reverses. Philip II of Spain assumed the Portuguese throne in 1580, and by the 1620s, the Dutch had thrown off a century of Spanish rule. With help and competition from the English and French, the Dutch wrested the Asian trade away from the Portuguese, and between 1630 and 1654, the Dutch also conquered Portuguese sugar-producing regions in northeast Brazil. By the eighteenth century, however, the English and French had taken commercial leadership away from the Dutch. These shifts in commercial leadership during the Mercantilist era had little to do with lower prices for superior goods; it was military power rather than market competition that determined winners and losers.

For a book about Latin America, the story has strayed to the other side of the globe and has gotten ahead of itself chronologically. Nevertheless, the purpose has been to establish the distinctive principles underlying the sixteenth- and seventeenth-century European expansion. Although looting and tribute—central features of earlier expansions—were still involved, the Portuguese and Dutch were primarily pursuing mercantile profits through their control of the sale of spices and assorted Asian luxury consumer goods throughout Europe.7


The expansionary impulse of Mercantilism stemmed from the joint political-financial projects of rulers and merchants that reflected precapitalist forms of production within Europe at that time. The nations that initiated Mercantilist imperialism—Portugal, Spain, Holland, France, and England—were not individually the principal markets of this trade; Western Europe in general was the primary market. Neither were these nations the sources of these commodities. The core purpose of the Mercantilist trade was neither for national provisioning nor for finding new markets for domestic production. This was not the imperialism of industrial capitalism, and it was not until centuries later that European imperialism sought raw materials, food supplies, investment outlets, and markets for domestically produced goods.

It was fortunate that exporting European goods to Asia was not an important goal, because there were few Western products desired in Asia. As a result, there was a chronic imbalance of trade between East and West during the sixteenth and seventeenth centuries. The Dutch financed this trade imbalance by using profits from intra-Asian seaborne trade to purchase Asian goods. In addition, after the Spanish conquest of America, some of the silver and gold flowing out of the New World and going to Europe and the Spanish Philippines kept moving to pay for imports from Asia. This was an important  contribution of the New World to the general development of Western European Mercantilism.


Reflections on Mercantilism 

The European global enterprise in the fifteenth through the seventeenth centuries was the project of Mercantilism—merchant capital allied with ascendant national political forces. Mercantilism was a phase of the international political economy, which needs to be understood as the outward expression of leading nations’ domestic forces. That is, although each phase of the international political economy has a logic, the international system should not be understood as a “thing” that has its own existence independent from leading nations’ historically specific features and from the relationships among these nations. As those features and relationships changed, so did the character of the international political economy.

Moreover, as a phase in the international political economy, Mercantilism was not a “mode of production.” A mode of production is the social organization of production—the particular relationships among those involved in producing goods and services, and especially the adversarial relationships between producers and nonproducers. At different times and places, production processes have been dominated by sets of relationships sufficiently important to warrant being called a mode of production: slaves versus masters; serfs versus lords; independent peasants and craftspeople versus merchants and political elites; and wage workers versus owners/employers. The mechanism by which nonproducers—masters, lords, merchants and the state, and owners/employers in the examples above—wrest the product away from producers (slaves, serfs, peasants and artisans, and wage workers) is distinctive for each mode of production and one of the principal points of conflict and change (Wolf, 1982: 73-100).

From this definition, it is clear that Mercantilism was not the outward expression of capitalism, which was the ascendant mode of production in parts of Western Europe during the seventeenth and eighteenth centuries. Capitalism presupposes markets for the exchange of commodities (goods produced for sale on markets rather than for direct use), but commodities, whether circulating in world or local markets, have been produced over the centuries under conditions of almost every imaginable set of social relations between producers and nonproducers. Market relationships among commodities, evident in some areas for millennia, are not unique to capitalism, and the presence of such markets is therefore an inadequate means for defining capitalism.

What is distinctive about capitalism is the wage relationship between workers and owners of the means of production (e.g., plant, equipment, and  land). This central relationship operates through the market in labor services, where those who control the means of production purchase labor services from those who possess no productive resources other than their labor and thus must sell their labor services to survive. Since each mode of production has its own contradictions and sources of motion, mistaking the presence of commodity markets as evidence of the existence of capitalism is likely to misdirect analysis.

So how do we understand the character of Mercantilism? An important scholarly tradition, forcefully argued by Fox-Genovese and Genovese (1983: 3-15), sees merchant capital as inherently conservative in its social and political effects. It is true that neither domestic nor long-distance commerce, in and of itself, was sufficient to create a materially progressive capitalist order. Merchants were dependent on existing markets and thus unlikely to undermine existing social arrangements of privilege and power on which the markets were predicated. The example of Portugal demonstrates that a vigorous and successful Mercantilism did not necessarily lead to a dynamic capitalist economy. Only in conjunction with other quite specific factors, as discussed in Chapter 2, did mercantile activity contribute to the rise of capitalism in Europe.

The principal point here, however, is that when one looks outside Europe and especially at the New World, the effects of European Mercantilism were radically transformative and anything but conservative. The spice trade illustrates how mercantilist penetration did favor places with readily available commodities for which there were proven markets in Europe, but the examples of cacao and tobacco demonstrate that mercantile forces were willing and able to market new products.

Moreover, merchants’ aggressive experimentation was not limited to marketing. Merchants were indeed indifferent as to whether slave labor, peasants, independent artisans, wage workers, or whatever produced their marketable commodities, and merchants’ entry into new areas could strengthen existing social organizations of production and labor control. Nevertheless, it is erroneous to underestimate the truly revolutionizing capabilities of merchants and their political sponsors in an area where despite the likelihood of high profits, local people could not or would not produce desired commodities in sufficient quantities and on agreeable terms. When confronted with this situation, European Mercantilism’s potent combination of merchant capital and political power was fully capable of directly organizing the production of commodities by mobilizing labor in whatever mode was expedient to realize the market potential. Slaves themselves became important Mercantile commodities, and the use of African slaves on Brazilian and Caribbean plantations that produced sugar for Western Europe and North America are simply the most obvious examples of how profoundly the Mercantile project affected Latin America and Africa. Whether one regards these  effects as progressive or retrograde, they definitely did not work to conserve previous social and political orders.

The examples in the previous paragraph illustrate a further point: the opportunism of Mercantilist forces in organizing colonial production meant that there was no clear relationship between colonies’ being plugged into expanding circuits of Mercantile trade and the colonies’ prospects for developing the internal dynamism of capitalism. The sugar plantations of northeastern Brazil were the colonies of a weak Mercantilist power whereas those of the English Caribbean belonged to a Mercantilist power that was rapidly becoming the world’s leading capitalist economy. Nevertheless, the similar organization of production in the two colonial regions meant that their futures would be more alike than those of Portugal and England. Production in both colonial regions was principally for markets, and the comparative vigor of those commodity markets was a less important determinant of future possibilities than the ways in which their production was organized. As in the southern United States, plantation slavery indelibly stamped the social formations of northeastern Brazil and the Caribbean in ways that impeded the development of a dynamic capitalism.




Sixteenth- and Seventeenth-Century Colonial Latin America as an Uncertain Mercantile Project 

Spain and Portugal were the preeminent colonial powers in the Americas, but they were very different colonial enterprises, and the distinction between Tribute and Mercantilist imperialisms provides a fruitful way of comparing them.


Spain in the Americas 

Spain’s pursuit of the spice trade began as the Spaniards were engaged in two profoundly important domestic processes. The first was completing the reconquest (reconquista) of the peninsula, a centuries-long war to reassert Christian control over the Iberian peninsula, which had been conquered by the “Moors” in the eighth-century Muslim expansion. The capture of Granada in 1492 marked the Spaniards’ final defeat of the Moors on the Iberian peninsula. The second was the beginning of national unification. The 1474 marriage of Isabella of Castile to Ferdinand of smaller Aragon was a major step toward the consolidation of a united Spain.

The Spaniards sponsored Columbus’s attempt to reach the Spice Islands (or East Indies, modern Indonesia) by sailing west, because the Portuguese had already established a presence on the west coast of Africa, formally acknowledged by the Spaniards in the Treaty of Tordesillas of 1494.8 On their  way west, however, Columbus’s expedition bumped into the New World. There was considerable confusion over what it was and where it was, and Christopher Columbus remained convinced through four voyages that he had reached the Spice Islands, or East Indies.

The major geographic debate at the time was not over whether the earth was flat or round but rather over the size of the sphere, and Columbus thought that it was considerably smaller than it was. Amerigo Vespucci, sailing for Portugal, was one of the first to argue convincingly that the New World was indeed a land mass previously unknown in Europe outside of shadowy tale and legend. The Americas were thus named after him, although the initial naming of the Western Hemisphere as “the Indies” and the indigenous peoples as “Indians” persisted. The circumnavigation of the globe by Ferdinand Magellan’s expedition in the 1520s added the Philippine Islands to the Spanish empire, but to the disappointment of the Spaniards, it also demonstrated that the size of the planet Earth made unfeasible any trade route from Europe to the Spice Islands by way of the Pacific Ocean.

Spain of the Hapsburgs—the royal house in the sixteenth and seventeenth centuries9—secured its claims in the New World on the chance that something worthwhile might come of it and tried to regulate new exploration, which was haphazard and left to individual initiative. But royal attention was seriously engaged when two military adventurers scored big. With the help of horses, guns, mastiffs, large numbers of Indian allies, and deadly diseases, Hernán Cortés and his troops defeated the Aztecs and looted Tenochtitlán (Mexico City) in the 1520s, and Francisco Pizarro led the pillage of the Inca empire in Peru a decade later.10 The rich plunder from these conquests raised hopes that were quickly confirmed by the discovery of extensive silver deposits in Mexico and Peru in the 1540s. The locations of the major sources of precious metals were fortunate for the Spaniards; they were in the less disease-ridden highlands near the Aztec and Inca empires, where the hierarchically organized and dense populations could be used for labor. Mexico and Peru became the undisputed centers of Spanish America.

The discovery of the massive silver deposits as well as some gold irrevocably transformed the nature of the Spanish colonial enterprise from a Mercantilist endeavor to a Tribute empire. The essentially Tribute nature of sixteenth- and seventeenth-century Spanish America is obscured by the Mercantile impulse that underlay the sponsorship of the initial explorations and the importance that Mercantile theorists placed on acquiring monetary metals. Neither was decisive in governing the relationship between Spain and the American colonies, and that fundamental relationship—the ways by which Spain acquired precious metals from Spanish America—was a Tribute and not a Mercantile mechanism. This understanding is necessary to make sense out of the institutional forms of sixteenth- and seventeenth-century Spanish colonial domination.

An indication of the importance of the New World empire to the Spanish throne was its immigration policy. The crown prohibited emigration by Jews, Moors, and other undesirables to the New World. This was in sharp contrast to English policy in its North American colonies, which were the leftover territories available to colonial latecomers a century later. The English deliberately used their North American colonies as a dumping ground for all sorts of troublemakers, including prisoners and religious and political dissidents not wanted in England. The few Caribbean islands that England managed to wrest from within the Spanish empire—for instance, Jamaica, Barbados, and Trinidad—were more important colonial possessions, and the English government kept them under considerably tighter supervision.

The narrowness of the Hapsburg colonial agenda, defined principally by the Tribute-seeking acquisition of precious metals, was clear in the outlying areas of the New World empire. The Hapsburg Crown severely constrained production and commerce organized around sugar, cacao, tobacco, dyes, spices, and other tropical produce, which would have been the centerpieces of a Mercantile colonialism (as in the English and French Caribbean). Colonial policy did allow the establishment of slave plantations that grew these items on the Caribbean islands and the Caribbean and Peruvian coasts. At the same time, however, the Spanish Crown’s rigid and costly restrictions on product markets and on the availability of slaves deliberately stunted the development of these activities until the eighteenth century. These contradictory start-stop policies were not accidental. They stemmed from the Spanish Crown’s consistent indifference toward American productive or commercial activity apart from the precious metals.

This same stance was also evident in the Crown’s disregard for the development of the frontier ranching areas of Argentina, Chile, southern Venezuela, and northern Mexico. Except for Panama on the main transport route between Peru and Spain, this lack of interest included Central America, which remained a backwater throughout the colonial period. The remnants of the Maya civilization—in decline for 300 years before the Spaniards arrived—was the source of some successful looting in the early sixteenth century, but there was little in the way of precious metals. Although Maya social organization enabled Spaniards to use indigenous systems of labor mobilization, the Crown never paid serious attention to realizing the export potential of cacao, indigo, and cochineal in the isthmus.

For the Hapsburg authorities, the primary purpose of these plantations and frontier ranches was to settle and protect strategic areas and transportation routes with minimum expenditure. The Crown simply was not committed to stimulating commercial ventures along the lines of Mercantile imperialism. Although Spanish commercial guilds (consulados) were granted trade monopolies in Spanish America and would have benefited from expanding trade, their interests were subordinated to expanding the flow of monetary metals. 


The Spanish Crown focused its attention and resources on the silver mining areas of Peru and Mexico—the heart of the empire—where colonial policy designed creative colonial institutions. Although the first decades after the conquest were chaotic and included considerable looting by military entrepreneurs, the Spanish Crown successfully asserted control over the aging conquistadores by the middle of the sixteenth century and established the mechanisms to operate the New World Tribute empire.

As already mentioned, the Spaniards were fortunate in that most of the richest silver deposits were near where the Aztec and Inca societies already had developed sophisticated, hierarchical social and political organizations by which the minority acquired the fruits of the majority’s productive efforts. After establishing administrative control in the countryside, the Spanish authorities replaced Inca and Aztec elites with Spanish settlers and royal officials in order to use this traditional system to provision the mines and cities with agricultural produce. The Crown accomplished this by granting individual Spaniards the right to levy a tribute in goods and labor services on specified villages or groups of villages (encomiendas). Although a settler elite was necessary for the system’s operation, the Crown was wary about the potential decentralization of power that would accompany the development of an independent landed class. Therefore, the Crown refused encomenderos control of the land, prohibited them from living in the villages, regulated the tribute, and limited encomenderos’ ability to pass encomiendas on to heirs. The strongly urban character of colonial Spanish America was one of the by-products of the encomienda system.

These restrictions irritated the encomenderos, and there were continuous disputes between encomenderos and the Crown about the tribute and other regulations. Nevertheless, most Spaniards certainly had not come to the New World to become farmers, and in their eyes, control over the products of others’ work was a satisfactory arrangement. Encomenderos did have some latitude in specifying the composition of Indian tribute, and they often demanded wheat, sheep’s wool, chickens, and pigs—salable in urban markets but alien to the Indians—while refusing feathers, common in preconquest tributes. The patterns of tribute evolved over the years until money often constituted around half of the tribute. In addition, there were a number of other ways, such as the forced sale of goods to the communities, by which encomenderos squeezed the villages.

After the Crown abolished the labor service component of private encomienda tribute early in the sixteenth century, public officials controlled most of the coercive Indian labor conscription system (repartimiento in Mexico and mita in Peru), which had roots in pre-Hispanic America. Royal officials specified the number of workers that each village was to draft for six months or a year of work at low fixed wages in the mines, public works like  roads and buildings, private lands, the notoriously awful textile workshops (obrajes), and other enterprises.

This was the early colonial model, and its monitoring and control required extensive official bureaucracies and a large number of agents, both state and ecclesiastical. It is important to remember that throughout the colonial period, the Catholic Church operated explicitly as an arm of the royal authority. At the very beginning of the colonial period, the pope formally ceded patronage to the Spanish king, who appointed bishops, collected and distributed the church tithe, insisted that communication with the pope be approved in Spain, and supervised the immigration of priests, the construction of churches, and evangelical strategies.

The Spanish Crown passed over Catholic monks and military orders and placed mendicant orders—Franciscan, Dominican, Augustinian, and Mercedarian—in charge of missionary work. In the mid-sixteenth century it added the Jesuits—founded in 1540 as part of the Spanish Counter-Reformation campaign—to the roster of evangelizing orders. In line with royal wishes, these Catholic orders frequently opposed settlers’ predatory treatment of the Indians, and in the first decades of the colonization, the church was instrumental in outlawing Indian slavery except for captives from “just wars” on the frontiers. On the other hand, the church went along with African slavery to relieve pressure on Indians, and although the putative moral basis for African slavery was conversion to Christianity, the church made few efforts to convert Africans, free or slave, throughout the colonial period (Barnadas, 1984). African slavery was simply a more reliable source of labor than Indian slavery, which had proven fatal for the Indians and unsatisfactory for the Spaniards.

The regular orders of the church (and occasional secular priests) became wealthy owners of land, slaves, and various enterprises, and the church was the principal source of credit in colonial Spanish America. Among them, the Jesuits were the most zealous in evangelizing and education, the most successful in accumulating wealth, and the boldest in trying to maintain independence from the Crown. The ultimate authority of the Spanish Crown was unambiguously demonstrated, however, when the Crown expelled the Jesuits from the New World and Spain in 1767.

Both the encomienda and the labor draft systems required preserving the Indian communities, but the death of so many Indians severely reduced and threatened to obliterate the communities. The most dramatic immediate consequence of connecting America with Europe was the greatest demographic disaster in human history. The native populations of the Caribbean islands and on the Caribbean and Pacific coasts—more loosely organized and egalitarian societies than the highland ones of Mexico, Guatemala, and the Andes—all but disappeared. The population of the Valley of Mexico of 25 million in 1519 declined to under 2 million by 1580, and the 10 million people in the Andean highlands in 1530 were reduced to a population of 1.5  million by 1580 (Wachtel, 1984: 212).11 Overall, the population of the New World was around 80 million at the beginning of the sixteenth century, or about 20 percent of world population. By the beginning of the next century, the population of the New World, including Europeans, Africans, and mixed-race castas, had declined to around 10 million, or about 3 percent of the world’s population.

The disappearance of almost 90 percent of the indigenous population was caused by the wars of conquest, starvation, overwork, cruelty, and displacement, all of which reduced fertility and softened the population for the principal killers: smallpox, measles, tuberculosis, bubonic plague, and assorted other diseases that had been circulating between Asia, Africa, and Europe for centuries but were unknown to the indigenous inhabitants of the New World.12 Moreover, the church’s own policies of forced relocation of Indian villages in order to facilitate conversion, protect them from settlers, and use their labor no doubt contributed to the spread of the contagions.

These tragic events not only destroyed the physical membership of the Indian communities; they combined with Spanish interventions to distribute what was left of material welfare and political power among community members more evenly than before the Spanish invasion. This social leveling, graphically illustrated by Indians’ widespread consumption of such products as cacao, coca, and alcoholic beverages previously reserved for the Indian elite and special rituals, reduced the communities’ ability to administer the tribute and labor draft. Depopulation, dissolution of organized hierarchies, and Hapsburg policy significantly eroded the importance of the encomienda in the core areas by the end of the sixteenth century, and by the last half of the seventeenth century, the encomienda persisted only in peripheral areas. The repartimiento and mita, however, were more durable.

Indian populations began to recover in the late seventeenth century, due in good part to the economic depression that mitigated the demands on Indian labor, but the supply of labor was severely reduced. And the labor demands were extraordinary: by the end of the sixteenth century and beginning of the seventeenth century, there were over 9,000 people working in Mexican mines and over 20,000 in the two largest Peruvian mines, some having to travel two months to reach the mines (Bakewell, 1984: 125-127). The mines in central Mexico and in Peru had higher proportions of drafted Indian workers than those in northern and western Mexico, which were farther from the well-organized Indian societies in central Mexico and thus more dependent on African slaves, Indian slaves from “unpacified” tribes, and wage laborers. The scale of this administrative and logistical achievement cannot but be a source of wonder (and of relief at not having been part of it).

During the seventeenth century, the direct coercion of the repartimiento, the mita, and slavery was increasingly supplemented by other ways to mobilize  labor. Even in mining, workers began to be recruited through wage labor, piecework, peonage, and other modes of labor organization less unfavorable to workers (Sempat Assadourian, 1979: 229-257). As encomiendas evolved during the seventeenth century into large private estates (haciendas), taking over empty and not-so-empty Indian lands, agricultural labor systems demonstrated similar heterogeneity and fluidity. For example, Indians often preferred tenancy on Spanish haciendas to life in the Indian villages with the constant demands of tribute and other exactions by Crown officials and clergy. All of these labor relationships and their terms were pushed and pulled by contestations on a variety of levels. The resulting fluctuations over time and among settings depended on the fall and rise of the Indian populations, the relative strength of employers, workers, and the colonial state, and the buoyancy of regional and international markets.

Recent attention to the social history of subordinate groups—Indians, Africans, mixed-race castas, and women—has usefully eroded previously facile generalizations about Spanish colonial life, and the emphasis on active resistance and varied experience is essential to appreciate the ways in which people’s struggles influenced colonial life. Nevertheless, one needs to guard against even the hint that individual and collective resistance enabled the oppressed to control their lives and welfare in any larger sense. By exaggerating opportunities for individual and collective volition and minimizing the power exercised by coercive structures of social control, some social history scholarship is almost indistinguishable from the celebration of free market individualism in mainstream economic history. Both argue that market opportunities and individuals’ desire to grasp the main chance have historically overcome “artificial” restraints on such initiatives.13
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