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A note on internationalization of capital as an independent variable in
the analysis of the international system™
by K. van der Pijl

1 Introduction

In this short contribution we shall make use of the elements and logical
construction of Marxist theory, clarifying terms where necessary. In the
first place, the notion of capital.

As an empirical phenomenon, capital stands for a quantity of value that
enters the production process in the form of commodities (labour and means
of production). The purpose of the capitalist, who brings together these
commodities as capital, is the creation of surplus value which is the value
of the product in as far as it exceeds the reproduction costs of labour and
means of production. In terms of value, therefore, the ensuing product con-
tains three elements: constant capital (raw materials, depreciation of ma-
chinery); variable capital (wages) and surplus value; together symbolized
by ¢ + v + s. This product, in the form of commodities, subsequently
enters the circulation process; because if the capitalist has the intention to
start production again, he will have to get hold of the value of his com-
modities in money form to be able to buy new labour and means of pro-
duction and to invest ("accumulate’) the surplus value in new ¢ and v, thus
expanding the scale of production.

Capital as a broader term, actually as an heuristic device, elucidates the
social context of the above process. For, as the reader will have noticed, in
the short description of the process of capitalist production and circulation
quite a few assumptions were taken for granted: for example, the existence
of free labour, separated from the means of production; and capitalists,
obviously operating on the market unhindered, buying labour and means of
production and appropriating the surplus value only to accumulate it as
new labour and means of production again. Certainly, these conditions do
not apply to all types of society. Capital, therefore, is a specific social rela-
tion, but it is so in two ways: as class, i.e. production relations, it is the
relation between proprietor-bourgeoisie and propertyless proletariat; as
competition, i.e. circulation relations, it is the relation between capitalists,
creating the necessity to accumulate.

It is now possible to see the fundamental unity of the production and cir-
culation processes but at the same time to recognize that in their func-
tioning together in a situation of mutual determination, production is the
dominant element. Here we shall mention two contradictions within this
superficially harmonious model (others we shall come to later). First, there
is the relation of exploitation between capitalist and worker, the latter pro-
ducing his own reproduction costs e.g. in half a day while working until
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evening, thus creating the surplus value that accrues to the capitalist at no
cost; second, there is the fact that the bourgeoisie, though united against
the proletariat, are divided among themselves, especially from one system
of division of labour to another; this mostly because of the unequal develop-
ment of the productive forces.

Just looking at only these two aspects shows that economic relations cannot
endure without political enforcement, at least not as long as the necessities
of the mode of production demand the oppression of certain classes by
other classes. In capitalism, this is clearly the case.

Going over the main points of our definition of capital, we can now indi-
cate what is meant when one speaks of internationalization of capital.
Practically, internationalization occurs when a specific capital, running
through its cycle of production and circulation, crosses the national border.
(However, as will be shown presently, the ’national border’ dit not arrive
from another world but developed in close interrelation with capitalist
development and the rise of the bourgeoisie).

Taking the second and broader interpretation of the term capital, we ob-
serve the social context of the capitalist mode of production being recreated
wherever capital goes. It must be recreated at least to some degree, other-
wise capital as a quantity of value cannot run through its complete cycle.
For internationalization of circulation to take place, less far reaching con-
ditions have to be met than when production is internationalized; in the
first case, a mere market will do so as to enable the selling and buying of
commodities; for capitalist production, labour as such has to appear on the
market as a commodity.

The two contradictions that were touched upon above of course accompany
capital as a social relation: conflict between the bourgeoisie themselves as
well as class conflict are present in the degree that capital, as circulation and
production relations respectively, crystallizes; the same goes for the politi-
cal enforcement that is required to regulate both conflict situations.
Having explained, unavoidably by means of extreme simplification what
must be understood by the notion of internationalization of capital, two
additional remarks must be made.

Naturally, if the capitalist mode of production and its international rami-
fications can be anything like the independent variable in the analysis of
the international system (or international relations in general for that mat-
ter), then any mode of production must determine international behaviour
of its organizational unit, or else there is in reality another variable at work.
However, though there has been both war and trade long before the devel-
opment of capitalism, it is only with capitalism that a mode of production
comes into existence that on the one hand is capable of stimulating the
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development of productive forces to an extent that knows no limits (neither
in terms of production nor geographically), but that on the other hand is
plagued by contradictions, like accumulation causing the rate of profit to
fall, competition developing into its opposite (monopoly) and first of all the
class struggle obstructing the income distribution that we saw was essential
for accumulation in the first place (in its simplest form, ¢ + v + s). There-
fore, capitalism is forced to expand into non-capitalist regions and strata,
subjugating them in the process but never able to overcome its dependence
on outside elements completely (Cf. section 2).

Still, the general proposition about the mode of production determining
international relations can be made, though we shall not elaborate on this
matter further here.

Our second remark concerns the notion of ’independent variable’. In a
dialectical analysis this term should of course be stripped of its bivariate
connotations, and should be interpreted as meaning the dominant factor in
a situation that is determined by a multitude of factors. When we use the
term, it will be with this modification.

2 Accumulation of capital and internationalization

How to explain the outward bound thrust of the capitalist mode of pro-
duction? To grasp this fundamental problem, it may be useful te note the
Marxian distinction between the two aspects of the commodity: use value
and exchange value.

To be able to exchange commodities, people have to confront each other as
owners of the commodity. The relation of mutual independence that is
required for this confrontation, does not exist within primitive — in general:
pre-capitalist — communities: here the transfer of use value is regulated by
a system of appropriation based on personal relations. Because of this, the
exchange of commodities begins where the communities end, at their point
of contact with foreign communities or members of foreign communities.!
This exchange (simple circulation of commodities on the thus-defined
external market) stimulates the production of commodities in the communi-
ties that participate in the exchanges; thus dialectically creating potential
new units based on capitalist division of labour by destroying the old com-
munities with their social order based on the vertical appropriation of use
value.

Describing the process of nation-building, which is always characterized by
an interplay of this internal division of labour and its political reflection as
it is modified by the relative strength of the rising bourgeoisie (on the two
conflict dimensions already mentioned), cultural continuities — which in
turn are reinforced by the orientation towards a certain market centre —




and geographical continuity, would take us too far; but the very fact that
there is an interplay of several factors prevents the external market from
being completely internalized the moment the nation is constituted. The
territorial non-coincidence® between formal and informal nation is therefore
present from the start. It is in this sense that Rosa Luxumburg calls England
a part of Germany’s internal, capitalist market, while she considers the
German peasants being an external market for German capital.3 In the
same way the native peasants of the East Indies formed an external market
for British and Dutch merchant capital.

However, exchange between the communities or rather regions that take
part in the division of labour is not the same for all, nor are its effects on
class relations the same everywhere. We shall not dwell on the debate that
is being waged between A. Emmanuel, Ch. Bettelheim and S. Amin on the
problem of unequal exchange,* but just note that a commodity contains a
number of elements that constitute its value, reflecting the class and pro-
duction relations in which it was produced. In capitalist society, commodi-
ties have a value composition of ¢ + v + s, as was shown above. In this
formula the ¢/v ratio (the so-called organic composition of capital) is indi-
cative for the degree of mechanization of the production process (assuming
constant production costs of c). The higher the c/v ratio, the shorter the
time needed to produce a commodity, the lower its value. The Marxian law
of value states that in a society, i.e. among producers linked up by a market,
the c/v ratio will tend to equalize within all sectors of the production pro-
cess, equalizing by the transformation process of values into prices the rate
of profit (c _T_ = ; variations in the rate of surplus value, —i— can com-
pensate a lagging c/v ratio temporarily) between them.

The workings of the law of value devalue all production that takes more
time per commodity than is socially necessary when looking at the average
c/v ratio.

Though it is not wholly legitimate to speak of a c/v ratio when pre-capitalist
society is concerned, we can say like Palloix does’ that in exchanging com-
modities between regions developing towards capitalism, socially necessary
labourtime is exchanged. The more advanced regions, able to shorten this
labourtime, in this way secure an advantage when trading with the less
developed ones. It will also be in the more advanced regions, where class
relations are conducive to it, that accumulation of capital will take place.
The less developed regions, on the other hand, though forced to produce
commodities as well (e.g. cash crop agriculture) and contributing via simple
commodity circulation part of their surplus product to the capital that is
accumulated elsewhere, generally remain as they are with regard to class
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relations, these mostly even being reinforced.® Accordingly no shortening
of labourtime and no accumulation takes place as the surplus is tapped off
and production factors are distributed unfavourably.

This process of transferring value from backward sectors to more advanced
centres is called primitive accumulation and what is here presented as a
short series of mechanical causes and consequences in reality took centu-
ries to evolve. Marx depicts primitive accumulation in Britain in chapter 24
of ’Capital’, Bk. I; Palloix, in his already cited article (note 5), gives a
thoroughly documented account of the same process as it occurred, in a
later period, on an international level.

What is important for our argument, however, is that once expanded repro-
duction on the basis of capital accumulation takes off in the centre, trade
with non-capitalist regions and strata both inside and outside the formal
nation loses its accidental and optional quality. For, as the reader will re-
member from what was said in section 1, the capital that enters the produc-
tion process as a quantity of value will have to be realized afterwards so
as to enable the capitalist to obtain the different elements (c, v, s) of his
product in money-form and start production again. Accumulation, how-
ever, was also based on extraction of surplus value (mutatis mutandis) from
non-capitalist regions and strata, and though theoretically the excess pro-
duction (the value of which will be a function of the accumulated surplus-
contribution from the non-capitalist regions) may be absorbed on the in-
ternal market with the help of credit, in reality part of the accumulated
surplus value is realized on the external market.

We can now speak of internationalization of circulation. Functioning within
the process of capitalist production and circulation, international trade now
becomes subject to the contradictions of the capitalist mode of production.
In the first place, the falling rate of profit. In counteracting this tendency
(which can easily be deduced from the combination of the rising c¢/v ratio

. S q
caused by accumulation and the formula of the rate of profltc e given

the fact that s can only be obtained from v) international trade can offer
only temporary relief. As Marx rightly saw, international trade, while prop-
ping up the rate of profit by cheapening the elements of both constant and
variable capital, fosters the development of production and therefore accu-
mulation, consequently lowering variable capital in relation to constant
capital and pulling the rate of profit down again.”

When, at the turn of this century, export of commodities began to be ac-
companied by export of capital, internationalization of capital entered its
second stage: internationalization of production. This development, how-
ever, was not mechanically caused by the falling rate of profit. There were




other elements that constituted together with the rate of profit a conditional
system of considerable complexity: international tariff wars, monopoly,
trade unionism, the so-called 2nd industrial revolution and its ramifications
e.g. the need for raw materials and first of all, the low c/v and high s/v
ratios in the colonies or like-colonies that held out the prospect of high
returns on capital investment. These factors mostly were to be found in the
sphere of class and production relations in the component parts of the in-
formal nations, — now turned into empires — and were mediated between
them by commodity circulation, actually by capital ’fractions’ managing
conversion of the functional forms of capital (p.m. productive, commodity-
and money-capital).

These fractions — banks, trade companies and in the case of colonies one
is tempted to include, mutatis mutandis, the colonial government — secured
orders for metropolitan cartels in railway construction (through interna-
tional credit mediation) and organized joint-stock companies for this and
other applications of the new technology, thereby investing portfolio capital
entrusted to them.8

In fact, in what is generally regarded as a self-contained episode of the
history of international relations, namely the imperialism of the 1870-1914
period, the two forms of internationalization of capital are fused, though
dialectically so: while reinforcing each other, as Lenin clearly saw (Export
of capital is practised to further export of commodities’), they are connec-
ted with two different modes of capitalist production: international trade
with the dying competitive capitalism and international production with the
new capitalism of the monopolies.?

From a theoretical point of view, there is no need to create a new imperia-
lism associated with the international corporation, suggesting an essential
difference between international investment in the periods before 1914 and
after 1945, as Palloix does.10

In reality there is a continuity, the portfolio investment of the imperialist
period being internationalization of production in its infancy, closely con-
nected with highly developed international trade and credit and protected
by the structure of empire, while the ’neo’-imperialism of the giant inter-
national firms and their mothercountries embodies internationalization of
production in full swing, engulfing circulation within the structure of the
corporation.

Rather, the differences between the two periods lie in the field of concen-
tration and centralization of capital and the elimination of traffic barriers,
coupled with the changes in the organizational structure of the foremost
institutional form of capital: the firm.1*

In the next section we shall add the notion of capital as a social relation to
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the description of the internationalization process as it was presented in this
section.

3 The state and internationalization of capital

In our introduction two dimensions of conflict directly relating to the capi-
talist mode of production were mentioned. First, there is class conflict
between bourgeoisie and proletariat; second, conflict between capitalists
themselves. These two dimensions of conflict were then associated with pro-
duction and circulation respectively and what was said about production
being the dominant element in a situation of mutual determination with
circulation can be re-formulated with respect to conflict: class conflict and
inter-capitalist conflict mutually determine each other, class conflict being
the dominant element in the long run.

The political enforcement of the economic relations betweeen capitalists
and workers and between capitalists themselves is entrusted to the capi-
talist state, whose public power varies with the intensity of the above men-
tioned conflicts. In the words of Engels:

’(Die offentliche Gewalt) kann sehr unbedeutend, fast verschwindend sein in Ge-
sellschaften mit noch unentwickelten Klassengegensitzen und auf abgelegnen
Gebieten, wie zeit- und ortsweise in den Vereinigten Staaten Amerikas. Sie ver-
starkt sich aber in dem Mass, wie die Klassengegensitze innerhalb des Staats sich
verschérfen und wie die einander begrenzenden Staaten grosser und volkreicher
werden’. (note next citation)

Of course, ’public power’ is in the first place derived from economic power
which is then reinforced dialectically.

‘Da der Staat entstanden ist aus dem Bediirfnis, Klassengegensitzen im Zaum
zu halten, da er aber gleichzeitig mitten im Konflikt dieser Klassen entstanden
ist, so ist er in der Regel Staat der michtigsten, Skonomisch herrschenden Klasse,
die vermittelst seiner auch politisch herrschende Klasse wird und so neue Mittel
erwirbt zur Niederhaltung und Ausbeutung der unterdriickten Klasse’.12

However, our second dimension of conflict makes clear that the bourgeoisie
is not a solid block; state power, therefore, must transcend the interests of
the individual capitalist or group of capitalists at least vis-a-vis the proleta-
riat (at home and abroad) and also in the inter-capitalist confrontation.
Because of this, the state will tend to appear in the eyes of the individual
capitalist as an obstacle for this possibilities for accumulation.13

In analyzing the workings of the capitalists state, two levels can be disting-
uished which correspond with our two-level definition of capital and which
are borrowed from Fennema’s thesis:

1 — technical-economic functions, connected with regulation and organiza-
tion of the production and circulation processes; and




2 — ideological-integrative functions,* regulating ’capital as a social rela-

tion’ as we have defined it above.

Having ordered the minimum requirements for analyzing the dialectical
interplay of internationalization of capital and the role of the state which
should be in the long run determined by it, we can now briefly look at
internationalization for a second time.

First, internationalization of circulation. As Palloix sees it, internationali-
zation of capital in the first place is internationalization of the law of value
(cf. above, p. 28). The confrontation of national values in the process of
international trade (which under capitalist production conditions can be
defined as internationalization of circulation) results in an international
value,

— (....) contraignant toute mise en valeur (roughly: realization, vdP) dans un

espace national a se mouler sur les normes mondiales de mise en valeur édictées
par la valeur internationale en derniére instance. —15

However, the unequal development of productive forces and class relations
does not permit such an equalization of the rate of profit. The ’national’
contrasts between the bourgeoisie bring out the foremost state function on
the technical-economic level with respect to internationalization of circul-
ation: the rate of exchange, modifying the workings of the law of value by
the workings of a second market besides the commodity market: the market
of the different currencies.

The constitution of a rate of profit on a world level is postponed by the
countervailing power of the rate of exchange, and more so by deliberate
tariff walls. As these mechanisms prevent automatic enlargement of the
market because of low prices, they stimulate the extensive growth of the
capitalist mode of production.!®

To be able to even maintain a currency or to put up a tariff wall, however,
political power is required; a power that in the 18th and 19th centuries
could be mobilized by relatively backward Germany and Italy, but that
was deficient in the case of the Iberian and Balkan countries. The ideologi-
cal-integrative function of war, reinforcement of inner cohesion and weake-
ning of outside enemies, plays a central role in state formation. And as
Krippendorff says,

— Nicht nur Staat und Krieg, sondern, weitergehend, Nationalstaat und kapitalis-
tische Produktionsweise entwickelten sich interdependent. —17

Also on the ideological-integrative level, one could put forward the pro-
position that the degree in which nationalism is encouraged varies inversely
with the ability of the national bourgeoisie to compete directly (without
refuge to tariffs) with other capitalist countries and with its ability to assert
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its power vis-a-vis the other classes, both pre-capitalist landed interests and
proletariat.

Internationalization of production, as it was described above, developed in
close interplay with highly developed international trade and credit.

The role of the state in the production process as such, however, did chan-
ge fundamentally in the course of the 20th century. Because of the objec-
tive socialization of production, state tasks on the technical-economic level
greatly increased. We shall not try to sum up these tasks, but just indicate
that when production was internationalized, state intervention duly followed:
from the imperial structure that protected the infant productive investment
in the colonies to the so-called development aid that serves to facilitate
investment in the dependent periphery by the international firms, while
keeping in place the desired ruling groups.

The international firm in its modern form transcends the fundamental me-
chanism that can be used by the state in international economic relations:
its possibility to regulate the circulation process by tariff policy and finan-
cial and monetary measures. While because of the international interpene-
tration of capital the ability of the state to defend its ’national’ capital is
being undermined already (this defence only being really possible and worth
the costs in case of a recession,!8 the international firms, in fact constituting
in Neusiiss’s words ’an aggregate social capital on a world level’,’® can
withdraw from state measures in the above mentioned fields at will.

Still, it would be wrong to conclude that the international firm is really
the all-powerful organization that it seems to be. In reality it is tied hands
and feet to the state(s) in which it operates, and the state/firm relation is
subject to a host of contradictions. Production in general, and connected
costs especially are being socialized, but appropriation is private and deci-
sionmaking goes uncontrolled. Or: capital demands unhindered movement
to look for and settle in profitable areas where it can raise surplus value,
but on the other hand depends completely on protective demarcation of
such areas by state power, enforcing class relations necessary for surplus
creation and realization. Because of the very fact that socialized costs con-
stitute a too heavy load for smaller countries, international firms exert
pressure for internationalization of state functions in the technical-econo-
mic realm (international organizations like the IMF, IBRD etc.) and en-
largement of the state as such, e.g. the EEC.20 (Of course, in this case a
multitude of factors are at work)

State functions on the ideological-integrative level in the process of inter-
nationalization of production, working on two mutually determined conflict
dimensions, namely international class conflict and inter-imperialist con
flict, account for most of the features of the present scene of international




relations; the very fact of the mutual determination of these two conflict
dimensions accounts for its systemic nature.

Therefore, we think that the analysis of the international system in these
terms should be preferred to Krippendorff’s ’internationale Solidaritdt der
herrschenden Klassen einerseits und die nationalistische Provinzialisierung
der unterdriickten Klassen anderseits’.2!

The mutual determination of the two conflict dimensions manifests itself
clearly in the case of both the German and Japanese economic development
efforts prior to the Second World War. To improve their position relative
to the more advanced capitalist countries, Germany and Japan were forced
to raise the rate of surplus value, in this way trying, protected by tariff walls,
to raise their level of industrialization (i.e. raise the c/v ratio) by a pro-
gram of forced accumulation. Class struggle was intensified to better the
economic position vis-a-vis other capitalist countries: nationalism proving
to be the binding element between the two, canalizing conflict (Cf. our
remark on nationalism above, p. 32).

Today, internationalization of capital as a social relation manifests itself in
the internationalization of state functions that regulate social conflict on the
two mutually determining dimensions. Repression of international class
struggle (both interstate and intra-state) is organized by U.S.-sponsored
defense organizations like NATO, SEATO, CENTO etc. International im-
perialist rivalry is being regulated mainly by diplomatic consultation as con-
flict regulation takes place for the most part on the technical-economic
level in organizations like OECD, GATT etc.

Having grossly simplified both international reality and the analytical tools
of Marxist theory that can be used to grasp it, we can still conclude that
by taking internationalization of capital as an independent variable in the
analysis of the international system one can create a comprehensive frame-
work with which the main course and events of the history and contem-
porary reality of international relations can be explained.

Class struggle can only be understood if the relation which creates the class
structure is seen in its broad historical development; the international sys-
tem can only be understood if the interrelation between class struggle and
imperialist rivalry is accorded due weight.
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