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Figure 19.1: Radical sociologist C. Wright Mills 
© Estate of C. Wright Mills 
The second half of the twentieth century was a relatively peaceful era of economic development and the golden age of U.S. hegemony. The Cold War between the U.S. and the Soviet Union provided a justification for the U.S. to extend credits to other societies for national development and for the Soviet Union to sponsor urbanization, education and industrialization in its Eastern European satellites. Another wave of national liberation movements in the remaining colonies brought independence and the trappings of national sovereignty to Africa and Asia. The demographic transition to lower birth rates continued to spread, but so did the transition to greater longevity and lower mortality rates, so the world population continued to rapidly increase, becoming more than 6 million by the end of the century. Cities continued to grow and in some areas this produced city-regions – dense concentrations of large cities with suburbs in between them. Country-folk in non-core countries increasingly moved to dwell in large urban areas and so by the end of the century over half of the human population of the Earth lived in large cities. Another great wave of globalization and the falling costs of communication and transportation brought the peoples of the world into much greater contact with one another, and two more world revolutions (1968 and 1989) once again challenged and restructured the institutions of global and national governance. 

America’s Half Century


Those enlightened conservatives who wanted to take the rough edges off of capitalism in order to preserve it invented the New Deal and a global development project based on Keynesian economic policies.  The intent was to overcome the perceived dangers of speculative capitalism and state communism that ran wild in the 1920s and the beggar-thy-neighbor economic nationalism that took hold during the deglobalization of the 1930s. The New Deal addressed the problems of overproduction and underconsumption by supporting the rights of workers to organize unions to collectively bargain with employers over wages and working conditions. In the U.S. the Wagner Act of 1935 provided legal protections to union organizers. Henry J. Kaiser, a progressive industrialist based in California, encouraged the workers at his steel and shipbuilding plants to organize their own independent labor unions. Corporate businessmen and wealthy families in the older Eastern industries and politicians from the U.S. south opposed this enlightened conservatism. In order to get New Deal legislation passed President Franklin Delano Roosevelt had to make compromises. Southern Dixiecrats (conservative Democrats) demanded that agriculture not be included in the New Deal labor legislation. The rising potential military challenge from Japan in the Pacific was a powerful argument for industrializing the U.S. West. Eastern steel companies acquiesced in allowing new steel production in the West, but only under certain conditions. The Fontana steel mill in Southern California, built by Kaiser, had to be located far enough from water transportation to make its products too expensive to survive during peacetime (Davis 1990). Thus did the New Deal contain important aspects of the old deal. 

The Congress of Industrial Organizations (C.I.O), with strong leadership provided by the American Communist Party, organized less skilled workers and the unemployed, and tried to overcome white racism in the labor movement by encouraging cooperation between black and white workers. In 1934 the American Communist Party had over a million members. That was the year of the San Francisco general strike, in which longshoremen and sailors led a successful organizing effort that resulted in radical unions taking control of hiring at all the west coast ports of the United States. This victory and other important struggles signaled the growing power of the C.I.O.

World War II was a replay of World War I. But now the Japanese challenge and the German challenge came together in time, and on the same side. This required the U.S. to fight wars in Europe and in the Pacific at the same time. Only a supersized superpower could bring this off. The war also ushered in the nuclear age. The “Manhattan Project” succeeded at detonating a plutonium implosion bomb near Alamagordo, New Mexico in 1945, that physicist J. Robert Oppenheimer described as “brighter than a thousand suns.” In August of the same year the U.S. dropped two bombs that obliterated the Japanese cities of Hiroshima and Nagasaki, ostensibly to save lives by ending the fighting more quickly. But the U.S. monopoly on nuclear weapons of mass destruction was short-lived. The U.S. and the Soviet Union had become allies in the fight against Nazi Germany in the war, but this evolved rapidly into the Cold War and a “balance of terror” arms race after the Soviet Union acquired nuclear weapons. 

After World War II the United States actively took up the mantle of global multilateral hegemony.  The establishment of the United Nations and the Bretton Woods institutions – the International Monetary Fund and the World Bank -- was a further move toward political globalization. The Marshall Plan facilitated the rebuilding of the Western European national economies by means of massive U.S. lending. A similar approach was employed in East Asia, where developmental states were supported in Japan and later in Korea, and U.S. corporations were prevented from buying up key domestic sectors of the Japanese and Korean economies. Getting support from conservatives in the U.S. for all these far-reaching global initiatives was not easy.  And President Roosevelt, the great architect of the New Deal, died in April of 1945. His Vice President was Harry Truman, and Truman was elected President in a very close race with Henry Wallace, the candidate of the Progressive Party, in 1948. Truman was able to get the acquiescence of the heartland conservatives for the Marshal Plan and other international programs because he painted these as part of the effort to contain Communism and to protect and develop “the Free World.” Thus did the Cold War, a global confrontion between different visions of the human future, serve as a powerful political justification for U.S. hegemony and an important contributor to the further expansion of capitalist globalization. 

The C.I.O. and the Communist Party (CP) emerged as powerful in certain unions and sectors in the U.S. after World War II. Many sympathizers with the radical labor movement had been badly put off by the U.S. Communist Party’s support for the Hitler-Stalin pact before World War II. But the CP played an important role in organizing workers in the steel and auto industries before and during World War II. Julius and Ethel Rosenberg were accused of passing the secret of the atomic bomb to the Soviet Union and were tried and executed for treason. Senator Joseph McCarthy from Wisconsin led a crusade to expose Communists and “fellow-travelers” in the federal government and higher education. And a battle took place within the labor movement between those radicals who wanted to fundamentally challenge the rule of capital and those other labor leaders who only wanted the workers that they represented to get a larger share of the pie. 

Joe McCarthy’s methods were unscrupulous and many innocents suffered until those who supported civil rights were able to prevail over the witch-hunt.
 But the “business unionists” prevailed over the reds in most of the struggles within the labor movement in the U.S. The prospect of an expanding U.S-led hegemonic project with a growing economy and an expanding middle class tilted in favor of class harmony rather than class struggle, at least within the core of the world-system. The business unionists won out in most of the labor movement because capitalism was able to incorporate a broad sector of the core working class into its developmental project as national citizens and consumers.


The wave of decolonization after World War II produced another spate of “new nations” in Asia and Africa. American leadership needed a development ideology that could compete with Soviet and Chinese Communism. The experiences of the Age of Extremes and the demands of the Cold War produced a consensus on Keynesian national development as the main project of the American hegemony and the reformist alternative to communism. All these factors reduced the salience of world parties and transnational social movements, and further increased the legitimacy of national societies as the totemic unit of world political and social organization. By constituting the world order as a set of separate national societies, each with its own allegedly unique history and culture, nationalism became an even stronger dimension of the institutional structure of the world-system than it had been in the nineteenth century. Transnational political organizations and non-national forms of solidarity based on class, religion and ethnicity, continued to operate, but they were upstaged by national states and international organizations such as the United Nations and the Bretton Woods international financial institutions (the World Bank and the International Monetary Fund) in which national states were the main constituent members. The “new nations” of the periphery had a strong motive to support this institutional structure because they had only recently gained at least formal national sovereignty, and they had high hopes of using this new autonomy to modernize and develop their societies without the obstacles posed by colonialism.


The Bandung Conference (Asian-African Conference) of 1955 was organized by non-core (so-called Third World) states, mainly former colonies, that wished to pursue policies that were non-aligned with either the Soviet Union or the West.
 This non-aligned movement was an important development in the political representation of the non-core, and recent efforts to organize solidarity among peoples of the global south owe a great debt to the legacy of the Bandung Conference. But even the non-aligned states did not encourage their citizens to directly participate in transnational political decision-making. Global governance became increasingly defined as the representation of national societies.


Figure 19.1 (below) shows changes in the distribution of shares of world Gross Domestic Product (GDP)
 among countries from 1820 to 2000 based on the estimates of national GDP produced by Angus Maddison (1995, 2001). Shares of world GDP are not an ideal indicator of hegemony because they include simple economic size, which is an important but insufficient aspect of relative power among states. A large country with a lot of people will have a large GDP. But if we look at changes in the world shares over time we can see the trajectories of hegemony that we have been discussing. In Chapter 14, Figure 14.4 we showed the Dutch, British and U.S. hegemonies in a graph of the last 500 years. Geopolitical hegemony is a relative, not an absolute, concept. The Dutch are no longer the fore-reachers of the capitalist world economy that they were in the 17th century, but the Queen of the Netherlands still owns many of the stately mansions on embassy row (Massachusetts Avenue) in Washington, DC, renting them to the countries that can afford this prestigious location. And Amsterdam is still an important center of world financial services nearly four centuries after the peak of Dutch hegemony in 1630.  Figure 19.1 shows the trajectories of individual European countries, the U.S., Japan, and lumps together those European Countries who had joined the European Union by 1992. 
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Figure 19.2:  Shares of World GDP, 1820-2006 .
The most striking feature of Figure 19.2 is the rapid ascent of the U.S. economy in its size relationship with the world economy as a whole – from less than 2% in 1820 to a peak of 35% in 1944. The U.S. share slumped precipitously from 1929 to 1933, and then rapidly ascended again to its highest point in 1944. A rapid post-World War II decline was followed by a slight recovery that began in 1949 and then, beginning in 1951, a decline until 1958, then a plateau until 1968, then another decline until 1982, followed by another plateau until 1998 at between 21 and 22%. The U.S. GDP trajectory shown in Figure 19.2 strongly supports the contention that U.S. economic hegemony rose and then declined in the twentieth century.
 But some of the details of the timing contradict certain accounts of the U.S. trajectory. By the measure of shares of world GDP the U.S. decline began in 1944, not in the late 1960s as some world-systems analysts have claimed. There were three steps of U.S. decline, the first beginning in 1944, the second in 1951 and the third in 1968.


As mentioned above, the U.S. share of world GDP had become larger than that of Britain by 1880. The stair-step nature of both hegemonic rise and hegemonic decline can be seen in the U.S. trajectory in Figure 19.1. Economic hegemony is a matter of staying ahead of the game relative to competitors. Generative sectors are the key, and each modern hegemon has tended to move from consumer goods to capital goods and then to financial services (Wallerstein 1984). As discussed in Chapter 16, Britain’s first wave of industrial leadership was in the production of cotton textiles, which then spread to other countries. Then Britain became the leading producer of machines, steam engines, railroads and steam ships, both for its own home market and for markets across the globe. As competition in these sectors increased, and profits declined, British capital shifted into financial services and making money on money. This, and a continuing predominance in global telecommunications, were the economic bases of the belle epoque. 


For the U.S. the sequence was similar, though the particular industries were different, and the whole trajectory was somewhat modified because of the much greater size of the U.S economy relative to the sizes of other core powers and to the world economy as a whole. While Britain’s home market was that of an island nation, the U.S. came to encompass a continent-sized home market, which was a big advantage in international competition.


U.S. industrial hegemony emerged with the development of the oil industry and the production of automobiles. These were the new lead industries and generative sectors (Bunker and Ciccantell 2005) that further transformed the built environment of the North American continent and then the world. 


As cotton textile manufacturing had in the British hegemonic rise, the automobile industry spread abroad and profits went down because of increased competition. The U.S. managed to stay ahead of the curve by developing electronic technology (the telephone, vacuum tubes, the transistor and the computer chip) and information technology (Hugill 1999). But these also moved abroad and became more competitive, and new possible high tech industries (e.g. biotechnology and nanotechnology) have been slow to move out of the research and development phase. So U.S. investors, like the British in the belle époque, have increasingly moved into financial services with the huge advantage that the U.S. economy is such a large portion of the whole world economy that making money on the U.S. dollar  and financial services is much less of a challenge than making money on the pound Sterling had been. 


After World War II U.S. military expenditures had returned to peacetime levels, but they went back up during the Korean War, and after that military spending remained a very large proportion (nearly half) of the U.S. federal expenditures. Thus the economic boom of the 1950s was stimulated in part by government spending – so-called “military Keynesianism.” U.S. federal expenditures in the name of “defense” were used to subsidize key industries in the United States and to stimulate the development of new lead technologies, especially the transistor. And the government also acted to prevent the phone company, American Telegraph and Telephone (AT&T), who’s Bell Laboratory had invented the transistor with federal grant support, from monopolizing and sitting on the new technology. As the world’s biggest owner of traditional switching devices and vacuum tube amplifiers, AT&T had a lot of investment in the old technologies that solid-state electronics made obsolete. Despite the vaunted fecundity of private entrepreneurs, many of the techno-miracles of advanced capitalism were first developed with heavy financial support and organizational intervention from the U.S. federal government -- e.g. nuclear energy, the transistor, and the Internet. 


The most recent phase of financialization of the world economy has expanded the realm of virtual capital (based on securities that ostensibly represent future income streams) to a far greater extent than earlier financial expansions did. New instruments of financial property have multiplied and information technology has facilitated the expansion of trading of securities in new venues located in the older financial cities and in the so-called “emerging markets” of the less developed countries (Arrighi 1994; Henwood 1997). 


The post-World War II expansionary boom was based on new lead manufacturing industries in the United States, some of which spread to Japan and to Europe, especially Germany. In the 1970s Japan and Germany caught up with the United States in manufacturing and the profit rate declined (Brenner 2002). This profit squeeze in core manufacturing encouraged an expansion of investment in financial services that was the beginning of the huge wave of financialization that has ballooned since the 1970s.  Lending to non-core countries expanded rapidly and there was a large debt crisis in the 1980s in which many non-core countries in Asia, Africa and Latin America were unable to make the payments on external debt that they had committed to make (Suter 1992). 


This development was not unusual. The capitalist world economy has experienced waves of debt crises since at least the 1830s when many states within the United States, as well as countries in Latin America, defaulted on foreign loans. Usually the house of cards collapses. The symbolic claims on future income are devalued, and the real economy of goods production, trade and services starts up again with a reduced set of property claims and symbols of value. But this did not happen in the 1980s debt crisis. There was no collapse. Rather the bankers of the core cooperated with one another and engineered a renegotiation of the terms of indebtedness of the non-core countries. This an important indicator of the relatively high degree of cooperation achieved by the world’s bankers by the time of the 1980s and it supports the contentions of those who see the emergence of an increasingly integrated transnational capitalist class (Sklair 2001; Robinson 2004).


But one result of this new level of cooperation is that the huge mountain of “securities” -- claims on future income streams -- has continued to grow larger and larger such that it now dwarfs the real world economy of production, trade and services. In the past financial collapses periodically brought the domains of purely symbolic and material values back into balance with one another. The continuous rapid expansion of what some call “fictitious capital” since the 1970s appears to have altered some of the basic rules of the capitalist economy and has led many observers to claim that the old rules have been transcended by the new information economy. Whether that turns out to be the case in the long run remains to be seen.

The economy of the United States regained some of its lost share of world GDP in the 1990s. This was mainly due to financialization and a real estate investment boom based on a large inflow of capital investment from abroad. Though other national currencies have not been pegged to the U.S. dollar since the 1970s, the United States continues to enjoy what historical sociologist Michael Mann (2006) calls “dollar seignoriage.”  

The only use for surplus U.S. dollars held abroad was now to invest them in the US. Since most were held by central banks, they bought U.S. Treasury notes in bulk, which lowered their interest rate. U.S. adventures abroad could now be financed by foreigners, despite American current account deficits, and at a very low interest rate. The alternative, the foreigners felt, was worse: disruption of the world’s monetary system, weakening U.S. resolve to defend them, and a fall in the value of the dollar, making U.S. exports cheaper than their own. Hudson (2003: 20) concludes “This unique ability of the U.S. government to borrow from foreign central banks rather than from its own citizens is one of the economic miracles of modern times.” This miracle of economic imperialism meant that U.S. governments were now free of the balance of payments constraints faced by other states (Mann 2006).

The European Union is shown in Figure 19.2 as if it already existed in 1950, though in reality it was not formally constituted until 1992. This is so we can see that those twelve European core countries that joined together in 1992 had a downward trajectory in terms of shares of world GDP that was similar to that of the United States. What was happening in this period was the rise of Japan (see Figure 19.2) and the rise of the newly industrializing countries in the semiperiphery (e.g. China, India, Korea, Taiwan, Brazil, etc.). These rises partly account for the relative downward trend in shares of both the United States and the European Union.

The Global Settlement System

The ancient volcano form of the city that had emerged with the first cities in Mesopotamia 5000 years ago, had survived the industrial revolution and railroads, but it succumbed to the car-based multicentric suburban and edge-city settlement structure when residences and work became organized around mass individual motorcar transportation (see Figures 19.3 and 19.4).
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Figure 19.3: The volcano model of urban population density
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Figure 19.4: The multicentric pattern of automobile-based urban population density
As mentioned in Chapter 18, the global population continued to move into cities in the twentieth century, so that the proportion of the total population living in rural areas continued to fall and the sizes of cities continued to rise. But the world city size distribution flattened out after 1950. New York had been both the largest city and the biggest center of business in the world since it grew larger than London in 1925, but after World War II other cities began to catch up with New York in terms of population size. Tokyo-Yokohama became larger than greater metropolitan New York City between 1950 and 1970, and then other cities such as Sao Paolo, Mexico City and Shanghai began to catch up (Chase-Dunn and Willard 1993; 1994). It seems that there is a contemporary growth ceiling on the population size of the  largest cities that is around 20 million, and that cities in both the core and the semiperiphery are catching up to this ceiling. Some of the megacities of the non-core have become among the largest settlements on Earth. 

The other thing that is happening to the global settlement system is the formation of large city-regions. The whole eastern half of the United States is an urbanized region in which nearly contiguous suburbs connect formerly cities with one another. Europe is another city region of this kind. The structure of the world settlement system can be seen in Figure 19.5, which shows city lights at night as recorded from satellites and in photographs taken by shuttle astronauts.
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Figure 19.5: City lights from satellite and shuttle images © Blackwell Science
The Final Wave of Decolonization


Core countries mobilized soldiers from their colonies to fight in World War II, and when these soldiers returned home they demanded citizenship rights and sovereignty for their homelands. Movements for decolonization and sovereignty had been emerging since the earlier wave of late eighteenth century and early nineteenth century decolonizations (See Figure 16.5 in Chapter 16).


After World War II the U.S. was able to quickly build a global network of military bases by providing political and financial support to European powers to help them continue to control their colonial empires. Thus did the U. S. accomplish in a few years what it had taken the British Empire centuries to achieve – an intercontinental system of military power. This was made possible because the U.S. utilized the colonial structures that had been erected by the other European powers (Go 2007). In return for financial support the U.S. gained locations for military bases as well as agreements to allow trade and investment.


But the post-war decolonization movements became increasingly militant and in many cases they received encouragement from the Soviet Union.  The principle of national self-determination had long been an important pillar of European civilization, and now the colonized peoples asserted that they too were citizens, not subjects. And in this they found support from the Soviet Union, but also from the UN. Declaration of Human Rights. Eventually the U.S. also became a supporter of decolonization.  Just as Britain had claimed the moral high ground by stopping the slave trade and supporting Latin American independence in the early 19th century, the United States proclaimed itself the leader of “Free World” and began to support (or did not oppose) most non-communist independence movements in the colonies of the other core powers. The U.S. intervened covertly or overtly in countries in Latin America, Asia and Africa where emerging nationalist or leftist movements appeared to be likely to align with the Soviet Union or to threaten the property rights of U.S. companies (e.g. Nicaragua, Guatemala, the Dominican Republic, the Congo, and eventually Vietnam, etc.). But the wave of decolonization that began in the years after World War II was eventually successful in extending at least the formal trappings of national sovereignty to nearly the entire periphery, creating a global system of national states for the first time. 
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Figure 19.6:Twentieth Century Decolonization- Last Year of Colonial Governors: 1900-2000  (Data from Henige 1970)

Figure 19.6 shows the last year in which a territory had a colonial governor. The main reason why colonial governors were sent home in this period was the great wave of decolonization after World War II in which former colonies became sovereign states. Exceptions were the African colonies taken from Germany at the end of World War I (note the diagonally-lined pyramid in Figure 18.7 in 1915. These became French and British “protectorates” that eventually gained formal sovereignty only after World War II. By the time Japan’s colonies were taken from it at the end of World War II it had become acceptable to go quickly to formal sovereignty, as did Korea and Taiwan, rather than having to pass through a long period in the status of protectorate. The horizontally-lined triangle in Figure 19.5 represents Japan’s former colonies – Korea, Manchuria and Taiwan.


Another thing that Figure 19.6 shows is that the timing of the dismantling of the French and British Empires was somewhat different. The British experienced two big waves, while the French had a single wave. But from a world-historical point of view these were minor variations, parts of an overall global phenomenon in which formal colonialism had ceased to be an acceptable practice of global governance. The enshrinement of the Universal Declaration of Human Rights as a foundational document of the United Nations, and the abolition of formal colonialism was as big a step toward global democracy as the abolition of large-scale slavery and serfdom had been in the nineteenth century. The very idea of empire in the formal sense was thrown into the dustbin of history, but huge global inequalities yet remained, and they were socially structured by the legacies of colonialism (Mahoney 2010) and by the continuing operation of the political and economic institutions of global governance.
 

Rise and Demise of the Welfare State

Political incorporation generally meant gaining the right to vote in the election of representatives in governments that increasingly became legitimated from below rather than from above. Monarchies are usually based on the idea that the king represents a divinely sanctioned moral order – the so-called divine right of kings. This was an extension of the notion of the sacred chiefs, that some people – the elites-- are closer to god or the ancestors or have great influence or control over the powers of the universe. Democracy is the idea that governance is legitimated from below. Polities have increasingly tended to be legitimated as existing to serve the people. It has become commonly asserted that government is based on a social contract in which the purpose of law is to serve the needs of the whole population of citizens, and in some states policies have increasingly been shaped by the will of average citizens (Tilly 2007). 


Core states incorporated workers, and eventually women and students, by extending political, civil and welfare rights. The capitalist welfare state emerged in somewhat different ways in each country and with different political configurations that depended on the nature of the economy and the kind of class structures that existed. 

The shift from divine to demographic legitimacy enhanced the claims of “men of no property” to be allowed to participate as equals in political decision-making. Democratic participation had formerly been constituted as the political rights of aristocrats, and this had usually restricted voting rights to those who owned significant amounts of property. In the nineteenth century many states extended the franchise to most adult males regardless of property qualifications, and eventually to adult females as well. In the twentieth century the capitalist welfare state expanded further to take responsibility for the provision of mass public education, public health regulations (clean water, etc.), publicly provided health care and retirement security. These expansions of the welfare state became strongly institutionalized in most of the European core states, especially after World War II, and a somewhat narrower version emerged in the United States as well.  


The differences have to do with the ways in which welfare rights were constructed. In some states, especially those with ethnically homogenous populations, rights became construed as applying to all citizens. In other states the legal institutionalization of welfare rights was tied to the status of soldier or was connected with particular types of employment rather than being universal citizen rights. 

In the U.S. the development of citizenship and welfare rights was complicated by the federal system and the way in which the party system was related to regional differences. The Democratic Party claimed to represent workers and urban populations in the north, but in the south it was the creature of conservative whites (Dixiecrats) who had opposed the extension of citizenship to blacks and who managed to get agriculture excluded from the protections of the New Deal labor and welfare legislation. The rights of citizenship and federal welfare programs in the U.S. had been tied to service in the armed forces since the Civil War (Skocpol 1992). Even the post-World War II expansion of the welfare state in the U.S. was importantly tied to the soldier status – the GI Bill of Rights that extended housing and education credits to veterans. Thus was national patriotism again linked to global order as the expansion of the U.S. welfare state became an important source of support for the world-wide military network that was charged with protecting the “free world.” This was the form that social imperialism took in the last half of the twentieth century.


The militarized welfare state in the U.S. was also linked to race relations. White racism stood in the way of universal welfare programs that would benefit all citizens equally because white working class people could be mobilized against programs that would benefit the non-white poor. Racism was also an important factor when welfare programs were attacked and dismantled in the 1980s and 1990s (Reese 2005). Before and during World War II the armed services were racially segregated, and platoons of black soldiers and sailors were used to do unusually dangerous and dirty jobs. In 1948 President Truman ordered the desegregation of the armed forces. The actual desegregation of the U.S armed forces took quite awhile to accomplish beyond the formal declaration but its eventual success shows that racial inequalities can indeed be eliminated by strongly supported policies. Racial segregation was a huge embarrassment to the U.S. federal government as it took up the mantle of leadership of the free world. Critics of the U.S. hegemony and foreign policy both at home and abroad pointed to the public racism that was especially visible in the U.S. South. And so federal policies began to turn against the most visible and formal aspects of institutional racism, adding a new twist to the racialized and militarized shape of the welfare state in the United States (Winant 2001). 

Bretton Woods and Keynesian National Development


In 1944 representatives of the 45 countries that had been Allies against the Axis powers in World War II met in Bretton Woods, New Hampshire to found a new set of international economic institutions that were designed to try to prevent the kinds of dysfunctional economic problems that had emerged in the 1920s and the 1930s. The International Monetary Fund was set up to help countries maintain stable currencies by creating a fund to make short-term loans. International currency speculation was curtailed by pegging currencies to the U.S. dollar. The World Bank was set up as the International Bank for Reconstruction and Development to help countries recover from the disruption and destruction of the war and to help less developed countries industrialize.


These institutions, and the policies they were designed to support, were greatly shaped by the writings of the British economist John Maynard Keynes (1936). Keynes’s studies of what had happened in the international economy in the 1920s and 1930s had strong implications for the ways in which national government policies should intervene in the economy in order to take the rough edges off of the boom and bust cycles of capitalist development and to encourage full employment. Keynesian economics enjoins governments to use monetary adjustments in interest rates to even out the boom and bust cycles of capitalist development. In order to do this states need to be able to control their money supplies by printing more money to keep interest rates low or to tighten the money supply to increase interest rates in order to slow inflation. The Bretton Woods institutions were originally designed to help each country to develop industrial production that was owned by businessmen within the country. International investments were not discouraged, but global accounting systems were put in place in the International Monetary Fund’s Balance of Payments Yearbook that allowed international investments and profit repatriations to be tracked. 

Keynes also proposed the creation of an international clearing union that would help to even out international inequalities by creating incentives for countries with trade surpluses to invest in countries with trade deficits. This proposal was opposed by the leader of the U.S. delegation at the Bretton Woods conference, Harry Dexter White, and the clearing union did not come to pass (Monbiot 2003:159-169). 


This was the international face of the New Deal. It was a global order that was designed to produce national development by expanding mass education and raising labor productivity in the non-core countries. The Roosevelt administration strongly supported both the founding of the Bretton Woods institutions and the United Nations. 


The main purpose of the United Nations was to implement “collective security” by creating a mechanism that would allow countries to resolve their conflicts without resort to warfare.  This was also a reaction to the Age of Extremes, in which two devastating world wars had occurred. The founding conference of the United Nations was held in San Francisco in 1945. Franklin Delano Roosevelt seriously considered proposing that the headquarters of the U.N. should be located on Niihau, a small island off the coast of Kauai in the Hawaiian archipelago. Roosevelt wanted the new proto world government to strongly symbolize the incorporation of Asia into the new institutions of global governance. China, one of the Allied Powers in World War II, became a founding member of the U.N. Security Council. 


Roosevelt’s global New Deal also involved a massive funding of reconstruction in Europe that became known as the Marshall Plan. And Roosevelt acted to prevent U.S. corporations from gaining control of the conquered Japanese economy after World War II. Both Japan and Korea were protected from “Latin Americanization” by the U.S. federal government’s policies, thereby laying the foundation for the developmental states that emerged in these two countries (Arrighi 1994). The complicated deal allowed Japanese zaibatsu (family-based business conglomerates) to control the major industries of the Japanese economy, but proscribed them from competing in the aircraft industry. The purposes of these policies were to stimulate trade partners for American businesses, but also to produce strong developmental states friendly to the United States that could help contain Communism within the borders of China and the Soviet Union. Thus did semiperipheral state communism help to induce the expansion of core capitalism (Boswell and Chase-Dunn 2000).


This incorporation of Asia, and especially Japan, into the circle of core countries required confronting racism toward Asians within the United States. In California, where fears of the “yellow peril” had been inculcated since the Gold Rush, the requirement that the locals should be polite to the Japanese was a hard sell, but a group of internationalists among the regional elites stepped forward to insist on equal treatment for Asians. This did not eliminate racism, but it did set a standard in which tolerance was expected and overt racist behavior was disapproved.

The Boom and the Bubble

The post-war boom was a further expansion of core capitalism that incorporated formal-sector workers in the core and expanded the size of the middle class in some of the non-core countries as well. In the U.S. it was a period of interstate highway construction, suburbanization and the expansion of higher education. More families could afford to own their own homes, and this was supported by government-sponsored housing credits. Increasing sales buoyed the automobile industry and automobile workers, now members of the United Auto Workers union, were earning good wages and working full-time. The lunch buckets were full. 

Mass production of standardized goods that were affordable to the working class became known as Fordism because this model was touted and implemented by Henry Ford in the early decades of the twentieth century. Ford opposed labor unions, but the Fordist model of industrial organization came to incorporate a more positive attitude toward unions that sought better wages and working conditions for their members in the period after World War II. This was part of the Keynesian effort to encourage full employment and to pay workers enough so that they could purchase the products produced by large capitalist firms. Manufacturing was also growing in Europe and Japan, and the U.S. naval forces protected the seas so that oil from distant ports could be globally delivered in larger and larger tanker ships mentioned above.


Developmental states under the sponsorship of the United States emerged in Japan and in Korea (Evans 1995). Japan’s reemergence as a strong and competitive economic power after World War II is shown in Figure 19.1 above. The Japanese developmental state combined a highly professional planning bureaucracy with strong links to large family-owned business conglomerates called Zaibatsu and nationally coordinated higher education and research and development capabilities. The Japanese model developed business practices that were later adopted all over the world with the shift from Fordism to flexible specialization.  Japan built the biggest ports, the biggest ships, and gained access to cheap energy and raw materials imported from distant continents. Korea, a Japanese colony from 1910 to the end of World War II, emulated the Japanese model with the help of both the U.S. and Japan. And Taiwan, another former Japanese colony, also joined the club of newly industrializing societies. The Chinese diaspora of the 19th century had spread migrants from China to Thailand, Singapore, and Indonesia as well as to the United States and the Caribbean. Giovanni Arrighi (2008) has contended that the East Asian regional system after World War II retained aspects of the earlier trade-tribute system that had existed before the Western states surrounded China in the 19th century. The U.S. took over the role that China had played in the earlier system, a somewhat paternalistic power that acted to facilitate development by sustaining developmental states in Japan, Korea and Taiwan. This stance by the U.S. was justified to the American public and European as containing Russian and Chinese communism (Cumings 1984, 1990). It also provided a context which allowed Japan to become an important economic center in East Asia despite having been defeated in World War II and which subsequently allowed China to re-emerge as large and strong economy and a regional power after the Maoist era.

The World Revolution of 1968

But all was not happy, even during the great post-war boom. The middle class expanded, more people went further in school and had decent jobs, more owned their own homes and had cars, and the homes had labor-saving appliances, making housework less onerous. The Frankfurt school had come to the conclusion that Marx had made a mistake in not analyzing more deeply the cultural processes of capitalism. Political scientists and sociologists wrote about the emergence of mass society in which middle-class consumers came under the sway of mass media that promoted social consensus and depolarized class struggle.  

But not everyone was pleased. In the U.S. South black people were still kept from voting and were insulted every day by public segregation practices. The Civil Rights movement emerged to challenge racist institutions, and college students, now an expanded group that had not yet been fully incorporated into political life as citizens, brought the Civil Rights movement to the north. Radical sociologist C.Wright Mills wrote about the power elite, a governing class that manipulated the political process in order to have its way (Mills 1959; Hayden 2006). Mills and an important group of other U.S. intellectuals, especially those associated with the independent Marxist journal, Monthly Review, were inspired by the Cuban Revolution that overthrew the rule of General Fulgencia Batista in 1959, and hoped that serious challenges to the rule of capital would re-emerge within the U.S. 

The Vietnam War was a failed attempt by the U.S. to prevent the emergence of a Communist regime in Southeast Asia. Perceived by radical students and some black leaders as a return to imperialism, the anti-war and civil rights movements brought forth the World Revolution of 1968. In 1962 students who had been involved in the civil rights movement in the South returned to campuses in the north and came together to form the Students for a Democratic Society (SDS). Tom Hayden wrote “the Port Huron Statement”  for a founding conference of SDS in 1962 (Hayden 2006). In 1964 students at the University of California in Berkeley found their political activities on campus restricted by a policy of “in loco parentis” that treated them as if they were children despite that they had the right to vote and were seasoned political activists, some of whom had been on the front lines of the civil rights movement in the south. The Free Speech Movement at Berkeley mobilized students around their own interests and radicalized large numbers. 

In 1966 Mao Zedong launched the Great Proletarian Cultural Revolution in China by mobilizing young “Red Guards” for the purpose of revitalizing the Chinese revolution. The news from China and Mao’s philosophy spread widely across the globe as radicalized young people looked for critical alternatives to the mainstream mass media pablum and circus. The People’s Republic of China flooded the world with inexpensive translations of Mao’s “Little Red Book” as well as other essays by Mao and classical Marxist texts. Radical students joined with militant workers in France and Italy in huge demonstrations. There were also important manifestations and violent government crackdowns in Argentina and Mexico and the populist “liberation theology” of radical Latin American Catholic priests spread to both the core and the non-core. 

In the U.S. “the New Left” attacked electoral politics and the welfare state as counter-revolutionary and undemocratic fig leaves hiding the power of capital.  As had happened in the past, radical social movements spun out of one another. Feminists criticized the macho Marxists leading the student movement and went on to form their own groups, thus revitalizing the movement for the equality of women that had emerged out of the abolitionist movement in the 19th century. The environmental movement was reborn as more people became aware of the massive ecological degradation produced by industrial capitalism. The youth movement produced a critique of the sexual mores of middle class society, and proponents of alternative forms of sexual expression mobilized to assert their rights. Hallucinogenic drugs became popular as a way of protesting middle class norms, and added to the stew of resistance and revolution in the years around 1968.

The Neoliberal Counter-revolution


In the 1970s the Organization of Petroleum Exporting Countries (OPEC) organized a cartel and raised the price of crude oil. At the same time Japanese and European manufacturing caught up with the United States and the increasing competition caused a profit squeeze. The international monetary system erected at Bretton Woods had pegged national currencies to the U.S. dollar and the dollar was denominated at a low “official” gold price that became more and more deviant from the market price of gold as time passed. In the 1970s the rise of other currencies in value relative to the dollar put financial pressures on the U.S., and the Nixon administration unilaterally rescinded the Bretton Woods monetary agreement, allowing national currencies to trade against one another in a global market for money. 


The profit squeeze and other pressures led to reneging on the New Deal social contract that had been established after World War II. In California a state referendum called Proposition 14 greatly constrained the use of property taxes for public education. Wealthier homeowners, most of whom no longer had children in school, were not willing to pay the educational costs of the children of renters, a group that was increasingly made up of non-white immigrants. The New Deal institutions were attacked as inefficient government interference in the market economy. Welfare programs were discredited as unfair taxation of workers to pay for “welfare queens” who were portrayed as fat and promiscuous black women (Reese 2005). Labor unions were attacked as “special interest groups” that obtained undeserved rents for their members by means of political muscle. 


Politicians arose in the U.S. and Great Britain who championed the ability of markets to provide optimal production and distribution and vilified state interference. This set of political ideas has become known as “neoliberalism.” It championed the operation of free markets, justified attacks on organized labor, advocated the privatization of publically-owned or controlled resources, and supported “streamlining” business operations by replacing workers with technology. Governmental regulations were portrayed as inefficient relative to the private sector, which was alleged to be much more entrepreneurial, productive and efficient. In the United States California Governor Ronald Reagan, who was later elected President of the U.S, promulgated this neoliberal political ideology. In Britain Prime Minister Margaret Thatcher championed a very similar approach. 

The ideas were not new. They are basically some of the same moral and philosophical concepts that can be found espoused by some economists in the last few centuries.  What was new was the vigorous promulgation of these concepts and policies by certain think-tanks and politicians as replacements for the Keynesian policies that had been predominant in the West since World War II.  The neoliberal political notions spread widely. Politicians in nearly all countries adapted neoliberalism to their local situations.  Communist Parties in Europe, Social Democrats in New Zealand and the Chinese Communist Party all moved in the direction of market-based justifications for policy. 

Neoliberalism was also adopted by international agencies, especially the International Monetary Fund, under the banner of what came to be known as “the Washington Consensus.”  The International Monetary Fund (IMF) took it upon itself to try to enforce neoliberal policies by making them the condition for further loans – so-called Structural Adjustment Programs that required governments to reduce or abolish subsidies for food, transportation, etc. These policies were not popular, especially in poor countries in the Global South, and a large number of “anti-IMF” demonstrations and riots occurred in the 1980s (Walton and Seddon 1994). These and the Zapatista rebellion in 1994 in Southern Mexico were precursors of the so-called antiglobalization protests that gained greater attention in the late 1990s (Podobnik 2003).

In 1971 the World Economic Forum was founded by Swiss business professor Klaus Schwab. Annual invitation-only January meetings in Davos, Switzerland are attended by leading global corporate executives, politicians, entertainers and other celebrities. This institution is perhaps the most visible face of what Leslie Sklair (2001) and William I. Robinson (2004) have called the transnational capitalist class.  

1989: Another World Revolution

The rise of information technology facilitated a shift in the organization of business away from mass production of standardized goods toward more flexible production of smaller customized batches. Businesses throughout the world adopted techniques that had been developed in Japan such as “just in time” inventory deliveries from subcontracted firms. These changes in the organization of business practices also undermined the power of labor unions that had developed during the Fordist regime of mass production. And these changes were also incompatible with the “command economies” that had emerged in the Soviet Union and its satellites and in the Peoples Republic of China. Nationalist rebellion against Soviet dominance in Eastern Europe had been occurring since the Hungarian revolt of 1956. The clunky state-owned economy in the Soviet Union was also under great pressure because it was trying to keep up with the U.S. in a new arms race. President Ronald Reagan had undertaken another wave of huge military expenditures – the so-called “Star Wars” program -- that was to provide a shield against intercontinental ballistic missiles. These pressures led to a political crisis in the Soviet Union in which Mikhail Gorbachev proposed to dismantle party controls over communications and to open up political life. The resulting political upheaval led to the fall of the Soviet state, and a series of major regime changes in Eastern Europe as well. This was the World Revolution of 1989.  

Gorbachev and the Solidarity Movement that emerged in Poland wanted individual political rights such as the freedom of speech, freedom of the press, and more democratic political institutions, but they also wanted to preserve some of the progressive features of social life that had been achieved under state communism, such as protections for the rights of women, socialized health care and public education.  The transitions that ensued often did provide more political rights and individual freedoms, but the arrival of neoliberal consultants from the West advocating market-based “shock therapy,” deregulation and privatization dismantled most of the kinds of social equality that had been the legacy of the Soviet era.

The Great U-Turn of Inequality in the Core  

In most premodern state-based world-systems urbanized core societies in which a small elite ruled over a mass of urban poor and rural peasants had more internal inequality than non-core societies, where less social stratification was the norm. In the modern world-system this pattern became reversed. In the modern system non-core societies have a pyramid-shaped distribution of income and wealth (∆) with a small elite and a much larger number of poor urban and rural residents. Core societies, on the other hand, tend to have diamond-shaped distributions of income and wealth (♦) in which a large proportion of middle-class people compose a bulge in the middle of the distribution, with elites above and a smaller proportion of poorer people below. This simple fact about the modern world-system both reflects and causes other features of the system. Core countries have larger middle classes because their economies are more developed and they require larger numbers of educated and skilled workers (Lenski, 1966). Representative democracy is more prevalent in the core because it is easier to establish and maintain the institutional prerequisites of electoral democracy when there is less inequality. 


This situation has changed somewhat since the emergence of neoliberalism and the globalization project in the 1970s and 1980s.  As we have described above, a number of things came together to produce the rise of neoliberalism. The profit squeeze produced by Japanese and German manufacturing catching up with U.S. manufacturing combined with availability of new mass transportation technologies, communications technologies and information processing. There was also a conservative reaction to the world revolution of 1968 especially in the U.S. where evangelical Christians adapted some of the musical styles of the 60s (folk, rock and roll) to support a renewal of family and church-based community values. This development allowed neoliberal politicians to gain popular support while attacking the welfare state protections of the working class. And neoliberal businessmen also perceived threats to profit-making from the emergent solidarities in the global south such as the Organization of Petroleum Exporting Countries (OPEC) and the initiative for the New International Economic Order (NIEO) that was pushed by non-core countries at the U.N. 

The shift to flexible specialization, the deindustrialization of the core produced by manufacturing businesses investing in the non-core, the attack on labor unions and the welfare state, deregulation and privatization led to the phenomenon in some core countries that has been called “the shrinking middle class” (Rose 2007). Rose’s research has shown that the size of the bulging middle of the U.S. income distribution shrank as some households move up while a much larger number moved down.  A similar trend toward greater income inequality has also been demonstrated in many of the other core nations since the 1980s (Bornschier 2010). 


Some analysts have overstated the significance of this trend by using terms such as “the peripheralization of the core” and others have declared that the world is flat (Friedman 2005), meaning that the earlier core/periphery hierarchy based on colonialism is a thing of the past. But these breathless celebrations (or condemnations) of the new global age are undoubtedly overstated. The U.S., while its hegemony is obviously in decline, remains the most powerful national society on Earth. Inequalities at the global level have not diminished (Bornschier 2010). The core/periphery hierarchy is alive and well. It has always been a complicated and messy structure composed of nested local, regional and international spatial inequalies, and that situation continues. But it has certainly not evaporated to produce a level playing field in the context of the latest wave of globalization. The economic rise of China and India are an important instance of the recurrent pattern of semiperipheral development, but the overall level of international inequality has not been reduced, at least so far (Bornschier 2010).

Nevertheless, the shrinking middle class in core societies is an important structural fact that has had huge consequences for social, political and economic change in recent world history. In the U.S. a new generation of extremely wealthy people are replaying the conspicuous consumption of the “robber barons” of the late 19th century, while the large majority of citizens work harder for less income and hope to hit the Lotto so that they too can live the life of the rich and famous.

Neoliberals and Neoconservatives

Neoliberalism was made possible in part by new transportation, communications and information-processing technologies, but it was also spurred by a profit squeeze in core manufacturing and by conservative reactions to the world revolution of 1968. Another important motivating force was reaction to perceived threats to core profits posed by organized non-core resistance. The Organization of Petroleum Exporting Countries (OPEC) formed in the 1970s was a cartel of non-core fossil fuel producers that demonstrated that states in the global south could form powerful coalitions that could be major players in the global political economy. Research on the negative economic and inequality effects of dependence on foreign capital investment (Bornschier and Chase-Dunn 1985) and organized efforts to produce a New International Economic Order (NIEO) that would reduce core/periphery inequalities also created a climate that provoked the neoliberal counter-revolution. 


The neoliberal ideologues seized upon the fall of the Soviet Union and the world revolution of 1989 to proclaim the “end of history” and the final triumph of capitalism and parliamentary democracy (e.g. Fukayama 1992). These developments helped to spread and support the emerging ideological hegemony of neoliberal policies. British Prime Minister Margaret Thatcher declared that there was no alternative to capitalist globalization. 


But by the 1990s some of the neoliberals seemed to have lost their nerve. Some swung away from the radical notions of dismantling states and privatizing everything. Jeffrey Sachs, one of the most militant proponents of “shock therapy” – rapid marketization, deregulation and privatization—in Eastern Europe and the Soviet Union, has joined with Mary Robinson, former Irish Prime Minister and U.N. Secretary of Human Rights, in a campaign to ameliorate the suffering of the poorest people in the periphery that have been left out of the wonders of capitalist globalization (Sachs 2005). 

Others embraced a different approach that sought to prop up the declining U.S. economic hegemony by means of the unilateral use of U.S. military supremacy in a bid to obtain greater control over the global supply of fossil fuels. These “neoconservatives” proposed a plan for “A New American Century” in which strong military interventions by the U.S. would confront the growing disorder of the world-system. This approach made little headway until the terrorist attacks of September 11, 2001 propelled the administration of President George W. Bush to mount a “war on terrorism” by invading Afghanistan and Iraq. 

Samir Amin (1997) suggested that the neoliberal policies were “crisis management” in the sense that they were motivated by the perception that the previous Keynesian policies were unlikely to be able to succeed in prolonging the hegemony of the U.S. and the stability of the global political economy. Crisis management is also an apt characterization of the rise of the neoconservatives who saw that neoliberalism could not succeed for long. 

The neoconservative project was similar in many ways to the policies developed and pursued by an important element within the British ruling class during the decline of British hegemony at the end of the 19th century. The Boer Wars, discussed in Chapter 18, were the most obvious example. Unilateral military power was employed in an effort to sustain a world order under the sway of English-speaking peoples.  This phenomenon has been called “imperial over-reach” by Paul Kennedy (1988) and “the imperial turn” by George Modelski (2005).  Declining hegemonic core powers tend to try to shore up their global position by employing unilateral military coercion, playing the last card in which they still have a comparative advantage. These actions usually only exacerbate the problems of global disorder and help to usher in a period of hegemonic rivalry, resource wars and rebellions.

The twentieth century ended and the new millennium began with a situation among humans that was similar in many ways to the end of the nineteenth century, except that the declining hegemon was far larger and even more tightly wound with the whole global political economy . The institutions of global governance beyond the interstate system and governance by hegemony were far more developed, but perhaps still not sufficiently evolved to be able to effectively deal with the new problems that our species had created for itself. Notably the hugely enlarged human population, globalized industrial production and the massive burning of fossil fuels had begun to degrade the biosphere on a global scale. Global warming would pose a huge problem, especially to the large numbers of very poor people living in areas that are particularly susceptible to disruption by rising sea levels, droughts and violent storms. To this we can add the inevitable arrival of important resources shortages as non-renewable fossil fuels bring about the end of cheap energy, and even renewable resources such as sources of fresh water become short because of the massive scale of human usage. Peak oil and peak water posed large challenges to the increasingly integrated single world society of humans, and these combine with the older challenges of huge inequalities and violent conflict to create the potential for a perfect storm of Malthusian corrections. But this is not the only possibility. The next chapter discusses several possible human futures for the 21st century.
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� The story of reporter Edward R. Murrow, who stood up to McCarthy, is dramatized in the 2005 movie entitled “Good Night, and Good Luck.”


� A communist resistance movement led by Marshal Tito came to state power in Yugoslavia without much help from the Soviet Union. Tito championed the notion that non-Soviet aligned leftist regimes should support one another and resist becoming agents of either the United States or Russia.


�  The Gross Domestic Product (GDP) of a country estimates the monetary value of all the goods and services that are sold within that country in a single year. The world GDP is the sum of all the country GDPs.


� GNP per capita measures also show a similar pattern (Chase-Dunn, Reifer, Jorgenson and Lio 2005).


� Recall that we define settlements as a contiguously built-up area. This definition allows for cross-cultural comparisons of settlement sizes because it does not rely on political boundaries or socio-cultural attributes. 


� Recall the discussion of neocolonialism in Chapter 14
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