
The Economic Interpretation 
of Imperialism 

A COMMENT ON SOME RECENT WRITINGS 

S I N C E Hobson and Lenin produced their very different but essentially 
economic interpretations of modern imperialism Western historians have 
subjected their theories to repeated criticism. In general terms doubt 
has been cast upon the Marxist interpretation of history upon which 
Lenin's analysis was based. The impoverishment of the industrial prole-
tariat that Marx believed was an inevitable consequence of capitalism did 
not occur. Rather the reverse, for the industrial proletariat of the ad-
vanced capitalist states greatly improved its standard of living in the 
course of the twentieth century. The decolonization process after World 
War II appeared to deny any causal link between capitalism and im-
perialism. Moreover the rise of the supposedly socialist USSR did little 
to advance the Marxist-Leninist interpretation of imperialism in Western 
eyes. On the one hand: 'The purportedly Leninist theory of imperialism 
presented in the . . . manuals of "o r thodox" [Soviet] Marxism . . . can 
have had little power to attract those in search of an explanation for the 
tempestuous events of the twentieth century. Indeed, it tends more to 
confirm the picture of Marxism as presented by its opponents — an out-
moded and one-sided dogma, a myth rather than a science, unworthy of 
the attention of serious thinkers.'1 On the other hand, the USSR's actions 
after World War II suggested that contemporary imperialist expansionism 
was by no means confined to capitalist states. 

More specifically a host of detailed historical studies tended to contro-
vert economic interpretations of late nineteenth- and early twentieth-
century imperial expansion. The motives for and process of imperial 
expansion in individual cases were shown to be complex and varied. 
Surplus capital, in so far as it existed, was shown to have gone not to 
new colonial territories but to Europe, North America and Australasia. 
Colonies were shown not to pay in most cases. 

The taproot of imperialism, insisted historians such as Richard Koebner2 

and D. K. Fieldhouse, must be sought not in the economics of capitalism 
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but in the complex politics of competing nation states. Fieldhouse ex-
pressed most succinctly the point of view that may be said to have become 
the conventional wisdom of Western historians: 

First, . . . [the historian's] instinct is to distrust all-embracing historical formulas 
which, like the concept of ' the rise of the middle class', seek to explain complex 
developments in terms of a single dominant influence. Again, he is likely to 
suspect an argument that isolates the imperial expansion of the period after 
1870 from all earlier imperial developments if only because he is aware of so 
many elements of continuity in the history of overseas empires over the past 
few centuries. But, above all, he must be aware that the [Marxist] theory simply 
does not appear to fit the facts of the post-1870 period as he knows them.3 

However, even as Fieldhouse was dismissing the Marxist-Leninist 
interpretation of imperialism, it was being widely propagated not only by 
Communist parties but also by the leaders of newly-independent former 
colonial territories, such as Sukarno in Indonesia and Nkrumah in Ghana, 
the latter of whom systematized his ideas under the title of Neo-Colonialism 
— the Last Stage of Imperialism in 1965. With growing awareness of the 
failure of the former colonial territories (or Third World) to develop 
following independence and with the stimulus of the Vietnam war there 
ensued a revival of economic and neo-Marxist interpretations of imperial-
ism. Although much of this writing made little attempt to explain the 
genesis of modern imperialism, concentrating more on the immediate 
reality of exploitation, it was accompanied by more scholarly re-examina-
tion of the academic controversy about late nineteenth-century and early 
twentieth-century imperialism. 

Before we begin to examine such re-interpretations it is necessary to 
outline the essence of Hobson's and Lenin's theses. The core of Hobson's 
argument, to use his own words, 

was to the effect that whereas various real and powerful motives of pride, 
prestige and pugnacity, together with the more altruistic professions of a 
civilising mission, figured as causes of imperial expansion [after 1870], the 
dominant directive motive was the demand for markets and for profitable 
investment by the exporting and financial classes within each imperialist regime. 
The urgency of this economic demand was attr ibuted to the growing tendency 
of industrial productivity, under the new technique of machinery and power, 
to exceed the effective demand of the national markets, the rate of product ion 
to outrun the rate of home consumption. 4 

Although this was 'not . . . the whole story' it was 'nevertheless true that 
the most potent drive towards enlarged export trade was the excess of 
capitalist production over the demands of the home market ' .5 Fortunately, 
in Hobson's opinion, this drive was relatively easily eliminated by the 
redistribution of income at home. By increasing home demand this reform 
would end the excessive pressure for the export of capital and goods while 
at the same time improving the public welfare. 

Hobson's examples were to be used by Lenin but in a fundamentally 
different theoretical framework. Before we examine this it is essential to 
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clarify the Marxist-Leninist definition of imperialism. Marxists were well 
aware of the existence of imperialism before the twentieth century both 
in the form of the feudal empires of continental Europe or Asia and the 
more recent maritime empires of trade and commerce. George Lichtheim 
has noted of the latter: 

Marxists have traditionally held that European overseas expansion since the 
sixteenth century was an aspect of capitalism, in the sense that it was both 
cause and consequence of the socio-economic transformation originally begun 
by the Italian city-states and culminating in the Industrial Revolution. Mer-
cantilist policy . . . was thoroughly imperialist and the driving force behind it 
was the urge to amass national capital in competition with rival powers.6 

But within Lenin's thought there is an implicit distinction between the 
earlier capitalist imperialism, which many Marxists refer to as colonialism, 
and the imperialist urges of the monopoly finance or highest stage of 
capitalism. For Lenin, then, imperialism is a particular stage in the 
evolution of capitalism, implicitly its final stage, when monopoly finance 
capitalism gives rise to surplus capital that cannot profitably be invested 
at home and must be invested in other countries. In Lenin's words: 
'Imperialism is capitalism in that stage of development in which the 
dominance of monopolies and finance capital has established itself; in 
which the export of capital has reached pronounced importance; in which 
the division of the world among the international trusts has begun; in 
which the division of all territories of the globe among the highest capitalist 
powers has been completed'.7 

Thus, Lenin did not attempt to develop a universal theory of imperialism, 
as so many of his critics have assumed. That other forms of imperialism 
arising from earlier modes of production could exist coterminously with 
the imperialism of monopoly finance capitalism was clearly acknowledged 
by Lenin in his references to 'the numerous " o l d " motives for colonial 
policy'.8 Similarly Lenin acknowledged that imperialist urges existed at 
earlier monopoly and pre-monopoly stages of capitalism, although he 
implied that they were of lesser intensity. Lenin also appreciated that other 
strategic or speculative economic motives for imperialism existed in the 
early twentieth century, albeit in a subordinate role. As he put it: 'The 
non-economic superstructure which grows on the basis of finance capital, 
its politics and its ideology, stimulates the striving for colonial conquest. '9 

But while acknowledging that imperialist relations 'have always existed 
between big and little states', Lenin argued that 'in the epoch of capitalist 
imperialism they become a general system, they form part of the sum 
total of "divide the world" relations, become links in the chain of opera-
tions of world finance capital'.10 

However, as Tom Kemp rightly insists in his Theories of Imperialism, 
if we genuinely wish to understand Lenin's thinking we must go back to 
Marx. Indeed, Kemp suggests, virtually all modern discussions of im-
perialism 'are explicitly or implicitly directed against what is presumed 
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to be the, or a, Marxist theory of imperialism'.11 In this respect, Kemp 
argues: 'It is particularly necessary to recognise the many-sidedness of his 
thought and the method which he developed to penetrate to the innermost 
secrets of social phenomena, Marx had no ready-made theory of imperial-
ism because events had not ripened to the point where the phenomenon 
had assumed recognizable form, but his method and his analysis of 
capitalism (albeit incomplete) laid the foundations for grasping its nature 
and meaning'.12 

Marx's fundamental contribution was the materialist conception of 
history. 'The application of materialism to the interpretation of social 
development meant that all aspects of human thought and action were 
seen as an inter-related whole, which had in turn to be seen as the working 
out of a process of development which could only be understood by 
finding its roots in the most basic form of human activity — the produc-
tion and reproduction of the means of life'.13 Kemp emphasizes that this 
does not involve 'the simple reduction of history to economic causes'14 

for in 'every concrete case it is the actual dialectical richness and complexity 
of the relationship which had to be investigated and understood'.15 'The 
assertion that men are motivated exclusively by their vulgar self-interest 
was not made by Marx but by some of the vulgarizers of classical political 
economy'.16 

Kemp selects four other aspects of Marx's thought as central to an 
understanding of Lenin's interpretation of imperialism. Firstly, Marx 
believed that capitalist production could not exist at all without foreign 
commerce. 'There is no doubt [Marx wrote] . . . that in the 16th and 17th 
centuries the great revolutions which took place in commerce with the 
geographical discoveries and speeded the development of merchant 's 
capital, constitute one of the principal elements in furthering the transition 
from feudal to capitalist mode of production'.17 As a result a world market 
was created in which 'a new and international division of labour, a division 
suited to the requirements of the chief centres of modern industry springs 
up and converts one part of the globe into a chiefly agricultural field of 
production, for supplying the other part which remains a chiefly industrial 
field'.18 

Secondly, Marx concerned himself with the 'realisation problem'. 
Because of the necessity for capital accumulation in competitive capitalism 
there is an 'increase in the ratio of constant capital to the labour power 
used in production'.19 But this created a problem of markets in order to 
'realise' surplus value. Rosa Luxemburg used Marx's analysis to argue, 
like Hobson, that underconsumption by workers in the industrialized 
states was a primary source of expansionist urges for the acquisition of 
of extended markets. Although Kemp suggests that Marx himself was 
not an under-consumptionist, the problem of the realization of surplus 
value could be seen to give rise to expansionist among other tendencies. 

Thirdly, Marx believed that there was within capitalism a tendency 
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towards a declining rate of profit. As Kemp puts it: 'Marx calculated the 
rate of profit as a ratio between surplus value and the total capital em-
ployed. The rise in the organic composition of capital — arising from 
technical progress and enforced by competition — would thus tend to 
lower the rate of p r o f i t . . . .'20 Marx believed that the 'main counteracting 
influence' was that of foreign trade. 

Fourthly, Marx believed that the concentration and centralization of 
capital was an inevitable outcome of the competitive struggle inherent in 
capitalism. 

In Imperialism, as in his other writings, Lenin was intent upon extending 
and applying Marx's analysis of capitalism to contemporary developments. 
As Kemp explains, in his demonstration of the 'connection and relation-
ships between the principal economic features of imperialism and his 
construction of a composite picture of the world capitalist system in its 
international relationships at the beginning of the twentieth century — on 
the eve of the first world imperialist war — Lenin constantly emphasized, 
in Marxist vein, the contradictions within capitalist imperialism'.21 

This point is also taken up by Eric Stokes. The anti-Marxist critiques 
of Fieldhouse and many other historians suffer, he believes, from the 
fallacy of merging the distinct theories of Hobson and Lenin into a 
generalized economic interpretation of imperial expansion.22 But Lenin 
had quite other concerns than Hobson. Interested mainly in the evolution 
of capitalism and its 'latest' or 'highest' stage in the imperialist conflict 
which gave rise to World War I, Lenin made little attempt to explain the 
scramble for colonies between 1870 and 1900 about which Hobson had 
developed his economic interpretation. Although he saw features of 
monopoly capital emerging after 1870 and tended to link the scramble 
for colonies with it, Lenin's attention was centred upon the new manifesta-
tion of monopoly finance capitalism which did not definitely supersede 
the earlier stage of monopoly capitalism until the beginning of the 
twentieth century. 

Rather than attempting to explain the earlier struggle to acquire the 
remaining open spaces of the world in the nineteenth century, Lenin 
concentrated upon the intensification of inter-state competition arising 
from monopoly finance capital which gave rise to a 'struggle for the 
redivision of the already divided world' in the early twentieth century. 
This struggle was at its most intense not in colonial Africa or Asia but in 
the semi-colonial territories of Persia, the Turkish empire and China, and 
within the industrialized regions themselves. In Lenin's words: 

The characteristic feature of imperialism is precisely that it strives to annex 
not only agrarian territories, but even most highly industrialised regions (German 
appetite for Belgium; French appetite for Lorraine), because (1) the fact that 
the world is already divided up obliges those contemplating a redivision to 
reach out for every kind of territory, and (2) an essential feature of imperialism 
is the rivalry between several Great Powers in the striving for hegemony.23 
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Having clarified the problem of definition and purpose in Lenin's 
thesis, a problem which has misled most historians, Stokes goes on to 
argue that, although working at quite different levels of explanation, the 
economic historians R. Robinson and J. Gallagher are by no means in 
complete disagreement with the economic core of the Hobson and Lenin 
theses. Despite their emphasis upon strategic considerations in the 'official 
mind of imperialism' and upon the centrifugal forces drawing Europe 
into the colonial periphery; despite assertions to the effect that 'there was 
no comprehensive cause or purpose behind the African partition',24 

Robinson and Gallagher repeatedly emphasise the expansionism of 
underlying economic forces. In particular they acknowledge that local 
African crises in the late nineteenth century originated in the corrosive 
effect of the expanding European economy on indigenous political struc-
tures.25 Stokes therefore concludes that Hobson and, implicitly, Lenin 
say an unbalanced Western European economy necessitated external 
expansion in the late nineteenth century and that Robinson and Gallagher 
appear to accept these predisposing causes. 

Stokes' point about different levels of explanation is emphasized by 
Tom Kemp. The explanation of a general phenomenon cannot be refuted, 
he argues, by case studies that deal with peripheral manifestations rather 
than root causes. That diplomatic, strategic or religious considerations 
were paramount in an individual case of colonial intervention is not to 
refute the underlying phenomenon of the dynamic economic expansion 
of capitalist Europe.26 

The problem of root causes is also raised in relation to D. K. Field-
house's political interpretation of late nineteenth-century imperialism by 
a non-Marxist, Hugh Stretton.27 Acknowledging the continuance of 
'old-style economic imperialism, chiefly commercial', Fieldhouse never-
theless agreed with Hobson that there entered a new factor after 1870. 
But the factor was not so much the manipulations of capitalist financiers, 
as the political phenomenon of intense national rivalry in Europe: 'The 
significant fact about the years after 1870 [wrote Fieldhouse] was that 
Europe became once more an armed camp . . . . [Its] imperialism may best 
be seen as the extension into the periphery of the political struggle in 
Europe'.28 The intensity of this struggle derived from the fact that for 
'millions of people . . . empire had become a matter of faith' . Therefore, 
Fieldhouse concluded: 'In its mature form [imperialism] can best be 
described as a sociological phenomenon with roots in political facts: and 
it can properly be understood only in terms of the same social hysteria 
that has since given birth to other and more disastrous forms of aggressive 
nationalism'.29 

But what, asks Stretton, turned Europe into an armed camp? 'Lenin's, 
Hobson's or any other capitalist causes? Developments of population or 
technology of ideas? Social hysteria? Monarchic atavism? Never mind.'30 

Moreover Fieldhouse ignored the origin of the popular imperialist hysteria 
which Hobson had argued was manufactured and manipulated by im-
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perialist financial interests and which Lenin believed was part of the 
superstructure of capitalism.31 Fieldhouse, concludes Stretton, lacks a 
coherent counter-explanation of imperialism. Far more convincing and 
balanced, Stretton believes, is W. L. Langer's conclusion. Although non-
Marxian in his insistence that the 'economic side, whatever its importance, 
must not be allowed to obscure the other factors', Langer suggested: 

At bo t tom the movement was probably as much economic as anything else. It 
resulted f rom the tremendously enhanced productive powers of European 
industry and the breakdown of the monopolist ic position of England through 
the appearance of competitors. The feeling that new markets must be secured 
was very widespread and the need for new fields of investment, though not much 
discussed at the time, was probably even more important . These needs, however, 
had been met in the past without any corresponding expansion of territory. It 
was the embarkat ion of France, Germany, and other countries on the course 
of empire that brought the British to the conviction that only political control 
could adequately safeguard markets.3 2 

If it may therefore be concluded that the gap between the supposedly 
economic and non-economic interpretations of late nineteenth-century 
imperialism is by no means as great as may previously have appeared, it 
must nevertheless be conceded that the common denominator operates 
only at the lowest level. Whereas Lenin believed that capitalism, especially 
monopoly finance capitalism, was inherently expansionist, Hobson 
believed the reverse. While acknowledging the underlying expansionism of 
the European economy, Robinson and Gallagher and W. L. Langer insist 
upon the independent influence of a variety of non-economic factors. 

Many writers within the Marxist tradition would now agree that Lenin's 
theory requires modification as a result of subsequent historical research 
and in the light of subsequent events. Baran and Sweezy,33 Michael 
Barratt-Brown34 and Harry Magdoff,35 for example, have questioned or 
rejected Lenin's emphasis upon the pressure for the export of surplus 
capital. Barratt-Brown suggests that in the case of Britain more was 
earned in income from overseas investment before 1914 than was exported 
as surplus capital. For the period after 1945 he accepts Sweezy's view that 
foreign investment by the leading capitalist states acts as 'a giant pump 
for sucking surplus out of underdeveloped countries'.36 This view also 
lies at the centre of Andre Gunder Frank 's thesis of the continuing 
generation of underdevelopment in Latin America by virtue of imperialist 
expropriation of Latin America's economic surplus.37 

Magdoff argues on somewhat different lines: 

The desire and need to operate on a world scale is built into the economics of 
capitalism. Competi t ive pressures, technical advances, and recurring imbalance 
between productive capacity and effective demand create cont inuous pressures 
for the expansion of markets. The risks and uncertainties of business, inter-
related with the unlimited acquisitive drive for wealth, activate the entrepreneur 
to accumulate ever greater assets and in the process to scour every corner of 
the earth for new opportunit ies. Wha t s tand in the way, in addition to technical 
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limits of t ransportat ion and communicat ion, are the recalcitrance of native and 
the rivalry of other capitalist nat ion states. . . . Viewed in this way, export of 
capital, like foreign trade, is a normal function of capitalist enterprise. . . . The 
important point is that capital export has a long history. It is a product of (a) 
the worldwide operations of the advanced capitalist nations, and (b) the institu-
tions and economic structure that evolved in the ripening of capitalism as a 
world system. It is not the product of surplus capital as such.38 

While accepting Lenin's emphasis upon the rise of monopoly finance 
and the imperialist competition arising from it, Magdoff also believes it 
is necessary to modify Lenin's view on the falling rate of profit. This 
hypothesis cannot, he argues, apply to loan capital because rates of interest 
on money lent abroad are 'for relatively safe loans, . . . considerably 
below the industrial rate of profit'.39 Direct investment in oil extraction 
and mining is motivated by the facts of geology. Foreign direct investment 
in manufacturing provides the sole test of the thesis. And in this case it is 
the 'gap in marginal profitability [between additional investment in 
manufacturing at home or abroad] which produces the flow of foreign 
investment; it has no necessary connection with any fall in the average 
profitability of investment at home'.4 0 

It is now widely accepted by Marxists that Lenin did not foresee the 
manner in which the contradiction between capitalist and working classes 
within the imperialist states would to some extent be transferred to or 
muted by the intensification of the global division between rich and poor 
states. By this mechanism the highest stage of capitalism has been pro-
longed beyond the time that Marxists might otherwise have expected. 

Baran and Sweezy place considerable emphasis upon another factor 
that was not present in Lenin's time. In their view one of the main pressures 
behind the imperialistic expansion of western capitalism led by the United 
States after World War II has been the intensification of competition from 
the socialist and non-capitalist world. Because any further expansion of 
socialism would necessarily involve a reduction in capitalism's economic 
territory, the two systems are locked in mortal combat. A defensive 
capitalism feels obliged to fight wars such as that in Vietnam because it 
cannot survive any continuing and widespread trend towards socialism.41 

However, although contemporary Marxists are of the view that the 
rise of the multi-national corporation and the international polarization 
of rich and poor states may best be explained by the use of Marxist modes 
of analysis, they remain as divided as ever in their differing emphases. 
As Tom Kemp notes, 'Neither a fully worked out economic model, nor 
a satisfactory historical account of imperialism has yet been forthcoming. 
The task which Lenin and his friends began in 1916, so soon to be aband-
oned for more pressing concerns, has still to be brought to completion.'42 

Thus writers within the Marxist tradition not only differ in their con-
clusions about the precise sources of capitalism's expansionary drives but 
also come to quite contrary conclusions about its contemporary evolution. 
Whereas Andre Gunder Frank sees contemporary imperialism as the 



186 m. r . s t e n s o n 

intensification of a centuries-old process of exploitation, others, like 
Lichtheim and Barratt-Brown, cite Marx to the effect that imperialism 
must eventually give rise to the development and industrialization of the 
exploited, colonial world.43 V. G. Kiernan even goes so far as to suggest 
that capitalist imperialism may be capable of reformation: 'Socialists 
underrated for too long after the last World War the immense resilience 
of capitalism, when faced by stiff competition from socialism, as a pro-
ductive system; and it would be another mistake to ignore its mental or 
political adaptability — no doubt much smaller, but still appreciable. It 
has changed, and under sufficient prodding and pushing can change 
further' .4 4 

Whereas many Marxists continue to deny the existence of Soviet 
imperialism, or, viewing it as a pre-socialist atavism, have chosen to 
ignore it, Barratt-Brown, for example, has discussed attempts to fit it 
into a Marxist theory of imperialism.45 These range from the view that 
the USSR represents a transitional stage of industrialization in which the 
necessities of primitive accumulation give rise to severe contradictions to 
those which suggest that the Soviet economy is 'plugged into the capitalist 
world economy, and thereby into competitive imperialist relations',46 or 
that the Soviet and capitalist systems are converging. 

Meanwhile the gap between Marxist and non-Marxist interpretations 
of imperialism remains considerable. Despite growing acceptance of 
concepts such as the imperialism of trade, many contemporary writers 
continue to reject the thesis that imperialism is an institutional necessity 
for capitalism, tending, with Koebner, Fieldhouse, and Robinson and 
Gallagher, to place their emphasis instead upon the political dynamics of 
relative power. 

Robert W. Tucker concludes with reference to United States expansion-
ism after World War II, for example: 'Unless the view is taken that as a 
nation America is something new under the sun, our post-war expansion 
must ultimately be traced to our inordinate power and to our determina-
tion to use this power to ensure our particular version of a congenial 
international order'.47 In this view the international system is, above all, 
insecure. Thus, as B. J. Cohen puts it in his recent study, The Question of 
Imperialism, 'imperialistic behaviour is a perfectly rational strategy of 
foreign policy' in order to maximize security. 'Here is the real taproot of 
imperialism — the anarchic organization of the international system of 
states.'48 

The evolution of the academic controversy over the origins of late 
nineteenth- and early twentieth-century imperialism indicates that this 
analytical gulf will be little diminished by the detailed study of individual 
aspects of contemporary imperialism. For the Marxist and non-Marxist 
interpretations derive from fundamentally different views of society: the 
Marxist interpretation emphasizing the determining influence of relations 
of production; the liberal or non-Marxist interpretation emphasizing the 
variety of independent factors that influence social evolution and state 
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behav iour . Clar i f ica t ion of the m a j o r issues in c o n t e n t i o n m u s t awa i t a 
Marx i s t i n t e rp re t a t i on t h a t e n c o m p a s s e s pre -cap i ta l i s t a n d pos t -cap i ta l i s t 
imper ia l i sm, a n d a n o n - M a r x i s t i n t e r p r e t a t i o n which deve lops a h i s to r ica l 
t heo ry of imper ia l e x p a n s i o n i s m t h a t conv inc ing ly resolves t he p r o b l e m 
of ' r o o t causes ' . 4 9 
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