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Brazil 

EXPLOITATION OR AID. 
Andrew Gunder Frank 

Brasilia, D.F. 
Does American aid and investment 
contribute much or little to , or even 
hinder, Latin American economic 
development? The recent argument 
between the Brazi1iar and Ameri
can Embassies on this question with 
respect to Brazil invites analysis arid 
comment. The Brazili an viewpoint, 
expressed by its Embassy in Wash
ington (in charge•of Roberto Cam
pos de Oliveira) is that American 
aid is small and not altruistic . The 
Americ:rn answer, deli\'ered by U.S . 
Ambassador Lincoln Gordon in a 
lecture before the National Eco
nomic Council of Brazil is that in 
exporting capital the United States 
incurs great sacrifice and contrib
utes significantly to the economic 
development of Brazil. 

Unfortunately, if subjected to 
nondiplomatic analysis, the reality 
of the economic relations of the 
United States and Brazil, or any 
other Latin American country 

Andrew Gunder Fra11h is currc11tl11 
visiting profeswr of economics al 
the University of Brasilia. 

whose name could easily be 1:ubsti
tuted, appears much less pleasant 
th:m either Ambassador suggests . 
In the following , I summarize the 
arguments of the two Amba ssa dors 
on each of the topics discussed . ap
pending my own comment. 

I. Amount of Capital Tr:in ;; fr, ·rccl 

Brazil: The real amount of re
sources the United Sta tes offers 
Brazil is smaller than generally 
imagin~d because it should be mc:is
ured in fund s transferred rather 
than in those committed and be
cause from the gross the return flow 
of amortization and interest pay
ments must be deducted . 

United Sta tes: The American Am
bassador docs not understand why 
the Brazilian Embassy lends im
portance to the distinction between 
authoriza tions and disbursements, 
since the United States keeps its 
prom ises :md thus m:ikcs - the g.1p 
bdwcc n the two only a m ::it tcr of 
time. It is confusing and bad eco
nomics to deduct the amort iza tion 
and intcrc!-t payments from gross 
transfers because it deprecates the 
American capital's contribution to 
the construction of steel mills, hy
droelectric plants, etc ., while it is in 
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Brazil. Moreover,. American c:,pital 
improves the Brazilian balance of 
payments. Measuring this way, it 
would appear that the flow of 
capital is not from the United States 
to Brazil, but rather from Brazil to 
the United States . 

Comm e11t: In reality, the net con
tribution of United States capital to 
Brazil is neither large nor small, 
but negati\'e . The Brazilian Em
bassy's distinction between commit
ment and disbursement is easy to 
understand if one considers that , 
of the promises made at Punta del 
Este , some funds were canceled by 
the U.S. Congress and Executive, 
others are disbursed by private 
firms not bound by government 
agreement, and all of them are con
tingent on Brazilian compliance 
with United States demands about 
expropriation, International Mone
tary Fund financial policy, etc. 
For the balance of payments and 
the exchange rate, not promises, 
but transfers are significant. 

The "appearance" that, if amor
tization and interest are counted, 
the outflow of capital is really from 
Brazil to the United States instead 
of vice versa unfortunately reflects 
reality quite accurately. Official 
Brazilian figures for the years 1947-
1960 indicate an inflow of Sl,814 
million in new investment and 
loans and an outflow of $2,459 
million in remittance of profits 
and interest. Adding an estimated 
$1,022 million of "services," large
ly representing clandestine remit
tances, total outflow becomes 
$3,481 million, or nearly twice the 
inflow, and the net outflow $1,667 
million. 

This outflow from Brazil is by 
no means a historical accident or a 
result only of Brazilian calcula
tions. An ECLA study shows that 
in no decade of the past century 

has the total flow of goods and 
services out of Brazil been smaller 
than the flow into Brazil. Turning 
to Latin America ( Argentina, Brazil, 
Chile , Peru, Venezuela , Colombia, 
Mexico) generally. U.S. Department 
of Commerce figures for the period 
1950-l9Gl show net new private 
U.S. investment as $2,9G2 million 
and remittances of profit and in
terest thereon or $6.875 million . or 
well more than double the amount 
for a net withdrawal of $3 ,910 mil: 
lion. U.S. aid and loans of ~3 ,384 
million and repayments and in
terest thereon of $1 ,554 million ( to 
date, with more of course to come 
in the future), still leave a net 
capital movement to the United 
States of $2,081 million. 

But in these calculations the flow 
to Brazil, such as of surplus food, 
is measured in often inflated so
called market prices that the 'u.s. 
seller sets himself, while the flow 
from Brazil is measured in dollars 
actually bought by Brazil . Addition
ally, these data do not include most 
of the Brazilian and other national 
private capital, currently often es
timated at S10 billion for Latin 
America, which is :,arn;ferred 
abroad ( such as to the famous 
Swiss and New York banks). The 
real effective drainage of capital 
from Brazil and the other capital
poor countries is thus even larger 
than appears from the above offi
cial figures. It is difficult to see ~:JW 

the American Ambassador imagines 
thi:i constant American dr~in of 
funds from Brazil to be helping 
Brazil's balance of payments. It is, 
instead, a principal source of the 
balance-of-p;1ymeutc; deficits . 

To 5peak of American capital, 
public or pri\';Jtc , going into the de
velcpment of basic heavy industry 
in Brnil is more than misleading. 
Under the Alliance for Progress, es
pecially, the emphasis of American 



public capital investment in Latin 
America is on education and health 
- latrine-building, as it has been 
aptly dubbed. U.S. private capital, 
as the daily experience of anyone 
can attest, prefers the export pro
cessing and service industries -
Coca-colonization, in a word. Far 
from contributing to Brazil's in
dustrialization, this investment, no 
less than more traditional invest
ment in raw-materials extraction, 
serves to keep the economy under
developed. Indeed, it deforms the 
economy into one ever less able to 
develop by increasingly absorbing 
Brazilian capital and misdirecting 
it. Often, an initial sum of capital 
brought from the United St::tes by 
an American firm is supplemented, 
or even multiplied, by borrowing 
Brazilian capital from local U.S. 
banks with Brazilian deposits, or 
from Brazilian banks, or even from 
the Brazilian Government. The com
bined cal-'it:11 is then invested not 
where it will best s~rve the interests 
of Brazil's development, but of the 
American firm's development. The 
earnings that are not shipped home 
are then reinvested in Brazil. ofter. 
not by building new productive fa
cilities, but by buying up or buying 
into existing Brazilian installations 
and thus transfening their direction 
into American hands also. 

Now, the Brazilian "expropria
tion" proposal offers American in
vestors government aid in with
drawing their capital from less prof
itable public utilities and transfer
ring "a minimum of 80 per cent" 
into much more profitable indus
tries. Thus, American capital, with 
financial and technical advantages 
due to its international connections 
and with additional special priv
ileges granted by the Brazilian Gov
ernment "to attract foreign capital," 
progressively denationalizes Brazil
ian industry , misdirects Brazilian 

investment, integrates the weaker 
Brazilian economy increasingly with 
the stronger American one on which 
it thus becomes dependent. and 
thereby adds further to Brazil's bul
ance-of-paymcnts difficulties. 

2. Degree of U.S. Sacrifice 

Braz.il: American aid to Brazil 
between 1940 and 1962 has meant 
little or no sacrifice to the United 
States . Half the total comes from 
the Export-Import Bank, which 
consistently makes profits. Another 
35 per cent represents the supply 
of agricultural surpluses under 
Public Law 480. American aid was 
tied to the purchase of American 
goods and was part of a program 
to develop foreign markets for 
goods that were in surplus at home 
and could thus contribute to the 
utilization of excess capacity in the 
export industry . 

United States: The manner of 
financing is unimportant. Had 
American funds not been used in 
this way, they could have been put 
to some other use . Tying Ameri
can aid to the purchase of Ameri
can goods is natural and dues not 
reduce the value of th£ aid. since 
useful aid must reflect itself ul ti
matcly in the transfer of real goods. 
In general, since the marginal cap
ital-output ratio in the United States 
is higher than in Brazil, the invest
ment of American capital in Brazil 
instead of at home really represents 
a considerable loss to the Ameri
can economy. The excess-capacity 
argument could carry some weight 
only if the American economy had 
been chronically depressed since the 
war, which has not been the case. 

Comment: American aid and in
vestment are no sacrifice, but an 
instrument for obtaining consider
able Brazilian riches and for pre
serving the present monopolist 
structure of the American economy. 
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The capital-output ratio is quite ir
relevant to the issue. American 
firms do not invest in Brazil in a 
sector with the average of the lat
ter's marginal capital-output ra.tio, 
and they do not draw their invest
ment funds from such a sector of 
the American economy. Much more 
relevant to the firms are their prof
its in Brazil and their excess capac
ity at home. An American business 
commission in Brazil observed that 
"profits in Brazil are nonnallv much 
higher than in the United · States. 
It is not uncommon that a factory 
pays for itself in one or two years ," 
- that is, makes a profit of 100 
per cent or 50 per cent per year. 
These rates, however, refer only to 
profit on total capital invested . 
Since part of that total represents 
capital borrowed from Bra7.ilian 
sources at low cost . and another 
part reinvestment of such earnings 
in the years following the original 
introduction of capital, it is similar
ly not uncommon that the real rate 
of earnings on American capital in 
Brazil is in the thousands of per 
cent per annum . 

Turning to the U.S. economv un
employment has not fallen b~low 
5 per cent in several years and the 
minimum rate keeps rising . The ex
cess installed capital capacity of 
these same large export firms is 
several times that perc.:entage, what 
ever the average marginal capital 
output ratio may be for the economy 
as a whole. For them, export and 
foreign eamings arc a necessity , 
not a sacrifice . And as the Alliance 
for Progress makes so eminently 
clear - consider, for instance, the 
public statement by three of its of
ficial spokesmen, including David 
Rockefeller, that the Al!iance ~hould 
impro,·e conditions for American 
investment in Latin America - the 
purpose of U.S. Government aid 

is to pave the way for the economic 
activity of this same private U.S. 
capital. 

Just as U.S . Go,·crnnwnt pur
chase of surplus agricultural prod
ucts and their subsequent shipment 
abroad as "food for peace" sup· 
ports the increasing monopolization 
and therewith execs!> capacity or 
U.S. agriculture, government ",.dcl"' 
money provides the credits for for
eign purchase of increasingly mo
nopolized U.S. industry. At the same 
time, the strings attached to the 
money are designed to maintain 
or improve the political and eco
nomic climate abroad for this same 
U.S. economic activity. That al so 
explains the tying of loans to pur
chases of U.S. goods. For real good-; 
could be transferred through multi
lateral trade , if the U.S. Govern
ment did not wish to avoid helping 
Brazil to trade more with Western 
Europe - let alone with the So
cialist countries . And the devel
opment of U.S. balance-of-payment 
difficulties only increases these 
same American needs. 

3, Gains an1! Losses from Trail,• 

Brazil : The terms of trade have 
been turning to the disadva nta~c 
of Brazil. Between 1955 and 1961 
the prices paid for Brazili an prod: 
ucts have fallen considerablv. anc.1 
the prices of American exporis have 
risen . The result has been a loss 
to Brazil greater th an the total of 
all aid since World War II. 

United States : The argument of 
the Brazilian Embassy about the 
terms of trade is mistaken . In less 
professional circles , these price 
changes arc described as a "process 
of exploitation ·· by the industrialized 
countries . espec ia ll y the United 
States . Had the Brazilian Embassy 
chosen 194 7- 1949, imtead of the 
high-price 1950-53 base, it would 



have come to the opposite conclu
sion. In eac j1 decade since 1920 the 
terms of trade were worse for 
Brazil. and only in the decade l 950s 
were they better. than at present. 
One might equally well talk of 
"presents" m ade to Brazil in the 
twelve years sfncc 1950. The major
ity of serious students are highly 
skeptical of Jong-te rm generaliza
tions about tendencies inherent in 
the terms of trade . Regarding th e 
question! "Arc coffee prices today 
too low?", simply as economists we 
would have to answer, "No." The 
idea that the i11du striali1.cd nations 
in a certain sense "owe" the na
tions who export primary commod
ities a cert ai n level of tenns o!' tr,tdc 
seems neither rea $onablc nor de
sirable. There is no co!1spiracy to 
deteriorate the term s of track . On 
the contrary , competition to sell is 
greater than ever. 

Comment : Brazil and other poor
er countries arc falling increasing
ly behind the already industrialized 
ones. The economic relations be
tween the two, taken as a whole, 
are quite evidently a contributing , 
if not the crucial, factor in this 
loss by the underdeveloped, raw
materials exporters. The countries 
which were able to avoid or break 
this relation have also been able to 
avoid this loss . If in the 1930s :md 
Hl40s the terms of trade were less 
favorable to Brazil , this was. in good 
part due to the depre ssion and the 
war and because Latin America gen
erally acceded to American pleas 
to keep raw-materials prices lower 
than they might have been as their 
contribution to the war effort. The 
higher prices in the years 1950-
1953 were, of course , due to the 
Korean War, during which this 
same American ideological argu
ment carried less weight abroad ; 
and since that time these prices 

have indeed fallen again . It seems 
difficult, thus, to accept the thesis 
that the prices of the 1950s con
stituted a gift to Brazil. 

Instead, serious economists can 
demonstrate that the terms of trade, 
as part of the economic relation
ship taken as a whole, are too low, 
even at their highest, to prevent 
the exploitation and permit the de
velopment of Brazil and other poor
er countries. Thus, the idea that 
the developed countries owe some
thing to the underdeveloped ones 
seems quite reasonable and desir
able unless one still wishes to ad
vance the argument that "the hid
den hand" regulates economic re
lationships. This is an argument 
long used to hide the fact that the 
general standard of living in Brazil , 
and in almost all other poor coun
tries, was higher before they be
came entangled in the relationship 
of "trade," "aid" and especially of 
"foreign investment" than .it is to
day. Moreover, not competition, 
but monopoly and cartels protected 
by suprastates such as the European 
Common Market, NATO, the petro
leum industry, etc., and of c0urse 
rising prices, are the trend in the 
industrialized world today. And 
these arrangements most certainly 
are conspiratorial and prejudicial 
to the underdeveloped world. 

4. Effl'l'IS of U.S. Capital in !Jra7.il 

Brazil : U.S. aid money ha s been 
well used by Brazil. The rate of 
the growth of income per capita 
has been one of the highest in Latin 
America for the decade 1950-1961. 
There is no better index of ad<'quatc 
use of foreign aid ~han the achieve
ment of a high growth rate. More 
than 90 per cent of imports have 
been accounted for by essential raw 
materials, basic foodstuffs and 
equipment and parts. 
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United States : The substantial 
contribution of U.S. public and 
private capital to Brazilian econom
ic growth in general, and especial
ly to desirable structural change to
ward manufacturing, import sub
stitution and increased export ca-

pacity, refutes the cliches about 
the "process of exploitation ." 

Comment: Both Ambassadors 
misdirect their analysis and exag
gerate the effect s of U.S. aid . which 
in reality retarded Brazilian eco
nomic growth . Evaluating the use 
of American aid , as does the Brazil
ian Embassy , by reference to the 
Brazilian growth rate is unaccept
able . As the Brazilian note points 
out , recent per capita growth in 
most Latin American countries has 
been largely zero or negative, while 
in Brazil it has been 3 per cent for 
the period since World War II and 
3.9 per cent since 1957. However , 
as the Minister for Planning, Celso 
Furtado , points out , the most im
portant economic developm ent in 
Brazil occurred during the 1930s 
when, due to the depression , Amer
ican export of capital and goods 
reached its lowest point and Brazil 
changed over from importing all 
of its capital equipment to produc
ing it at home. And durin9; this 
crucial take-off into economic de
velopment , the per capita r a te of 
growth registered was 0 .3 per cent. 
Thus . the significant index of good 
use of foreign and domestic re
sources for Brazil is not , as the 

Brazilian Ambassador suggests , the 
gro-wth rate as much as it is the 
creation of a national productive 
capacity , espec~'llIJ in heavy in
dustry, and initially for the do-
mestic market. To this process, 
American aid and investment de
cidedly does not contribute. 

It is perhaps his use of an in
correct criterion which perntits the 
Brazilian Ambassador to go on to 
make his strange claim that the 
"aid" resulted in the import of 
goods important for Brazil's eco
nomic development. For a country 
of continental proportions with ev
ery conceivable raw material, and 
perhaps the greatest agricultural 
potential on this globe, it seems in
de~d a strange argument to claim 
that Brazil is putting its resources 
to good use when it imports "es
sential" raw materials and "basic" 
foodstuffs, instead of importing 
equipment and technology which 
would _permit it to develop that po
tential. Much of the "equipnwnt 
. .md parts," to say nothing of the 
remaining 10 per cent of imports, 
should undoubtedly have also been 
produced nationally. 

Even disregarding the negative 
consequences of foreign aid and in
vestment , their contribution to total 
investment in Brazil is , contrary to 
the American Ambassa dor's claim, 
minuscule and easily forgone. Ac
cording to a Braz ilian estimate for 
the years 1950-1954. all forei~n (in
cluding American) investment 
amounted to 1.32 per cent of Brazil
i:m Gross National Product. or 8.2 
per cent of total in ves tment in 
Brazil. For the period 1955-1959, 
a Brazili :rn estim:lte of the slure of 
foreign irn·es tmcnt is 2 per cPnt of 
gross and 2 .8 per cent c f net in
vestment . But . as we saw earlier , 
brge pai-t s of even thi s small "con
tribution" of foreign capital arc no 



contribution at all, since much of 
this capital was Brazilian to begin 
with and is forP.ign only in owner
ship, control and earnings. It is 
evident. therefore, that Brazil could 
easily find national capital that 
would more than substitute for so 
small a foreign addition to her total 
investment. and dispense at the 
same time with the damages in
flicted by foreign investment on its 
cronomic development. 

The American Ambassador's as
sertion that U.S. capital has con
tributed to desirable structural 
change in the Brazilian economy 
is even less founded in reality. 
Rather, American capital h:!s con
tributed to the already much too 
great concentration of capital in 
Sao Paulo to the prejudice of the 
other regions, especially of the 
Northeast. Similarly, capital has 
flown into the export, processing 
and service industries to the dis
advantage of basic industries and 
Brazil. Tariff exclusion of relative
ly inessential products has• drawn 
national, but proportionally espe
cially foreign, capital into the pro
duction of these same relatively in
essential, but protected, products. 
The American Ambassador's "im
port substitution" is therefore at 
best a two-edged sword. But even 
this substitution of specific imports 
does not necessarily contribute to 
the reduction of imports as a whole. 
On the contrary, if this investment 
goes into certain kinds ofprocessing, 
it makes "essential"-as the Brazil
ian Ambassador observes in another 
context - the import of more raw 
materials . If it helps to shift the 
distribution of income to groups 
with higher propensities to import, 
it increases imports as a whole. As 
for increasing export capacity, to 
which the American Ambassador 
also refers , Brazilian capacity to ex
port non-raw materials remains 

notoliously low. And using scarce 
resources to increase Brazil's ca
pacity to export raw materials is 
certainly a most questionable policy. 

5. Economic Policy for Brazil 

United States : The serious prob
lem for Brazil is the expansion of 
export earnings. Since Brazil can
not hope to regain the predominant 
position in the coffee, cacao, and 
sugar markets already lost to new 
producers, Brazil should follow the 
example of Japan which, when 
faced with declining earnings from 
textile exports. expanded into ship
building and electronics. Following 
a similar policy, Brazil could ex
pand its exports of iron ore, meat 
and manufactured products. And 
in order not to cut itself off from 
technological progress and thereby 
from economic progress, Brazil 
should continue to invite foreign in
vestment. 

Comment: Brazil's urgent need 
at this time is not still more out
ward-directed, but rather inward
directcd, economic devi;:lopment. 
Far from emphasis on exports, as 
the American Ambassador suggests, 
this requires regional and sectoral 
economic integration and addition
al basic industry for national needs. 
Lc~~t of all docs it imply or permit 
usmg the resources urgently needed 
for that national task to expand two 
lines of raw-material exports -
iron ore and meat - to serve the 
needs of the already industrialized 
countries. 

It is difficult to see how the 
American Ambassador draws the 
lesson he does for Brazil from the 
example of Japan. Japan expanded 
into shipbuilding and electronics, 
but Brazil is to expand into iron 
ore and meat. Moreover, Japan is 
at a quite different stage of eco
nomic development than Brazil. 
The expor, market Japan was losi11g 
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was in textiles, not in coffee. How 
did that country achieve this de
gree of industri :-: lization and de
velopment? Not by pursuing the 
policy the American Ambass,1dor 
prescribes for Brazil, but by doing 
precisely the opposite. In fact , 
Japan is the crucial example among 
the capitalist economies, as the So
viet Union is among the Socialist, 
which, in order to achieve the take
off into economic development in 
a world of already industrialized 
and imperialist countries, began by 
isolating itself substantially from 
foreign trade and totally from for
eign investment and control. Nei
ther country found it necessary, let 
it be noted, to permit such foreign 
investment in order to take advan
tage of the technology of the indus
trially more advanced countries. 
Only a( ter they had forged an eco
nomic structure and their own con
trol thereof, which permitted them 
to take advantage of more intimate 
economic ties with already ad
vanced countries, did Japan and 
the Soviet Union enter into such re
lations. Thu~. Japan indeed docs 
provide the example most relevant 
to Brazil's present economic organi
zation; but the national stance it 
points to is one of independence , 
not one of dependence. Let it be 
noted, however, that on this road 
Japan also became an imperiali st 
power itself, with all that implies. 

Conclusion 

The two Ambassadors , although 
both highly reputable economists of 
similar training, evidently have 
quite different official views of 
Brazilian-American economic rela
tions. As they thc~selvcs imply in 
their reference to the diplom a tic 
schizophrenia of defending abroad 
what one denounces at home and 
vice vusa, their differences m :.iy 
probably be traced to the circ.:um-

stances and interests of the two 
countries, of the two worlds, of the 
rich and of the poor, whose diplo
matic representatives they are. The 
American describes a relationship 
in which Big Brother selflessly pro
vides much of the capital , tech
nology and good advice (like that 
of the Ambassador himself), which 
the little brother, Brazil , needs to 
grow up into an independent indus
trialized adult. Though Americans 
do not really owe Brazilians any
thing, they incur considerable sac
rifices on Brazil's behalf; and any 
gains they may derive arc quite 
accidental and extraneous to the 
relation . Finding it difficult to ac
cept this rosy picture, the Brazilian 
suggests instead th a t the real im
portance of U.S. aid is to the U.S. 
economy itself, that the hand-in-aid 
gives only little and that even this 

and more is taken away i11 trade 
by the other hand . Still , being the 
official diplomatic rcprcscntalivc of, 
amoi:i~ other influential groups, 
Brazilian groups which benefit from 
current Brazilian-U .S. rel a tion s, the 
Brazilian Embassy paints a picture 
that is not altogether dark . 

Dispensin g with diplom a tic polity , 
but still confining the discussion 
largely to the topics selec ted by the 
Amba ssadors, the comments of the 
present a uth or sugges t that , in iLs 



current form , this relation is neither 
"very• nor "slightly" beneficial, but 
instead definitely prejudicial to 
Brazil. Far from conLributing capi
tal to , and improving the structure 
of, the Brazilian economy, the 
United States draws capital out of 
Brazil and with what remains gains 
control of Brazilian capital and 
channels it into directions that in
crease Brazil's dependence on the 
United States and hinder Bralil'S 
economic growth . The terms of 
trade form neither an ;11.T icl ~,11~i1 
nor an cxtram:ous but an uitegr..tl 
part of this process. F,ar from point
ing the way to Brazil's industrializa
tion and development, the Ameri
can Ambassador's recommended 
policies - emphasis on private en
terprise, foreign investment, more 
raw-materials exports, etc.-would 
maintain Brazil's position as an 
underdeveloped, dependent econ
omy. It appears, thus, that the 
United States takes away with both 
hands; the picture is neither rosy 
nor neutral. but quite dark. 

The picture would emerge still 
darker or pitch-black if the analysis 
were extended beyond the selected 
topics to include the entire economic 
relationship between Brazil and the 
United States. Consider, for in
stance, the imposition, on threat of 
withholding short-term credits, of 
the policy of the International 
Monetary Fund. Supposedly to re
duce balance-of-payments deficits, 
this policy calls for reducing • ex
chan.gc restrictions and thus per
miltil)g more ,transfer of capital out 
of Brazil; Brazilian devaluation to 
make the cruzeiro cheaper and the 
dollar dearer; supposedly anti-in
flationary measures which shift in
come from the poor to the rich, 
thereby weakening domestic pro
duction and increasing the demand 
for imports-all of which results in 
new balance-of-payments deficits, 

new loans and new dosages of the 
same IMF medicine. 

One might ask, if all this "aid" 
is really so damaging to Brazil, why 
does Brazil permit and even seek 
it? Again, the answer is to be sought 
in the very Brazil-U .S. relationship 
itself. First, of course, the relation
ship docs reward some Brazilians . 
with profits and power. These 
groups then apply this same power 
to efforts to maintain the relation
ship. Second, with time Brazil be
comes so dependent that breaking 
away involves such high costs in 
the short run - whatever the long 
run gains-that many other groups, 
and especially any government, are 
loath to accept them. Thus, in the 
short run, failure to receive credits 
to refinance the already existing 
debt would force a cut of imports 

that are necessary in the same short 
run, because in the meantime the 
same economic relationship has de
stroyed or prevented the creatiort of 
productive capacity that would ob
viate these imports. If, going a step 
further out of the relationship, 
American investments are threat
ened, the short-term cost, as the 
case of Cuba demonstrates, is the 
stoppage of all trade. In a word, 
Brazil and other countries find 
themselves in a kind of debt-slavery 
relationship not unlike that of the 
peasant with his moneylender-land
lord the world over, a relationship 
in which the very exploitation ap
pears to make its own continuance 
necessary. 

Finally, for whal it may be worth, 
and as the analysis by the Amedcan 
Ambassador and in part that by 
the American-trained Brazilian Am
bassador demonstrated, the United 
States also supplies the economic 
science-and the ideology as well
that tries to pretend this exploit
ative relationship is really necessary 
and desirable. 
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ON THE MECHANISMS OF IMPERIALISM: 
THE CASE OF BRAZIL 

B Y A N D R E W GU N D E R F R A N K 

It is madness for one nation to 
expect disinterested help from 
another. 

-George Washington 

The United States does not 
have friends; it has interests. 

-John Foster Dulle! 

In an article which appeared in The Nation of April 27, 
1964, entitled "Brazil in Perspective," I examined the official 
Brazilian and U.S. views of economic relations between the two 
countries as -presented by Roberto de Oliveira Campos who 
was then Brazilian Ambassador in Washington and is now the 
minister in charge of economic policy in the military dictator
ship which took power in April, and by Lincoln Gordon, then 
and now American Ambassador to Brazil. My conclusions were 
that both official views are wrong: the United States does not 
help Brazil a lot (Gordon) or a little (Campos), but rather 
exploits Brazil unmercifully and stunts and distorts its economic 
development. In this article I propose to probe more deeply into 
these questions, especially in the hope of throwing light on a 
few of the numerous and often hidden mechanisms of which 
the imperialist countries make use in their relations with thi: 
colonial and semi-colonial countries of the underdeveloped 
world. 

An economist formerly teaching in :Brazil, now living in Chile, !er 
r'rank is a frequent contributor to MR. 
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The Flow of Capital from Brazil to the United States 

It is widely believed that the United States and other 
developed capitalist countries contribute more capital to the 
underdeveloped countries than they receive from them. None
theles.5, all available statistics, including those compiled by the 
official agencies of the developed countries themselves, show 
precisely the opposite. Between 194 7 and 1960, the flow of 
investment funds on private capital account from the United 
States to Brazil was $1,814 million while the capital flow of 
amortization, profits, royalties, interest and other transfers from 
Brazil to the United States totaled $3,481 million. For the seven 
largest Latin American countries ( Argentina, Brazil, Chile, 
Peru, Venezuela, Colombia, Mexico), the United States De
partment of Commerce's conservatively calculated figures for 
the years 1950 to 1961 indicate $2,962 million of investment 
flows on private account out of the United States and remit
tances of profits and interest of $6,875 million; adding in 
A_,nerican public loans and their Latin American servicing be
tween tht ~?me years still leaves a conservatively calculated net 
capital flow of $2,081 million to the United States. 

My present purpose, however, is not to dwell further on the 
amount of this capital trans£ er from Brazil and other countries 
to the United States. Instead it is proposed to inquire into some 
of the reasons for and sources of this, for Brazil and others, so 
prejudicial capital flow. When the facts finally force American 
business, political, and unfortunately also academic, spokesmen 
for American capital to admit the existence of this capital flow 
from the poor underdeveloped countries to the rich developed 
ones, they often try to defend it in the following terms: Either 
it is said that the direction of the flow is the result of the ac
cidental or deliberate choice of a year or set of years in which 
the return flow on past investment happens to be greater than 
the outflow of new investment; or it is said instead (and 
sometimes in addition) that this drainage of capital from the 
poor underdeveloped countries really helps them to develop and 
that it is normal and logical that the capital flow into the in
vesting and lending country-in this case into the United 
States-should be greater than the capital flow out of it be-



cause, after all, profits and interest legitimately earned abroad 
must be added to the amortization and repayment of th <:' 
original investment. 

The facts of economic life completely vitiate this American 
logic. If the disparity between capital inflow from and outflow 
to Brazil is as normal and legitimate as its def enders claim, then 
why is it that according to the late President John F. Kennedy 
the capital inflow to the United States from the underdeveloped 
countries in 1960 was $1,300 million and the capital outflow 
from the United States to the same countries $200 million, 
while in respect to the advanced countries of Western Europe 
the outflow from the United States ($1,500 million) exceeded 
the inflow ($1,000 million) by a wide margin? (Cited in 
0 Estado de Sao Paulo, April 12, 1963.) Why does U.S. News 
& World Report (December 25, 1961 ), using Department of 
Commerce data, find the same pattern to obtain for the five
year period 1956-1961, that is, a ratio of inflow to the United 
States to outflow from the United States of 14 7 percent for 
Latin America, 164 percent for the underdeveloped world as a 
whole, and 43 percent for Western Europe? To eliminate still 
further the possibility that this disparity may be due to ac
cidentally comparing years of low current outflow and high 
return flow of previous outflows, we may add up ( as the 
Department of Commerce never does) the officially registered 
capital flows into and out of the United States for each year 
from 1.950 to 1961 as reported in the Survey of Current Business 
and find tlfat the total capital outflow is $13,708 million and 
the "corresponding" inflow $23,204 million, or an inflow /out
flow ratio of 177 percent.* Are we to believe that it is normal 
and legitimate that profits and interest earned by the United 
States in weak underdeveloped countries are very much greater 
than in the strong developed ones, the United States included? 

The disparity between capital inflows and outflows is 
more realistically explained by examining, as I propose to do 

*Thet.e totals can be computed from the following issues of the 
Survey of Current Business: November 1954, pp. 9, 13; August 1955, pp. 
18, 20; August 1957, p . 25; August 1959, p. 31; August 1961, pp. 22, 23; 
August 1962, pp. 22, 23. 
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in the paragraphs following, the source and composition of these 
flows than by appeal to any simplistic theories. In the first 
place, the argument that it is only logical for capital inflows to 
the United States to exceed outflows because, after all, the 
latter must earn a profit is premised on the unstated but er
roneous assumption that official capital inflows into the United 
States are earnings on capital the United States previously sent 
abroad. As a matter of fact, much of the capital on which 
Americans "earn" profits in Brazil is Brazilian in origin and 
American only in ownership, control, and earnings. The Bra
zilian origins of "American" capital are manifold. We here take 
note of only those which fall under the titles of loans, conces
sions, and foreign exchange privileges.* 

Direct loans from the government's Bank of Brazil to 
American firms and to mixed American-Brazilian consortia are 
common in industry, commerce, and agriculture. The two giant 
American world-wide cotton merchants, SANBRA and Ander
son & Clayton, in 1961 received $54 billion cruzeiros in loans 
from the Bank of Brazil, or 4 7 percent of that bank's entire 
agricultural and industrial loan portfolio ( reported by Congress
man Jacob Frantz in Congressional debate and cited in Se
manario, May 30-June 6, 1963). By re-loaning this money (at 
higher interest rates of course) to wholesalers and producers of 
cotton whom they thereby control; by buying up harvested 
stocks, storing them in government provided bins, and speculating 
with them later; by monopolizing important sectors of organiza
tion and distribution-these American firms use Brazilian 
capital to control much of the Brazilian domestic and export 
cotton market ( as they also do that of many other countries) 
and to ship the profits therefrom home to the United States. 
Swift, Armour, and Wilson (recently involved in a public 
scandal for having partly exported and partly held back for a 
higher price the meat consigned to them by the government for 
storage and sale to the public), the A. & P.'s subsidiary Ameri-

*The reader should note that the author thus omits entirely the 
largest single source, namely, the plowing back of profits by American 
branches and subsidiaries of a large part of the profits realized on their 
Brazilian operations.-The Editors 
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can Coffee Company, and other American monopolies similarly 
derive fat profits from using Brazilian capital to monopolize 
critical sectors of the domestic and export markets. American 
banks like the ubiquitous National City Bank of New York, 
insurance companies, and other financial institutions evidently 
work almost entirely with Brazilian capital, loan much of it 
to American non-financial firms in Brazil, and then serve as a 
channel to send their own and others' profits on this Brazilian 
capital "back" home. 

In the public utility sector especially, the ownership and 
earnings of so-called American capital are based, not on original 
investment of capital, but on concessions, exorbitant use rates, 
and other privileges. The capital is provided by Brazil. The 
Sao Paulo Light Co. ( now merged with the Rio Light, Rio 
Gas, Brazilian Telephone and other companies in the Brazilian 
Traction Co.) in 1907 took over a concession already granted 
to two Brazilian individuals until 1950 and then got it extended 
to 1990. By engaging an ex-President as its lawyer to fight a 
legal battle through several courts up to the Supreme Court-
still staffed by the ex-President's appointees-the company in 
1923, contrary to the stipulations of its contract, obtained an 
extension of the concession for its telephone subsidiary. Later 
the concession of the gas subsidiary was also extended. For its 
starting capital the Sao Paulo Light issued bonds for $6,000,000. 
It then took over the already existing streetcars and associated 
properties. Following the usual procedure, the various light 
companies financed expansion of service to new areas by assess
ments on, and more recently by loans from, the communities to 
be served, while equipment was purchased out of earnings from 
exorbitant public utility rates. Even so, as any user can testify, 
service always lags far behind demand ( electricity rationing is 
now normal in Rio and sometimes reaches blackouts of five 
hours daily). Through political influence and bribery, the 
company managed to delay the construction of competing 
facilities for 15 years at one site. In 1948 the company received 
$90 million in loans from the International Bank for which it 
obtained a guarantee from the Brazilian government. Part of 
this foreign exchange was used, of course, not to import new 
equipment, but to convert cruzeiro earnings into dollars for 
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remittance to the United States. To avoid showing exorbitant 
profits, the company increased its registered capital base by 
issuing stock dividends to its owners. Between 1918 and 194 7, 
Bra.silian Traction made profits of $'550 million of which $165 
million were sent home. Now that public utilities have become 
unprofitable relative to other industries and that the Brazilian 
government wants to take them over in order to permit the 
expansion of needed ser\'ice, the American owners bring all 
possible diplomatic and other pressure to bear in usually suc
cessful attempts to obtain once again the remaining equipment's 
value several times over through "expropriation.'' (Sources: 
Paulo F. Alves Pinto, A ntologia Nacionalista, vol. 2, cited in 
Barbosa Lima Sobrinho, A./ aquinas para t>ransf ormar cruzeiros 
em dolares and Sylvio Monteiro, Como Atua o imperialismo 
ianque?) 

Addressing the Brazilian Senate in 1953, President Vargas' 
Treasury Minister said, "I have to declare that foreign capital 
. .. demands guarantees to enter the country, greater guarantees 
to remain in it, and still greater ones to withdraw kom it. 
Therefore, it does not seem desirable for any country and still 
less for Brazil." ( Quoted in Osny Duarte Perira, Quem f az as 
leis no Brasil?, p. 97.) After the establishment of a state 
petroleum company and threatening to do the same with electric 
power, the government of Vargas was, owing to foreign and 
domestic pressure, replaced by one which proposed the "crea
tion of a climate favorable for the investment of foreign capital 
in the country.'' To this end the Superintendency of Money and 
Credit (SUMOC) issued Instruction 113 according to which, 
in the words of the President of the Federation of Industries of 
the State of Sao Paulo, "foreign firms can bring their entire 
equipment in at the free market price ... national ones, how
ever, have to do so through exchange licenses established in 
import categories. In this way there was created veritable dis
crimination against national industry. We do not plead for 
preferential treatment but for equal opportunities." ( Quoted in 
Jocelyn Brasil, 0 Pao, 0 Feijao, e as Forcas Ocultas, p. 125.) 
Moreover, foreign firms were permitted to import used 
equipment ( often already depreciated for tax purposes at home), 
while Brazilians could import only new machinery. As a re-
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sult, Brazilians, who on this basis were unable to compete with 
foreign firms and/or who were unable to get assignments of 

foreign exchange from the Central Bank, were forced to com
bine with non-Brazilians who, though they might not con
tribute much of any capital to the common enterprise could 
contribute and capitalize on special privileges as foreigners. Ten 
years after Vargas, President Goulart was still forced to observe 
( 0 Semanario, September 26, 1963) : "In fact it is incompre
hensible-and much less justifiable-that in this time of re
newed heavy burden for the people, innumerable superfluous or 
easily dispensable products which are consumed mainly by the 
richer classes continue to en joy the benefits of an exchange 
rate of 4 7 5 cruzeiros [ the market rate was then 800 cruzeiros J. 
The same exchange rate as for petroleum products and other 
basic goods is enjoyed by extract of whisky and of Coca
Cola. . . . The disappearance of our scarce foreign exchange 
resources occurs not only through imports. The concession of 
exchange privileges to remit foreign exchange destined for the 
payment of unessential services causes the same harmful effects 
to our balance of payments." It is worthy of note that, "fascist" 
or "communizing" or not, as Presidents Vargas and Goulart 
respectively have been termed by the foreign press, the effective 
power of these Presidents was evidently insufficient to combat the 
forces, inside and outside their own governments, which benefit 
from and fight to maintain those privileges which accrue to 
small but powerful foreign and domestic interests at the cost of 
national development. There are, of course, influential Brazilian 
interests which willingly cooperate in this provision of Brazilian 
national capital to American firms so long as, in association 
with this powerful ally from the North, they can participate 
in some of the spoils. 

Effects on Brazilian Economic and Industrial Structure 

Spokesmen for the supposed advantages for Brazil of 
American investment often claim that the distribution of Ameri
can investments and loans among productive sectors in the re
ceiving country contributes to that country's economic develop
ment, and that the resulting import substitution is converting 
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the Brazilian economy into one capable of self-sustained overall 
economic growth. The facts support neither of these contentions. 

We have already noted in part what kind of contribution 
American owned, but not supplied, capital makes to Brazilian 
development in the trade and public utilities sectors which, 
according to the Department of Commerce, absorb 43 percent 
of the total. Of the 791 American firms in Brazil in 1960, we 
must certainly call into question the allegedly essential con
tribution to the development of its economy made by the 125 
import, export, and other commercial houses; the banking, in
surance, real estate, and other financial institutions, which are 
64 in number; petroleum distribution (by the world-wide 
petroleum monopoly of notorious fame) ; retailing ( such as 
Sears and Roebuck which outside the United States is a luxury 
chain) ; and publishing, advertising, hotels, cinema, and other 
services ( including towel supply), which account for 77 more 
dubious contributions to a solid basis for Brazilian economic 
development (Barbosa Lima Sobrinho citing Editora Banas, in 
Semanario, September 26, 1963). Coca-Cola at least built 
or equipped a manufacturing plant. 

As for the 54 percent of American capital which the 
Department of Commerce attributes to manufacturing, no de
tailed breakdown is given. In 1959, light consumer goods in
dustry accounted for 48 percent of foreign, including American, 
manufacturing in Brazil, of which approximately 20 percent 
was in the food and beverage sector, including 17 bottling and 
ice cream firms (Editora Banas, Capital extranjero no Brasil). 
Even the 40 percent of United States investment which the 
Department of Commerce attributes to basic industry is not 
telling. To serve as a base for self-sustained industrialization 
and growth, investment must, all will agree, produce the 
materials and equipment-steel, machinery, trucks, tractors
necessary for expanded production. But the bulk of this in
vestment is in the automotive industry, and there it does not 
produce primarily trucks and tractors which are needed for 
development purposes but which are not immediately profitable; 
rather, it seeks maximum profits in the production of passenger 
cars for the high-income market. 
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In general, then, American enterprises in Brazil tend to 
produce non-essentials, and they do so largely with Brazilian 
capital. 

But this is not all. The composition of foreign investment 
and its effects on the structure of the Brazilian economy are 
crucial to the maintenance of underdevelopment there. It is 
often claimed that American investment in Brazil results in 
import substitution which creates Brazilian capacity for au
tonomously-directed and self-sustained economic development. 
Examining only American investment in the most basic sectors, 
we find, unfortunately, that the facts demonstrate largely the 
opposite. It is characteristic of American investment in Brazil 
and elsewhere that the giant investing corporations set up only 
a part of a particular productive process abroad and keep a 
critical, though it may be a smaller, part under their immediate 
control at home. The archetype of this arrangement is the 
Brazilian assembly plant of an American corporation which is 
made to depend on the import from the parent corporation 
of the basic equipment needed, later of its spare parts and 
replacements, often of critical components, especially the highly 
tooled ones, of critical raw materials, associated patents, tech
nicians, transport, insurance, and above all, of the technical 
and organizational schema of the productive process.* Sig
nificantly, this arrangement also serves to eliminate any existing 
or potential Brazilian markets for inventive engineering and ties 
Brazilian technological development to the American economic 
structure; the reason is, of course, that the solutions to technical 
problems are already engineered into the productive process in 
the United States and are exported to Brazil in the form of 
the technological organization established there. 

The Brazilian economy is tied still further to the stronger 
American economy when American interests "cooperate" with 
Brazilian capital in joint enterprises, or when American firms 
farm out part of the productive process to local suppliers of 
components. While the propaganda has it that the United States 

*Much the same pattern was noted and criticized by the American 
observer John Gerassi (Th, Great Fear, 1963) in Latin American petrole
um, mining, steel, automotive, machine building, and other industries. 



IMPERIALISM: THE CASE OF BRAZIL 

is stimulating private enterprise and economic development, the 
reality is that American corporaticns use Brazilian capital for 
their own purposes, transferring part of the risk and cost of 
demand fluctuations to the local supplier, channeling Brazilian 
capital into the provision of goods and services which maximize 
the American corporations' profits, and binding the Brazilian 
economy increasingly to themselves in particular and the Ameri
can economy in general. Moreover, American influence thus 
increases not only in the Brazilian economy but also in Brazilian 
political life; and, interestingly, in view of the claims about im
port substitution, this process results in increasing American de
termination of the composition even of Brazilian imports. Bra
zilian exports, of course, have been largely in American hands. 
Thus, what to Americans may appear as "the natural process 
of import substitution'' appears to Brazilians, other than those 
directly cooperating in the process, as what it is: the progres
sive domination of the Brazilian economy and the strangulation 
of its capacity for national development. 

The problem of imports is compounded by that of exports 
which are not keeping pace. The United Nations Economic 
Commission for Latin America (ECLA) notes that, subtracting 
petroleum, Latin American exports have risen only 40 percent 
since 1938, while world trade has doubled and the trade of the 
developed countries has tripled. ECLA notes further, "that 
the deterioration of Latin America in world trade is one of the 
most important points of strangulation of its economic and 
social development." (Jornal do Brasil, January 22, 1964.) Add 
to this the drain of capital out of Brazil and the misuses of its 
own resources engendered by foreign investment, and the re
sult is Brazil's chronic balance of payments deficit. Now come 
the foreign loans. 

These loans, we are asked to believe, are also development
producing. The fact is that to an increasing extent they arc 
deposited in New York banks to cover the dollar needs of 
Americans in Brazil. As Simon Hanson has repeatedly pointed 
out in his Latin American Letter ( for American businessmen) 
and in Inter-American Economic Affairs (Summer 1962), Al
liance for Progress dollars are destined to serve as the source 
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of the foreign exchange needed by Brazil to buy out American 
owned (but as we saw, not supplied) capital in Brazilian public 
utilities, and to pay for imported equipment, materials, tech
nicians, and service "needs" that ( as we also saw above) 
American corporations have built into the Brazilian economy's 
underdeveloped structure. As these loans come with economic 
and political strings attached, Brazil thus loses control of critical 
sectors of her economy to foreign interests on foreign investment, 
domestic production, export, import, and loan accounts. These 
levers of control integrate the weaker Brazilian economy ever 
more into the stronger American economy, render the oligarchic 
Brazilian allies of American interests ever more dependent on 
the United States, and structure underdevelopment all the more 
firmly into the very foundations of Brazilian society. 

Beyond these considerations, some observations about re
cent features of American aid in Brazil may be illuminating. It 
is well to note that, though included in the dollar totals of aid, 
loans under Public Law 480, euphemistically called "Food for 
Peace," do not supply a single dollar but consist rather of 
cruzeiros derived from the sale in Brazil of American surplus 
wheat which, like all other "dumping," competes unfairly with 
and inhibits the development of Brazilian wheat production. 

The major American-financed capital project in Brazil, the 
Volta Redond.r steel mill was, in fact, built by the United 
States during the Second World War to provide steel in Brazil 
for the United States' own wartime needs: Brazilians have been 
paying for the mill ever since. As for the much heralded aid 
for the development of the "depressed Northeast," the governor 
of one of its states has publicly pointed out that with a popula
tion of 25 million and one of the world's lowest standards of 
living, this area received $13 million from the Alliance for 
Progress while the state of Guanabara ( including the city bf 
Rio de Janeiro) with 4 million inhabitants and the highest per 
capita income among Brazil's 22 states was allocated $71 mil
lion. The governor of this latter state, it just so happens, is the 
presidential candidate of the ultra-right economic interests, the 
Brazilian Barry Goldwater, who spends his American-supplied 
dollars on parkways marked "works of the government of Carlos 
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Lacerda" and on other projects such as forcing slum dwelle!"S 
to move out to "John Kennedy village" located 20 miles out of 
town, while burning down their houses in the center of town to 
make room for a new tourist hotel. That's development! 

Underdevelopment, Industrialization, and Foreign Investment 

Finally we may briefly broach what is undoubtedly the 
most difficult but the most important matter of all, the eco
nomic history of underdevelopment and development, and the 
role of foreign trade and investment therein. The events in this 
history which are critical for the understanding of the problems 
under discussion are universally known albeit all-too convenient
ly forgotten in certain circles. 

The expansion of metropolitan mercantilism and capitalism 
to Latin America, Africa, and Asia wrought the destruction of 
productive and viable agricultural and also industrial economies 
on these continents and most notoriously in Mexico, Peru, West 
and East Africa, and India. Arriving mostly by force of arms 
and establishing alliances in these societies ( and in newly 
established ones such as Brazil) with old and newly created 
exploitative oligarchies, the metropolitan economics reduced 
the large bulk of the world's people to levels of abject poverty 
that they had never suffered at the hands of their previous own 
or foreign masters. In our times, it hac; become fashionable to call 
these societies "underdeveloped,'' ac; though they have always 
been this way. The developing metropolitan powers pillaged 
the peoples in these political and economic colonies of capital 
which they used to industrialize their own economics. By in
corporating them into what i'> now known euphemistically as 
the world market, they converted these now underdeveloping 
economies into appendages of their own. As we have seen above, 
this process continues unabated in our day. 

Lest it be thought that the United States is only a new
comer to this exploitative process which produces development 
for some at the expense of underdevelopment for others, it is 
well to remember that the initial industrial capital of the North
eastern United States was derived largely from the slave trade 
and from the products of Southern slavery. Though the forms 
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have been modernized, the content and the effects of the ex
paruiion of capitalism in contemporary times remain e5sentially 
what they always have been; the level of living of the majority 
of the people is still falling. The United Nations Food and 
Agricultural Organization ( FAO) supplies part of the evidence. 
Taking per capita food production in 1934-1938 as 100, in the 
three crop years 1959/60, 1960/61, and 1961 / 62, it was 99, 
100, and 98 in Latin America, Africa, and Asia ( excluding the 
socialist countries) respectively ; while it was 11 3 for the world 
as a whole, and 145 for the countries universally known for 
the failure of their agriculture, the Soviet u;ruon and Eastern 
Europe (FAO, The World State of Agriculture and Nutrition, 
1962, p. 15 of the Spanish edition). But these figures tell only 
part of the story. The other part lies in the combination of low 
or negative economic growth rates with the increasing inequality 
of the distribution of income in countries for which estimates 
are available, such as Brazil, Artentina, Mexico, and India. The 
result is that while foreign and domestic exploiters enrich them
selves, the maiSCS of the people in the underdeveloping coun
tries are suffering an absolute decline in their per capita incomes. 

This artjcle has been an attempt to report on a few of the 
mechanisms of imperialist exploitation of underdeveloped coun
tries. lt is not, and is not intended to be a substitute for in
quiry into the structure and transformation of the iIT' perialist 
system. But even these structurally derived mechanisr _5 of im
perialism in action, though no doubt familiar to practicing im
perialist and allied businessmen and diplomats, are all too un
familiar to many of those who would combat imperiafo,m. Yet 
an understanding of contemporary imperialism in action is es
sential to the theoretical base necessary for any successful strug
gle against the system. And there are many more such mechan
isms of imperialism in action. (Hamza Alavi has recently re
ported on some others in his "U.S. Aid to Pakistan," Economic 
Weekly, Bombay, Special Number July, 1963, reprinted in 
French as "Pakistan: le fardeau de l'aide americaine" in 
Revolution, Paris.) But even where reports of economic mechan
isms of imperialism exist, they are usually studies of individual 
firms, industries, incidents, etc. Not only do these make tedious, 
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if necessary, reading, as those who have followed this report 
this far will have found out; but in the absence of more in
clusive and quantitative information on such matters as real 
profit rates and totals, concessions, financial control, imperial
ist-nationalist joint ventures, etc., we can reach only a very 
inadequate understanding of even these mechanisms of imperial
ism. It is hoped, therefore, tlrnt students in the underdeveloped 
countries, as well as in underdeveloped regions and sectors of 
the indm;trialized nations, will increasingly report on the hard 
facts of imperia1ism. 
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