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The Cold War: a Feat for Globalization on the Path to Neoimperialism


Communism has collapsed in Eastern Europe, and in its wake the political and economic fabric of the region is unraveling.  A new generation of reform-minded leaders are struggling to clear a regional landscape that is littered with the wreckage of centrally planned economies.  At the personal level, old loyalties are meaningless; formerly safe assumptions about the future are now dubious.  Lifelong habits of obedience are suddenly invalid; patterns of anticipatory obedience have been disrupted.  Surviving rumps of Communist regimes are beleaguered by unmistakable symptoms of systemic collapse; their supporters frenzied by fear of irrepressible change.  The salient fact about Central and Eastern Europe, as one pundit recently put it, is that now “nothing is settled;” nothing fundamental or lasting has been changed by four decades of Soviet domination, and every aspect of Eastern Europe’s future is open.

“Outlook for Eastern Europe in 1990”

Interagency Intelligence Memorandum 

February 1990

Director of Central Intelligence



The end of the Cold War came as a surprise to the world between 1989 and 1992 because globalized economic practice was common place and thereby overlooked by contemporaries.  The drive for economic prosperity was just as much a human trait then as it is now, and yet using such simplified, trivial psychology remains taboo.  However, what other force in modern history had the capacity to topple numerous central economies, induce global revolts and subsequent reforms, and create wide spread democracies along with market economies?  The stability of the world was largely based on a bipolar relationship between the Soviet Union and its subordinate command economies, and the more liberal capitalist countries allied with the United States.  Because the balance of power was the foundation of domestic and foreign policies since the end of World War II, a shift from the status quo that culminated in the events of 1989-1992 brought the global system to its knees.  What seemed to be a rapid shift to an unmatched US hegemony, was actually the unveiling of how intertwined the world was.  Through trade agreements, communication revolutions, the changing relationships between states and markets, and the utter redistribution of power from state to non-state actors, global political economies became the central power of the post-bipolar world.  The is not meant not to undermine the success of Western containment policies, but to shed light on a growing power far more influential than Western military might in the Cold War era.


Globalization did not suddenly appear in history during the 1980s, but grew throughout the 20th century.  Some may argue it was a tool of the West during the Cold War, but one rather contends the entity of a globalized economy used Western capitalism and liberal democracy as a tool.  Generally, capitalist expansion on a global scale is an integral part of contemporary globalization.  While the drastic changes that took place in 1989 were shocking to the world, the longer processes that made those events possible better illustrate the dynamics of an expanding global political economy entity.


Efforts at decolonization, especially during and since WWII, caused an end of mercantilist extortion, but also encouraged the growth of neoimperialism: the idea that a state or non-state actor can exert supremacy over another by either direct bilateral programs or indirect domination of global financial institutions, a more “subtle” version of earlier colonialist application.
  The significance of such dominion is arguably the last arm of American hegemony.  However, at the close of the Cold War, there existed a movement for this new form of economic imperialism.  This paper will explore the extent to which the movement towards neoimperialism allowed the liberal democracies and economies of the West to maintain control of many Cold War situations even as the world shifted into the 1990s post-Cold War era.


As a second theme for this paper, we will scrutinize the amount of attention given solely to the failing Soviet Union; the collapse of the Soviet Union is the usual focus of research on the end of the Cold War, and the collapse therein usually refers strictly to the early 1990s.  However, there is a greater question of what hastened its demise during and even before the 1980s.  In the simplest of ideologies, one asserts that the weakening of the Soviet Union allowed for a mass infusion of global ideas; the people of the Soviet bloc saw the other side of the world and wanted to be more like them.  Again, this is a natural human inclination.  The Soviet Union grew rapidly from its inception through part of the 1960s, and then growth slowed.  This was because the expansion of a globalized economy took over as market rebuilding efforts concluded in the 1950s.  Ultimately, the Soviet economy was still the second largest growing economy through the 1960s behind Japan, yet it could not continue to compete at the levels of rising international markets.
 


Lastly, this paper will consider the ramifications of human rights movements and mass democratization during the waning years of the Cold War in order to show how globalization in this case affected all social classes.  Class struggles are often found within revolutions, and the reform movements at the end of the Cold War revealed the depth of contempt among citizens worldwide towards their governments and international institutions.  Global communications, international financial exploitation, and an outcry from the people of Eastern Europe, China, Latin America and Africa culminated in the mass democratization of many nation states between 1989-1992.
  Liberal democracies were the gateways to the global market system and domestic tranquility.  These events, like decolonization and the fall of the Soviet Union were results of long trends.




“Neocolonial strategies of power are increasingly articulated not through the 

language of the civilizing mission as in the nineteenth century, or through the 

American-sponsored discourses of anticommunism and modernization that 

superseded it, but through a new universalist ethics of human rights, labor 

standards, environmental standards, and intellectual property rights.  In the New 

World Order neocolonial power operates less through military force than through 

economic domination.”


The United States sought decolonization of the French and British during and after WWII.  We now know the foreign policy of the United States was, however, to maintain the country’s economic supremacy in addition to enacting the containment doctrine.
 The United States thus pursued unilateral actions whenever possible to best maintain its sovereignty of the Western bloc.  While Korea is an obvious exception, the brunt of the armed forces engaged were, nonetheless, American soldiers.  Other allies in the post-WWII era relied on American financed institutions--largely the World Bank and the International Monetary Fund in 1945, and later the Marshall Plan in 1947--thereby allowing the United States to impose at will ideas of free markets and liberal democracies onto developing and rebuilding nation states.  In doing so, the United States started the trend of neoimperialism in the mid twentieth century.  However, as other states rebuilt their economies, interdependent financial relationships shifted from American supremacy to a globalized economy.  The culmination of this shift occurred during the Vietnam War when European nations realized the Bretton Woods system was forcing all currencies to pay for the American war.  Essentially, the Bretton Woods system fixed the American dollar to a $35:1oz gold ratio and created a fixed convertibility to other global currencies.  Once Nixon abolished the gold standard, floating currencies allowed inflation worldwide.
  This situation also marked the end of American direct financial supremacy and the introduction of the global political economy structure.  The United States still exploited third world countries in the name of containment and national security, but so did many other of the greater powers.  Wilsonians would characterize modern economic globalization as a liberal internationalism, essentially the same concept as neoimperialism where lesser nations are meant to believe they can waltz into the global economy and prosper with a liberal government and avoid the centuries of development endured by the larger states; this simply was not the case.


During the early years of the Cold War, Stalin’s drive to impose ideological conformity on Soviet intellectuals destroyed much of the research base of foreign economic analysis.  After the Varga controversy, little if any studies into the dynamics of foreign trade with capitalist nations or amongst the Soviet bloc was published.
  Soviet economists believed rearmament efforts after WWII kept the capitalist societies from experiencing a depression as seen after the first World War.  However, Stalin purportedly recognized the beneficial economic effects that rearmament had on the US economy, “Particularly as the primary stimulus to modernization and capital expansion.”  Post-Stalin administrations sought academic economic insight into the world of capitalism, however the damage was done; in the absence of scholarly research, Soviet economists could not determine what foreign policies would force a reduction in Western arms production without sacrificing vital Soviet interests.  In general, the Soviet Union did not grasp the effects of a global economy.  War torn states were still in ruin for much of the 1950s, and the Soviet command economy growth was unparalleled at the time.
  The collapse of the Soviet Union in the early 1990s was a result of the ongoing belief that capitalist strength was temporary as was taught by propagandist efforts in the 1940s and 1950s.  However, was this tenet part of Marxism?


Marxist followers branched into three distinct sects in the early 20th century, and much of the intellectual discourse was overlooked by Cold War scholars who were under propagandist incentives to do as they were told.  The changes in capitalism before the Cold War convinced the right wing of Marxist followers that the collapse of capitalism was not imminent.  Edward Bernstein realized that democratization of even pre-WWI capitalist states diminished the chances that political catastrophes would dissolve the system.  Bernstein saw the progress of labor unions, factory legislation, and the forward momentum of the working class in Western economies.  Thus, he concluded socialism was not inevitable.  Karl Kautsky, as part of the “orthodox Marxists,” believed capitalism would decay after a long period of expounding capitalist contradictions from within the system.  In essence, Kautsky asserted that the proletariat could gain strength from fundamental concessions from capitalists.  Lenin, of course, stressed the irreconcilability of class conflicts.  In his two books, he denied the plausibility of capitalist success as overproduction would render capitalist societies weak.
  Again, however, these early treatises did not merit much attention by 1950 economic scholars because emphasis was on current trends only.  This practice, though mostly indoctrinated and upheld by Stalin, held the Soviet Union back.  Militarization of the Western states was supposed to postpone a global capitalist depression, but myopia by Soviet analysts proved fatal for developing trade policies.


The Soviet Union embraced foreign trade to the extent that it did not challenge state control.  Again Stalin pursued economic self-sufficiency which limited the volume of trade.  As the arms race advanced in the 1950s, however, it became clear that Soviet exports were part of a competitive coexistence with capitalist trade.  Foreign trade policies sought to surpass the West and create friends among developing nations thus cutting off future supply to the West of natural resources taken from the developing states.
  The Soviet Union aimed to overtake the United States in production by 1970, however, after 1959, economic growth slowed.  By 1962, annual investments fell from 10 to 4 percent.  The Soviet GNP totaled only 47% of the United States’.  The Soviet Union’s defense spending still increased during this period by 33%, which is thought to be the main reason for such decline in GNP, however, agriculture failures in the period from 1959-1963 reveal a more suitable explanation.  Severe droughts coupled with the short sighted New Lands initiative caused prices on farm goods to sky rocket.  The only temporary solution was to purchase from the West agricultural goods needed to keep the Soviet workforce stable.  A major problem for the USSR then was credit, as they began to live on borrowed money and still loaned out money to underdeveloped countries.  This irresponsible fiscal policy continued well into the end of the Cold War.


The Soviet Union could not keep up with Western economic expansion.  However, their aim to be self-sufficient may have worked had they avoided interaction with the West in whole.  Such a scenario, though, was not feasible.  Because the Soviet Union joined the global economy, they were also susceptible to its shortcomings, and it could benefit where its own resources allowed.  The 1973-1974 oil escapade was a moment where self-sufficiency bettered the USSR’s foothold in the globalized economy.  By 1973, Bretton Woods no longer dictated convertibility rates, and the Soviet hard currency balance of trade hit a surplus.  The Soviet Union gained significant influence in their sphere of influence because of their cheaper fuels and other raw materials.  It is important to recognize how the protected nature of communist economies sheltered the USSR during the 1973 crisis.  There was no relationship between domestic and foreign trade prices; if they purchased western goods for a higher price, the difference between the domestic and foreign trade price was covered by State subsidies.  So even though the USSR had to enter the global economy, it was still very sheltered.  The 1973 crisis further allowed the Soviet Union to increase its trade with the West mostly in the form of industrial goods as the United States was far ahead technologically speaking by the 1970s.  Globalization created the supremacy of those who participated actively in the freer markets.
  


Energy products allowed Eastern Europe to survive the 1973 crisis-1974 crisis.  Poland and Romania, in particular, fared better than other countries who went through a period of deficit trading.  The 1974 East European deficit totaled $4.5 billion, “Nearly twice the deficit in 1973.”  Even with such staggering figures, most countries experienced industrial growth as most trade was conducted with other Soviet bloc states.  Trade between the Soviet Union and Eastern Europe, however, was not favoring the USSR who had the bulk of natural resources.  Thus, Soviet policy moved to export more oil outside of Eastern Europe.  After all, the Soviet Union was the only industrial country that was self-sufficient in energy.  From this perspective, East Europe became largely dependent on the USSR for crude oil, and the Soviet Union used the new price of oil to reestablish hard currency and credit with Western financiers.  This meant the Soviet Union was able to catch up with Western industries during this period.  In essence, participating all the more in the global energy trade was proving profitable for the Soviets and thus fore longing their eventual demise as they continued overspending.
  


As early as 1975, CIA reports noted the changing global political climate and its relationship with the global economy.  The Soviets found themselves in an unusual circumstance: they were richer everyday because of Western inflation and oil prices.  The CIA seemed certain detente held the USSR at bay for much of the 1970s even with their new found wealth.  Essentially, they were not going to risk losing trade agreements by invading a territory that was not assured to align with them.  Also of interference with changing foreign policies and risking military engagement, was the realization that their wealth was based on a fluctuating price of a commodity.  Militarization hid the growing influence of globalization.


As the Soviet Union spiraled into further chaos in the 1980s, one must emphasize a point that John Gaddis is keen to make in most of his works: 



That command economies work reasonably well during the initial stages of 

industrialization, and that it was not until the Soviet Union and Eastern Europe 

began to move beyond those stages that the deficiencies of Marxism-Leninism 

became apparent; that the coincidence of decolonization with the onset of the 

Cold War gave the Soviet model an appeal in new independent Third World 

countries that it would not otherwise have had, that the energy crisis in the West 

during the 1970s may have magnified the weaknesses of market economies and 

concealed--for a time at least--those of command economies, and that neither the 

Soviet Union nor its satellites possessed effective mechanisms for replacing aging 

leaders and the discredited policies they perpetuated.

Gaddis all but concludes the impact of a globalized economy on the Cold War.  Gorbachev’s reform attempts in the mid 1980s was too little, too late.  He realized the importance of a more liberal democracy and allowed elections for 2/3 of the Soviet Congress of People’s Deputies, but it was not wholly liberalized.  To do so, would have been political suicide.  Nonetheless, the economic reforms implemented failed to address the greater issues of structure flaws in contemporary communism.  Gorbachev aimed to improve human output in agriculture by expanding private land plots, encouraging private activities, and creating “so-called family brigades on collective land.”  This was well intended, but he lacked foresight in other areas of greater economic strength, like manufacturing.  He moved the industry from centralized management, gave modest independence to management, and instituted a system of quality control and competitive encouragement.  The new reforms could work, but rather than incremental adaptation, changes were implemented immediately.  He did not grasp that such practices in Western states went through its own revolutionary period.  Nevertheless, by the time Gorbachev came to power, time had run out for the Soviet Union.  The USSR had outpaced its own natural development and failed to fully buy into the global economy structure growing throughout the Cold War.


Territorial expansion, as part of colonial and mercantilist control, lost its appeal in the mid 20th century.  Rather, the rise of a global economy brought closer each decade by communication revolutions began to seek competitive edge in trade and commerce.  Along this modernization movement towards neoimperialism, however, human rights are often overlooked.  It took the holocaust, one believes, to extend the idea of protective organizations to develop in the last century.  These organizations were meant to monitor and protect basic human rights.  The Civil Rights movement in the United States was an extension of the global outcry for human rights.  It made a mockery of the United States on many fronts as police brutality and other atrocities broadcasted around the world.  However, the US supremacy in the United Nations survived into the 1960s thereby allowing the country to keep things as low key as possible.  Sixteen African countries joined the UN in 1960, adding necessity that issues be addressed on a global scale.  The UN Commission on Human Rights changed its activities quickly.  The focus became racism, colonialism, and poverty.  The era of traditional colonialism was over, nonetheless developing nations felt the burden of neoimperialism everyday.  Another large shift came in 1980 when the commission split into groups who sought to cover decolonization efforts and racism, versus those who actively pursued torture and involuntary disappearances.  Extortion of the citizens of Africa and the Soviet bloc came under heavy attack.  The Soviet Union never really held as much sympathy as its Western colleagues in the UN, and thus issues over human rights violations plagued the failing system of governance.


Human right movements contributed to the end of the Cold War.  In Czechoslovakia, a 1968 invasion pushed dissidents to pursue more cautious approaches to change in protests.  In Poland, however, broad support was easily obtained by the public.  The 1956 June strike failed to obtain all their aims, but they did achieve a liberalization of their state and acknowledgement of national traditions including Catholicism.  The popular 1980 solidarity movement coupled with the elected Polish Pope culminated in the Gdansk agreement that September.  This gave workers the right to strike and returned in 1989 during the year of revolutions as a national movement rather than a simple labor union cause.  In China, the mourning of Zhou Enlai was misinterpreted by Mao Zedong leading to a set of Tiananmen square incidents.  In South Africa, movements against apartheid grasped international attention in the 1980s.
  All over the world, popular outcry called for freedoms, often times in the form of democratization and liberalization of the state and economy.  It was as if the world populace was fed up with the results of a bipolar detente and aware of a global movement that continually “shrank” the world.



The expansion of the global political economy throughout the Cold War culminated in the era 1989-1992 when revolutions became common place.  The sudden outburst of movements was a global phenomenon and surprised political scientists and much of the rest of Academia.  In retrospect, one asserts the themes of a growing globalization movement allowed for many of the events of 1989 onward.  Communication revolutions allowed for people to see what others were protesting worldwide.  The push for consumerism and free markets forced out protective command economies.  The United States came out of the Cold War as the technical victor (or at least sole survivor).  However, that the Soviet Union was dispatched so quickly raises the issue that asks “how did it happen so seemingly quickly?”  This question has led the debate and discussion amongst academia for two decades.  As globalization continually expands and intertwines all corners of the world, though, it becomes more apparent that a global economy developed over the course of the Cold War behind the forefront of the militaristic expansion and detente policies.  


The global economy is international capitalism essentially.  Wilson envisioned such an entity.  As Thomas Friedman points out, the steps to successful democratization includes political and economic reforms geared toward exporting more than you import.  Is this to say capitalism is a better system than socialism or marxism?  By all accounts, it survives, it adapts, and succeeds.  However, socialism did not simply fade away with the 1989 revolutions.  As stated, the system works best with developing nations and will continue to hold appeal for such nation states.  Ultimately, capitalism and globalization won the Cold War.  While many thought the end of history was upon us in the early 1990s, the presence of a global political economy persists.
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