MODULE 2:

TURNING THE WORLD INTO A MARKETPLACE: THE INITIAL PHASE

"The discovery of gold and silver in America, the extirpation, enslavement and entombment in mines of the indigenous population of that continent, the beginnings of the conquest and plunder of India, and the conversion of Africa into a preserve for the commercial hunting of blackskins, are all things which characterize the dawn of capitalist production." (Marx, Capital Vol.1 (Penguin edition), p.915)

Introduction

The voyages of discovery of the late Middle Ages are justifiably seen as a major historical event, perhaps a turning point in world history. Equally celebrated are those individuals who did the ‘discovering’
: Columbus, Henry the Navigator, Pizzaro, Vasco da Gama, Tasman, Magellan, Francis Drake, LaSalle, and many more. But quite what was going on here? What were the purposes and historical significance of the voyages? Was it simply for the glory of respective European crowns? To proselytize and spread the holy word among the heathen? Or were there other motives? And what were the conditions that enabled, allowed the ‘discoveries’ to occur?
The argument here is that the voyages were impelled by causes of an economic nature; specifically a crisis in the economy of late Medieval Europe. What was at issue was expanding the frontiers of trade with a view to pumping money through the arteries of a sclerotic European economy. The explorers led the way but the traders – traders in sugar, tea, coffee, and yes, in people – were not far behind. And if the goods weren’t being produced in the first place, then they would be – typically using servile labor.
 On the other hand, we should not neglect the changes in economy and technology that had taken place in medieval Europe and which made the voyages possible.
Opening up new areas of the globe to trade was a major step in the creation of a world economy. This was not, however, a capitalist revolution. This is because capitalism had yet to reorganize production. But as the quote from Marx above indicates, it was an important precondition. Not least, it allowed the accumulation of those large sums of money necessary to bring immediate producers together with means of production once they had been separated from them and were available for hire. At the same time, the activities of traders laid the groundwork for the markets of the future: markets in the mass produced goods later to come pouring out of the factories of Europe. Hitherto subsistence producers who had simply traded away their excess product would find themselves on a slippery slope. The new goods that they acquired in exchange, at one time luxuries, became with continued use, necessities. As a result they were increasingly enmeshed in an exchange economy and more and more dependent on the rhythms of the world market.

Prologue: The Economic Crisis of the Late Middle Ages

The conditions which led almost simultaneously throughout Western Europe to the voyages of discovery are still not completely clear, but the lineaments of an understanding are becoming increasingly well defined. Europe, recall, was dominantly feudal in its mode of production. Immediate producers enjoyed rights of possession in land, but were obligated to provide payments, in services and in kind, to a feudal lord. Some of this surplus would find its way into trade. It would be purchased by merchants who would then sell in return goods to the feudal lords. These goods might be articles made by craftsmen in nearby market towns or luxury goods imported over long distances. There was, in other words, some trade and therefore a mercantile element in society. The vast majority toiled on the land and productivity remained low, with only modest technical changes 
Up until the mid-14th century, however, population expanded. New lands were brought into cultivation, woodlands cut down, wastes were reclaimed, and there was some modest improvement in agricultural technology. But from the time of the Black Death in the 1340s, population retreated and production declined. At the same time there was a sharp increase in the level of conflict, including wars and peasant insurrections. Feudal lords tried to increase the dues owed by the peasants in order to meet their increasing expenses and to compensate for the decline in dues owing to the decline in population. At the same time they increased the size of their demesnes in order to increase their own production to make up for declining dues from a shrinking peasantry, and this meant increased labor services by their serfs. The peasants resisted. 

At approximately the same time, there were also tendencies towards state formation: the subordination of feudal lords to a centralized monarchy. Technical changes in warfare included the advent of the cannon and the hand held gun. Cannon meant the end of the castle which had provided the essential means of resistance for the feudal lord. The hand held gun led to the decline of cavalry warfare and the rise of the infantry. This required increased training and discipline and this meant increased costs. Along with the anxieties of the feudal nobility confronted by a restive peasantry, this was an important precondition for ceding authority to the crown and the emergence of the absolutist states of the late fifteenth and sixteenth centuries: Louis XI in France, Henry VII in England and Ferdinand of Aragon and Isabella of Castile in Spain. This meant, however, that the need for resources to wage war shifted from the feudal lords to the crown. How to solve the problem? Sponsoring voyages of discovery, chartering and investing in trading companies which would follow in the tracks of the explorers, was seen as the solution to the financial squeeze. As Wallerstein has written:

“Europe needed a larger land base to support the expansion of its economy, one which could compensate for the critical decline in seigniorial revenues and which could cut short the nascent and potentially very violent class war which the crisis of feudalism implied.” (The Modern World System, p.37)

Trade Follows the Explorers

The purpose of the voyages of discovery, therefore, was to open up new sources of trade. Recall here that Columbus sought a westward passage to the fabled Indies and their spices. Only a short time elapsed before trade with the New World, and increasingly with what is now South and Southeast Asia, as European ships rounded the Cape of Good Hope, started to expand. In some cases, trade was simply a matter of exchange with an indigenous population. In others, the tradable product had first to be produced or extracted.

· Spain quickly established an empire in what is now Central America and South America. A major goal was the extraction of gold and silver and their transfer back to Spain.

· More eastern parts of South America became part of the Portuguese Empire (what is now Brazil). The major export crop here was sugar, for which there was a rapidly expanding market in Europe. Sugar was produced on plantations using in considerable part, slave labor. Some of this was Indian in origin but, later the major source became Africa. New linkages were therefore being created in the world. Africa was connected to South America which was, in turn connected to Western Europe. Sugar also became a major crop in the British and French colonies of the Caribbean, again using slave labor, largely African. 

· The slave trade was central to the growth of sugar and slavery lasted until 1833 as far as the Caribbean was concerned and 1865 in the US. It was a linchpin of the so-called ‘triangular trade.’ Trinkets, small manufactured goods, weapons would leave Western Europe for West and Central Africa where they would be traded with African chiefs and potentates for human bodies. The European slave traders would then transport them to the sugar plantations of Northeast Brazil and the Caribbean and later, to the cotton plantations of the US South. They would then return to European ports with cargoes of sugar or cotton.

· In North America the early discoveries were soon followed by a burgeoning trade in fur – another commodity in demand in Europe. Native Americans became the trappers and they would then take the furs to a trading post for transport onwards. As fur resources became exhausted in particular areas, so the frontier expanded westwards. As the frontier pressed westward, so new areas were explored and mapped. A similar fur frontier emerged in Russia and its eastward shift corresponded to the expansion of the Russian Empire.

· In the East Indies, which came under Dutch rule, the major exports were spices along with some sugar.

· In India the major commodities initially were the textile products of craftsmen. These were largely exported to England. With the growth of the textile industry there, however, the British government imposed tariffs on those imports and essentially brought it to an end. Tea (for the British market) and opium (for the Chinese market) became the new exports.

We should note several distinct features of these developments:

1. The first is that trade was confined to few hands, typically through some sort of royal charter excluding anyone else from it. Making money through the exchange of commodities depends on being able to buy cheap and sell expensive. The fewer the buyers in the form of trading companies, the better the bargain that could be obtained from native producers; likewise the fewer the sellers, the higher the price it can be sold for. This was one of the secrets of the immense profits achieved by the British East India Company. As Marx commented:

"The English East India Company, as is well known, received, apart from political control of India, the exclusive monopoly of the tea trade, as well as of the Chinese trade in general, and the transport of goods to and from Europe. But the coasting trade round India and between the islands, as well as the internal trade of India, was the monopoly of the higher officials of the Company. The monopolies of salt, opium, betel and other commodities were inexhaustible mines of wealth. The officials themselves fixed the price and plundered the unfortunate Hindus at will." (Marx, Capital Vol.1 (Penguin edition), p.917).

The willingness of monarchies to provide monopoly rights to traders reflected the fact that they typically had some sort of financial interest of their own in the trading company. It also reflected the dominant economic thinking of the time. This was that there was only so much wealth in the world, that it did not expand, and so making money was a zero-sum game: you could only do it by reducing the abilities of others to do it; i.e., by limiting their access to the trade. The major form of this thinking was what was known as mercantilism. This was associated with the absolutist state and its desire to keep trade in the hands of nationals (as in the British Navigation Acts), to minimize the export of bullion, and to limit any competing production in the colonies: something which eventually contributed to the American Revolution. Significantly, in the same year, 1776, Adam Smith produced his book The Wealth of Nations, deriding the underlying assumption of mercantilism that there was only so much wealth in the world. Smith saw that capitalist production was revolutionary in a technical sense, constantly expanding the productivity of the worker so that the world’s wealth would actually increase rather than remain the same. But in the heyday of the sugar trade, the slave trade, the transfer of gold and silver from New Spain, New Granada and Peru, this was all in the future.

2. The second thing that we should note is that European expansion was, for the most part, into areas where tributary modes of production dominated. These, for example, were dominant in the Aztec and Inca Empires of Central and South America and of the Mughal Empire in India, as well as in parts of West Africa. The mechanisms of exploitation characteristic of these modes, including the payment of tribute to overlords and slavery, were simply taken over by the Europeans and adapted to their purposes. The labor services that had been required of Indians in the Inca Empire were now owed to the Spanish Crown in the form of labor in gold and silver mines. In West Africa slavery had long been a method of paying debts, punishment for criminals or simply a form of war booty. The Europeans, however, offered superior terms for slaves in the form of guns, trinkets and cheap jewelry. 

3. If the traders followed the explorers, the flag followed the traders. The explorers / traders were Portuguese, Spanish, Dutch, French and British. The foundations were then quickly laid for respective empires. It bears emphasis that this is a period in which stronger, more centralized states (the so-called absolutist states) emerge in Europe. They were in significant part the result of an alliance between a centralizing monarchy and merchants. Merchants provided loans for weapons and armies
 (mercenaries) while the absolutist state granted trading monopolies to merchants and gave them protection.

4. The final point to note is how the indigenous population became incorporated into the new webs of exchange that were forming and how that affected their ways of life. Recall that, given the tributary nature of their modes of production, production would largely have been for subsistence. Only the excess would have entered into exchange. With the arrival of the Europeans, however, the purchase of agricultural products to feed the miners and the new administrative centers that sprang up with the creation of the European Empires tended to lock them into a new dynamic. The buyers came back and offered new goods that the indigenes had never seen before. These goods, like guns, new items of clothing, simple utensils, would eventually shift over time from the status of luxuries to that of necessities. Producing for the market therefore became a necessity, and often to the detriment of producing subsistence goods, so that those too had to be obtained through the market. This in turn could open them up to new forms of exploitation through moneylenders, extending credit to them and then purchasing the crop immediately on harvest, when prices were at their lowest, in order for the debt to be paid off. In the extreme, moneylenders might take possession of the land holding or even of some of the people themselves.

Incorporation of the indigenous population into these trading circuits, moreover, tended to increase with the establishment of European rule. The new administrations wanted their new territories to be financially self-supporting so the population had to be taxed. But taxes would be payable only in money which meant having to obtain money in some way, typically through the sale of agricultural goods or, in some cases, as migrant workers.

Significance 

What are we to make of these developments? What was their significance? First they were not capitalist in character. Under capitalism, wage labor dominates. But the new colonial-mercantile regimes relied heavily on servile labor. Likewise, back in Europe, wage labor was still a weak growth simply because immediate producers had yet to be separated from the means of production. But nevertheless, and as the quote at the beginning indicates, the new developments, the beginnings of a world market, were important to the development of capitalism, not least because of the way they led to the creation of the large capital sums in single hands necessary to bringing worker and means of production together in factories, on the land.

They were, moreover, part of a larger expansion of the circuits of trade, not just across the oceans to the New World and the Indies but also within Europe itself. The absolutist state was a unifying state, creating a single national market for products, codifying laws so as to minimize the uncertainties that might deter exchange, and introducing systems of national taxation so that people were forced more and more into an exchange economy and they had to exchange for money.

An important development at this time, linked both to the new colonialism and to the expansion of circuits of trade within Europe, was the rise of domestic industry; industry, that is, carried on within the home, using family labor, and supplementing through a money income, their subsistence from a smallholding or farm. The activity might assume diverse forms: spinning, weaving, making nails. In some cases mining was carried on as an adjunct to subsistence agriculture, though as part of a gang that subcontracted to a mine owner. 

These developments brought increasing numbers of people into contact with the market economy. An essential intermediary was the merchant who brought them the raw materials, often on credit, and then collected the finished goods. This was the so-called ‘putting out system.’ In addition they were important to the new colonial trade and the demand that it stimulated within Europe. Factory production had yet to take off and would not do so until capitalism got on its feet. Meanwhile traders needed goods to provide to Indians on the fur frontiers, to the sugar planters of the Caribbean, and in exchange for Spanish gold and silver.

The logic of this domestic labor, however, was not a capitalist one. The interest of the producing family was not in maximizing net profits but in reproducing an existing consumption level. If prices fell then production increased and vice versa so as to try to maintain money income at a constant level, whereas in a capitalist economy of course, as prices fall producers cut back, and as they increase, they expand production. The implications of this for the advent of industrial capitalism were diverse. On the one hand, merchants could make huge profits when prices were low, since the competition of the domestic producers one with another would force the buying price down well below the price that the merchant could sell on the market; another force pushing towards the aggrandizement of merchant wealth. On the other hand, when market prices were high merchants wanted increased production and this was exactly what they would not be able to get out of the domestic producers. 

All these factors hastened the shift to factory production using wage workers and the end of the putting out system. The putting out merchant accumulated wealth, but at the same time experienced frustration at the unresponsiveness of domestic producers during times of high prices. On the other hand, the debtor-creditor relation of the domestic producer to the putting-out merchant opened up the possibility of taking away the domestic producer’s means of production – spinning and weaving machines, for example – in lieu of the repayment, and reducing the producing family to penury: in which condition, separated as they now were from the means of production, they could be reunited with them through the aegis of the merchant, under factory conditions, who had taken possession of them!

� In scare quotes since these peoples and places certainly existed prior to their ‘discovery.’ To say that they were ‘discovered’ is a Western conceit. It is to assume a subject-object relation in which Western navigators were the subjects, indigenous peoples the objects and the effect was one of bringing these peoples into the civilized world – as if they requested civilization with all the horrors of slavery and genocide that were to come.


� Slaves or those providing forced labor as a form of tax for the state.


� By this time, armies tended to be mercenary in character, with large admixtures of foreigners, since the nobility refused to arm its own peasants. See Perry Anderson, Lineages of the Absolutist State.
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