THE RISE OF EAST ASIA AHD THE WITHERIHG AWAY OF THE IHTERSTATE SYSTEM
Giovanni
Arrighi
Depart1nent
of Sociology
Bingha1nton
University
Binghamton,
Hew York 13902 -6000
arrighi@bingha1nton.edu
Copyright

1996

by Giovanni

USA

Arrighi.

v.l/15/97

I

History
continually
1nesses up the neat
conceptual
fra1neworks
and the 1nore or less
elegant
theoretical
speculations
with which
we endeavor
to understand
the past
and forecast
the future
of the
world we live
in.
In recent
years,
two events
stand
out as
e1ninently
subversive
of the intellectual
landscape:
the sudden
de1nise of the USSR as one of the two 1nain loci
of world power and
the gradual
rise
of East Asia to epicenter
of world -scale
processes
of capital
accu1nulation.
Al though
ea ch event
has received
1nore than its
due of scholarly
attention,
it is their
joint
occurrence
that
has the 1nost significant
conceptual
and theoretical
i1nplications.
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VJorld-syste1ns
studies
are as likely
to be revolutionized
by this
joint
occurrence
as any other
field
of historical
inquiry.
Thus, Andre Gunder Frank has clai1ned
that
the recent
de1nise of the I socialist
syste1n, 1 and the
increasing
weal th of 1nany Asian countries
provide
a new
perspective
on the origins
and develop1nent
of a world
econo1nic
syste1n that
spanned
the globe.
It is an
appropriate
1no1nent to critically
reexa1nine
the work of
Fernand
Braudel
and I1mnanuel VJallerstein,
both of who1n
have advanced
the view that
a world-econo1ny
e1nerged in
VJestern Europe by at least
1450, then spread
outward
fro1n Europe to enco1npass
the rest
of the world.
(1994:
259)
In the new perspective
that
Frank proposes,
the for1nation
of a world-econo1nic
syste1n enco1npassing
Eurasia
and parts
of
Africa
antedates
1450 by several
1nillennia.
VJithin
this
ancient
world econo1nic
syste1n,
Europe in the 1nodern era did not "incorpo
rate"
Asia.
Rather,
after
1500 it used Ainerican
silver
to buy
its way into
an Asi an-do1ninated
trading
syste1n.
Even then,
"Europe's
incursions
into Asia ...
succeeded
only after
about
three
centuries,
when Otto1nan,
l1oghul,
and Qing rule was weakened
for other
reasons.
In the global
econo1ny, these
and other
econo1nies
co1npeted with each
other
until
Europe won" (Frank
1994:
273, 275).
Frank does not spell
out the dyna1nic of this
"victory."
He
nonetheless
insists
on two things.
First,
at the origins
of the

victory
there
is "no dra1natic,
or even gradual,
change
to a
capitalist
econo1ny,
and certainly
none beginning
in Europe
in the
sixteenth
century"
(1994:
275).
And second,
the victory
now
see1ns to have been very short -lived.
"The conte1nporary
econo1nic
expansion
in East Asia,
beginning
with Japan,
then in the East
Asian lJICs and now apparently
also
in coastal
China,
1nay spell
the beginnings
of a return
[to a world
syste1n]
in which parts
of
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Asia again
play a leading
role
in the future
as they did in the
1994:
6-7).
not so distant
past"
(Gills
and Frank
Starting
from altogether
different
premises,
a group of
Japanese
historians,
1nost notably,
Takeshi
Ha1nashita
and Heita
Kawakatsu,
have recently
advanced
a reinterpretation
of "1nodern ization"
in East Asia that
converges
in key respects
with Frank's
critique
of established
views
of the for1nation
and expansion
of
the 1nodern world
syste1n.
Unlike
Frank,
Ha1nashita
and Kawakatsu
focus
on East Asian
rather
than world
history.
But like
Frank,
they deny that
the expanding
European
world -econo1ny
ever "incorporated"
what they call
the Sinocentric
tribute
-trade
syste1n of
East Asia.
In Ha1nashi ta' s conceptualization,
the several
sea zones that
stretch
from Northeast
to Southeast
Asia have constituted
for at
least
a 1nillenniu1n
an integrated
ensemble
of regions,
countries,
and cities
held together
by a tribute
-trade
syste1n centered
on
China.
The regions,
countries,
and cities
located
along
the
peri1neter
of each sea zone "are close
enough to influence
one
another,
but are too far apart
to assi1ni late
or be assi1nilated."
The Sinocentric
tribute
-trade
syste1n provided
the1n with a political
econo1nic
fra1nework
of 1nutual
integration
that
nonetheless
was
loose
enough to endow its
peripheral
co1nponents
with considerable
autono1ny vis-a-vis
the Chinese
center
(Ha1nashita
1995:
5-8).
Within
this
syste1n,
tribute
1nissions
perfor1ned
an "i1nperial
title-awarding"
function
that
was both hierarchical
and co1npeti
tive.
Thus,
Korea,
Japan,
the Ryukyus,
Vietna1n and Laos,
a1nong
others,
all
sent
tribute
1nissions
to China.
But the Ryukyus
and
Korea sent 1nissions
also
to Japan;
and Vietna1n
required
tribute
1nissions
fro1n Laos.
Japan
and Vietna1n,
therefore,
were both
peripheral
1ne1nbers of the Sinocentric
syste1n and co1npeti tors
with
China in the exercise
of the i1nper ial title-awarding
function
(Hamashita
1994: 92).
The syste1n of tribute
1nissions
was intertwined
and grew in
sy1nbiosis
with extensive
trading
networks.
In fact,
the rela
tionship
between
trade
and tribute
was so close
that
"it
is quite
[Page
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to

view

tribute

exchange

as

a co1mnercial

transaction."

Even the Chinese
court ...
acted
as a party
to business
transactions.
The 1node of pay1nent was often
Chinese
currency,
whether
paper
1noney or silver.
Seen fro1n an econ 01nic
perspective,
tribute
was 1nanaged as an exchange
between
seller
and buyer,
with the
'price'
of co1mnodities
fixed.
Indeed,
'price'
standards
were deter1nined,
albeit
loosely,
by 1narket prices
in Peking.
Given the nature
of this
trans-

-

action,
it can be shown that
the foundation
of the whole
co1nplex tribute
-trade
for1nation
was deter1nined
by the price
structure
of China and that
the tribute
-trade
zone for1ned an
integrated
'silver
zone'
in which
silver
was used as the
1nediu1n of trade
settle1nent.
The key to the functioning
of
the tribute
trade
as a syste1n was the huge [foreign]
'de1nand'
for
[Chinese]
co1mnodi ties ...
and the difference
between
prices
inside
and out side
China.
(Ha1nashita
1994:
96 -7)
European
expansion
in Asia did not bring
the Sinocentric
tribute-trade
syste1n to an end.
It si1nply influenced
its
inner
dyna1nics,
1nost notably,
by strengthening
the preexisting
disposi
tion
of peripheral
countries
to seek better
terms
for their
exchanges
with the center
or even to replace
China as the syste1n' s
center.
But the for1nation
of national
identities
a1nong these
countries
long preceded
the European
i1npact and was based
on
their
own understanding
of Sinoce ntris1n
(Ha1nashita
1994:
94;
1995:
6, 8-9,
13).
Thus,
through
its
seclusion
policy
in the Edo
period
(1603-1867)
"Japan
was trying
to beco1ne a 1nini -China
both
ideologically
and 1naterially."
And Japanese
industrialization
after
the t.1eij i Restoration
"was not
so 1nuch a process
of catching
up with the V'Jest, but 1nore a result
of centuries
-long
co1npetition
within
Asia"
(Kawakatsu
1995:
6 -7; also
1986).
To 1ny knowledge,
neither
Ha1nashita
nor Kawakatsu
tell
us
1nuch about
what was left
of the Sinocentric
tr ibute-trade
syste1n
at the end of the Second V'Jorld V'Jar and what happened
to it in the
[Page

4]

Journal

of

V'Jorld-Syste1ns

Research

Their
analyses
are nonetheless
presented
as having
Cold V'Jar era.
i1nportant
i1nplications
for our understanding,
not just
of
East
Asian
history,
but also
of the present
and likely
future
evolu
tion
of political
and econo1nic
relations
within
the region
and
between
the region
and the rest
of the world
(see,
for exa1nple,
Ha1nashita
1995:
4-5).
These i1nplications
are not spelled
out
but,
at least
in so far as Ha1nashita
is concerned,
it see1ns to 1ne
that
they can be su1mned up in two propositions.
First,
the present
political,
economic,
and cultural
config
of the tribute
-trade
syste1n that
uration
of East Asia is a legacy
regulated
relations
a1nong the various
political
jurisdictions
of
the region
for centuries
before
its
incorporation
into
the 1nodern
interstate
syste1n.
This incorporation
is a very recent
pheno1nenon
and cannot
be expected
to have displaced,
let alone
erased,
shared
understandings
of interstate
relations
that
have deep
roots
in the geography
and history
of the region.
These shared
understandings
will
continue
to influence
the way in which
interstate
relations
operate
in East Asia and between
East Asian
and non-East
Asian
states.
Second,
the legacy
of the Sinocentric
tribute
-trade
system
can be expected
to weigh even 1nore heavily
on relations
a1nong
business
enterprises
in the region
than on relations
a1nong
govern1nents.
For tribute
was inseparable
fro1n a regiona
1 trading
syste1n which,
over ti1ne,
beca1ne increasingly
autono1nous
fro1n the
actual
dispatch
of tribute
1nissions.
The 1nain expression
of this
autono1ny was the growth
of large
interstitial
business
co1mnuni ties,
1nost notably
an Overseas
Chinese
business
dia spora,
that
connected
the local
econo1nies
of the region
to one another
in

co1nple1nentari
ty and,
increasingly,
in co1npeti tion
with tribute
missions
(Hamashita
1994:
97 -103;
1995:
12, 15-16).
When the
Sinocentric
tribute
syste1n began to wither
away under
the
combined
i1npact of endogenous
nationalis1n
and exogenous
incorporation
in the Eurocentric
interstate
system,
these
interstitial
business
co1mnuni ties
did not vanish
into
thin
air.
On the
contrary,
they continued
to constitute
an "invisible"
but powerful
[Page
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connector
of the East Asian
regional
econo1ny.
This conceptualization
of East Asian
history
contains
an
i1nplicit
critique
of established
world -syste1ns
theories
that
present
both analogies
and differences
with Frank's
critique.
are analogous
in their
e1nphasis
on the pre The two critiques
1nodern ancestry
of the conte1nporary
world
syste1n and on the
superficiality
of Western
hege1nony in Asia in general,
and in
East Asia in particular.
Since 1noderni ty and Western
hege1nony
have been associated
in Braudel'
s and Wallerstein'
s conceptual
izations
of world
history
with the rise
and expansion
of a
is tanta1nount
Eurocentric
*capitalist*
world
syste1n,
this
e1nphasis
to a rejection
of capitalism
as a useful
notion
for the analysis
of world
historical
social
change.
Frank
rejects
the notion
explicitly,
as we have seen;
but Ha1nashi ta does so i1nplici tly by
01ni tting
any reference
to capi tali sin in his account
of the
Sinocentric
world
syste1n and of its
transfor1nation
under Western
influence.
For all
their
s i1nilarities,
the two critiques
diverge
in one
is to
i1nportant
respect.
The 1nain thrust
of Frank's
critique
underscore
the basic
continuity
*in ti1ne* of a single
global
world
syste1n before
and after
the European
discovery
and conquest
of
the Americas
(Frank
1994: 273; see also
Gills
and Frank
1992 and
Frank and Gills
1993).
The 1nain thrust
of Ha1nashita'
s i1nplicit
is to underscore
the basic
*dis*continuity
critique,
in contrast,
*in space*
of *regional*
world
syste1ns
that
retain
their
geo historical
identity
even after
they are incorporated
in a single
global
world
syste1n.
To put it crudely,
the 1nain thrust
of Frank's
critique
is to erase
1nodern (and capitalist)
history
fro1n the 1nap
while
the 1nain thrust
of
of the conte1nporary
global
econo1ny,
is to put regional
geopolitics
at the center
Ha1nashi ta' s critique
of conte1nporary
world
history.
The purpose
of this
paper
is to show that,
taken
jointly
or
separately,
these
critiques
go both too far and not far enough.
They go too far,
because
their
legi ti1nate
preoccupation
with the
pre-1nodern
ancestry
of the 1nodern world
syste1n translates
into
a
[Page
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negation
of the undeniable
specificity
of the 1nodern era,
as
defined
by the extraordinary
expansionary
thrust
of the Eurocentric
syste1n both absolutely
and relative
to the Sinocentric
syste1n.
Wallerstein'
s theory
of the rise
in Europe
of an inher
ently
expansionary
*capitalist*
syste1n is 1neant to highlight
and
explain
this
pheno1nenon
and, as such,
it cannot
be dis1nisse
d
unless
we produce
an alternative
and 1nore plausible
explanation.
Neither
Frank nor Ha1nashita
do, and that
is the reason
why
their
critiques
of established
world -syste1ns
theories
do not go

far enough.
By dis1nissing
(Frank)
or neglecting
(Ha1nashita)
the
role
of capitalis1n
in shaping
the conte1nporary
world,
they cannot
see the challenge
that
the great
events
of our days pose to our
understanding
of capitalis1n
as world
historical
social
syste1n.
In the next two sections
of this
paper,
I shall
sketch
the
nature
of this
challenge
as can be perceived
fro1n an East Asian
perspec
tive.
I shall
then return
to the issues
raised
here to propose
a
reconceptualization
of historical
capi tali sin that
acco1nodates
Frank's
and Ha1nashi ta' s legi ti1nate
preoccupation
with
the pre1nodern ancestry
of the conte1nporary
world
syste1n.

II

As the title
of this
paper
suggests,
the rise
of East Asia
and the present
crisis
of the system
of nation
-states
are closely
related
pheno1nena.
By and large,
this
close
relationship
has
gone unnoticed.
Each pheno1nenon
has been debated
as if it bore
no significant
relationship
to the other.
Ever since
Charles
Kindleberger
(1969:
ch. 6) declared
the
nation-state
to be "just
about
through
as an econ 01nic unit,"
the
crisis
of the syste1n of nation
-states
has been associated
with,
and traced
to,
the e1nergence
of a syste1n of transnational
corpo
rations
which,
in Kindleberger's
characterization,
owe to no
country
1nore loyalty
than to any other,
nor feel
c 01npletely
at
ho1ne in any country
(see also,
a1nong others,
Hy1ner and Rowthorn
[Page
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19 7 0: 88-91;
Barnet
and Muller
19 7 4: 15 -16;
Reich
1992: 3).
In
recent
years,
other
facets
of the dise1npower1nent
of nation
-states
have been brought
into
the picture.
Thus,
Peter
Drucker
(1993:
141-56)
traces
the dise1npower1nent
to the combined
i1npact of three
forces:
the "transnationalis1n"
of 1nul tilateral
treaties
and
suprastatal
organizations,
including
transnational
corporations;
the "regionalis1n"
of econo1nic
blocs
like
the European
Union and
the North Ainerican
Free Trade Agree1nent
(lJAFTA); and the "tribalis1n"
of increasing
e1nphasis
on diversity
and identity.
Either
way, the sy1npto1ns and the causes
of the ongoing
crisis
of the
syste1n of nation -states
are sought
and found
in all
regions
of
the world without
any special
attention
being
paid to East Asia.
Accounts
of econo1nic
expansion
in East Asia,
for their
part,
1nake al1nost
no reference
to the dise1npower1nent
of nation
-states
as a significant
aspect
of the pheno1neno n (for a partial
excep tion,
see Bernard
and Ravenhill
1995).
Worse still,
the neo liberal
fantasy
of a greater
respect
for,
and reliance
on, self
regulating
1narkets
on the part
of econo1nically
successful
East
Asian
govern1nents,
has channeled
debates
on the wrong track.
In
dis1nantling
authoritatively
and effectively
this
fantasy,
Cha liners
Johnson
(198 7 , 1988),
Alice
Amsden (1989) and Robert
Wade
(1990),
a1nong others,
have conveyed
the i1npression
that
the
crisis
of nation-states,
if at all
real,
does not
concern
East
Asia,
where states
are well and strong.
Leaving
aside
the question
of whether
the states
of East
Asia are well and strong
--so1ne of which are,
while
others
are
not--let
us begin
by noticing
how peculiar
East Asian
states
appear
when co1np a red with the ideal
type of nation
-state.
Three

peculiarities
stand
out above all
others:
the "quasi
-state"
nature
of the econo1nically
1nost successful
states
of the region;
the i1nportance
of infor1nal
business
networks
in connecting
the
econo1nies
of these
quasi-states
to one another
and to the rest
the region;
and the extre1ne
i1nbalance
of the distribution
of
1nilitary,
financial
and de1nographic
resources
a1nong the states
operating
in the region.
[Page
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The expression
"quasi-states"
has been coined
by Robert
Jackson
(1990:
21) to designate
states
that
have been granted
juridical
statehood,
and have thereby
beco1ne 1ne1nbers of the
interstate
syste1n,
but lack the capabilities
needed
to carry
out
the govern1nental
functions
associated
historically
with state
hood.
Jackson
uses the expression
with special
reference
to the
less
successful
a1nong the Third
World states
that
have e1nerged
fro1n the post-Second
World War wave of decolonization.
Neverthe
less,
to varying
degrees
and in different
ways the five
1nost
successful
capitalist
states
of East Asia --Japan
and the so called
Four Tigers --all
qualify
as quasi -states.
For the internal
and external
aspects
of national
sovereignty
are essentially
theories
about
the
legi ti1nacy of authority.
National
polities
organized
into
states
are theorized
as the
pinnacle
of legiti1nate
authority,
"neither
subordinate
to the
world polity
nor defied
by local
polities
or organizations."
The
10 theory,
however,
"is often
violated
by the
facts"
(Boli
1993:
ll).
As we shall
see,
key facts
of the history
of the 1nodern
world
syste1n violate
the theory
of nation
-states
as the pinnacle
of legi ti1nate
authority.
But at no ti1ne since
the sixteenth
century
have the facts
of an e1nerging
center
of world
capitalis1n
violated
the theory
1nore conspicuously
than today
in East Asia.
Alnong the region I s 1nost successful
capitalist
states,
only
is a nation-state
in the full
sense
of the
the largest,
Japan,
ter1n. Regionally
and globally,
however,
even
Japan
is still
a US
1nili tary
protectorate.
t.1utatis
1nutandi,
it fully
deserves
the
designation
of "se1nisovereign
state"
with which Peter
Katzenstein
(1987) has characterized
the Federal
Republic
of Ger1nany.
South
Korea and Taiwan,
the two states
of inte r1nediate
size,
are also
US 1nili tary
protectorates.
In addition,
neither
of the1n is a
nation-state
in the full
sense --South
Korea living
in constant
hope or fear
of being
reunited
with its
northern
half,
and Taiwan
in constant
hope or fear
of beco1ning
the
1naster
or the servant
of
t.1ainland
China.
Finally,
the two s1nallest
but by no 1neans least
i1nportant
states,
the se1nisovereign
Hong Kong and Singapore,
are
[Page
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not nation-states
at all but city-states,
exercising
in the East
Asian
region
functions
not altogether
different
fro1n those
perfor1ned
by Genoa and Venice
in early
-1nodern Europe--the
co1mnercial-industrial
entrepot
functions
exercised
by Singapore
1naking
it rese1nble
Venice,
and the co1mnercial
-financial
entrepot
func tions
exercised
by Hong Kong 1naking it rese1nble
Genoa (Arrighi
l994a:
78).
This peculiar
configuration
of East Asian
capitalist
states
is 1natched by an equally
peculiar
configuration
of the region I s

business
organizations.
Up to very recently,
East Asia
(North east
Asia in particular)
has been a secondary
source
and destina
tion
of foreign
direct
invest1nent
in co1nparison,
not just
with
North Alnerica
and Western
Europe,
but also
with Latin
Alnerica,
Southern
and Central
Africa,
North Africa
and the t.1iddle East.
As a result,
the vertical
integration
of econo1nic
activities
across
political
jurisdictions
typical
of US corporate
capitalis1n
never
beca1ne as i1nportant
in East Asia as it did in 1nost regions
of the non-Co1mnunist
world.
Although
in the 1970s and, above all,
in the 1 980s foreign
direct
invest1nent
within
East Asia and between
East Asia and the
rest
of the world
grew rapidly
(Petri
1993:
39 -42),
the crossborder
organization
of business
enterprise
in the region
relied
heavily
on infor1nal
networks
a1nong juridically
independent
units
rather
than vertical
integration
within
a single
1nul ti -unit
enterprise.
In the 1970s and early
1980s,
the leading
agency
in
the for1nation
of regional
business
networks
of this
kind were
Japanese
trading
and 1nanufacturing
co1npanies,
which tra nsplanted
across
the region
their
do1nestic
1nul tilayered
subcontracting
syste1n
(Arrighi,
Ikeda
and Irwan 1993).
Fro1n the 1nid -1980s
onwards,
however,
the leading
role
of Japanese
co1npanies
in the
for1nation
of regional
business
networks
was supple1nented,
and
in
key areas
surpassed,
by the activities
of the Overseas
Chinese
business
diaspora
(Arrighi
1994b;
Irwan 1995).
These two
agencies,
in the words of a senior
economist
for Deutsche
Bank
Capital
t.1arkets
in Tokyo,
"don't
really
1nix, but co1nple1nent
each
[Page
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other
well.
The Overseas
Chinese
are the oil --the
lubricant
that
1nakes deals
possible
--and
the Japanese
are the vinegar
--the
technology,
capital,
and 1nanage1nent that
really
packs
a punch"
(quoted
in Kraar
1993:
40).
Hui (1995) has docu1nented
the derivation
of the
Po-keung
Chinese
capitalist
diaspora
that
is e1nerging
as a leading
agency
of processes
of capital
accu1nulation
in East Asia fro1n the
business
co1mnuni ties
that
grew in the interstices
of the Sino centric
tribute
-trade
syste1n before
and after
the European
i1npact.
His analysis
lends
support
to Ha1nashi ta I s contention
of
the continuing
relevance
of the Sinocentric
tribute
-trade
syste1n
for an understanding
of the present
and future
dyna1nic of the
East Asian
region.
But it also
invites
a co1nparison
with
si1nilarly
structured
business
agencies
that
played
a critical
role
in
the for1nation
and initial
expansion
of the Eurocentric
capitalist
wor ld-econo1ny.
I am referring
specifically
to the Genoese
capitalist
diaspora
which,
in association
with the territorialist
rulers
of
Portugal
and Spain,
pro1noted
and organized
the transoceanic
expansion
of the European
world -econo1ny
in the late
fifteenth
and
early
sixteenth
centuries
(Arrighi
1994a:
ch. 2).
We shal 1 later
return
to the significance
of this
Genoese -Iberian
association
for an understanding
of the origins
of the Eurocentric
capitalist
world
syste1n.
For now, let us si1nply underscore
two striking
similarities
between
the sixteenth-century
Genoese
and the
latetwentieth-century
Chinese
capitalist
diasporas.
First,
like
the
networks
of co1mnercial
and financial
inter1nediation
controlled
by
the sixteenth-century
Genoese
diaspora,
the business
networks

controlled
by the Chinese
diaspora
occupy
places
(Hong Kong,
Taiwan,
Singapore,
as well as the 1nost i1nportant
co1mnercial
centers
of Southeast
Asian
countries
and 11ainland
China)
but are
not defined
by the places
they occupy.
What defines
the networks
is the space-of-flows
(the co1mnercial
and financial
transac
tions)
that
connect
the places
where individual
1nembers or sub -groups
of
the diaspora
conduct
their
business
(cf. Arrighi
l994a:
82 -4).
[Page
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Second,
like
the business
networks
of the sixteenth
-century
Genoese
diaspora,
the business
networks
of the
Overseas
Chinese
are an interstitial
for1nation
that
thrives
on the li1nits
and
contradictions
of very large
territorial
organizations
--organizations
whose networks
of power are so extensive
as to rese1nble
pre-1nodern
world-e1npires
rather
than nation
-states.
This brings
us to the third
peculiarity
of the political
econo1ny of the East Asian
region:
the extre1ne
i1nbalance
of the
distribution
of power resources
a1nong political
jurisdictions.
This extre1ne
i1nbalance
is the obverse
side
of the two peculiari
t ies
we have just
discussed.
Broadly
speaking,
the "se1nisovereignty"
of the 1nost successful
capitalist
states
of the region
is
the obverse
side
of their
incorporation
within
the networks
of
power of the United
States.
And the growing
i1nportance
of the
Overseas
Chinese
in pro1noting
the econo1nic
expansion
and integration
of the region
is but one aspect
of the reincorporation
of
11ainland
China in regional
and world 1narkets.
The extre1ne
i1nbalance
of 1nili tary
power in the region
is
in the Second World War and
pri1narily
a legacy
of Japan I s defeat
of the US policy
of "contain1nent"
during
the Cold War era.
The
unilateral
1nili tary
occupation
of Japan by the United
States
in
1945 and the division
of the region
five
years
later
into
two
antagonistic
blocs
ere ated,
in Bruce Cu1nings I words,
a US "vertical
regi1ne solidified
through
bilateral
defense
treaties
(with
Japan,
South Korea,
Taiwan and the Philippines)
and conducted
by
a State
Depart1nent
that
towered
over the foreign
1ninistries
of
these
four countries"
( 1994: 23).
All beca1ne se1ni -sovereign
states,
deeply
penetrated
by
Alnerican
1nili tary
structures
(operational
control
of the
South Korean ar1ned forces,
Seventh
Fleet
patrolling
of the
Taiwan strait,
defense
dependencies
for all
four countries,
bases
on all
their
territories)
and incapable
of independent
foreign
policy
or defense
initiatives.
All were in a sense
conte1nporary
"Her1nit
Kingdo1ns" vis -a-vis
each other,
if not
in relation
to the
U.S ....
There were 1ninor de1narches
through
the 1nilitary
curtain
beginning
in the 1nid -1950s,
like
low levels
of trade
betwen
Japan
and China,
or Japan
and North
Korea.
But the do1ninant
tendency
was a unilateral
Alnerican
r egi1ne heavily
biased
toward
1nili tary
for1ns of
co1mnunication.
(Cu1nings 1994: 23 -4)
[Page
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the pre-1nodern
Sinocentric
tribute
-trade
syste1n as well as the
early-1nodern
Genoese-Iberian
regi1ne of rule
and accu1nulation.
The 1nain resemblance
with the Sinocentric
syste1n was the interpe
netration
of tribute
and trade
relations
between
an i1nperial
center
whose do1nestic
econo1ny was of inco1nparably
greater
size
we 1nay well
say
than that
of its
vassal
states.
In this
respect,
in East Asia transfor1ned
the periphery
of
that
the Pax Ainericana
the for1ner Sinocentric
tribute
-trade
syste1n into
the periphery
of
a US-centric
tribute-trade
syste1n.
The US -centric
East Asian
regi1ne,
however,
fostered
a
functional
specialization
between
the i1nperial
and the vassal
states.
This functional
specialization
had no parallel
in the
old Sinocentric
regi 1ne.
Rather,
it re1ninds
us of the sixteenth
century
Genoese -Iberian
quasi-i1nperial
regi1ne.
The 1nain feature
of the latter
regi1ne was a relationship
of political
exchange
between
an (Iberian)
territorialist
organization
--which
specialized
in the provision
of protection
and in the pursuit
of power -and of a (Genoese)
capitalist
organization,
which specialized
in
trade
and in the pursuit
of profit.
A si1nilar
relationship
can
be clearly
recognized
in US-Japanese
relations
throughout
the
Cold War era.
For "se1nisovereignty"
enabled
Japanese
capital
to
externalize
protection
costs
and to specialize
in the pursuit
of
profit
as successfully
as Genoese
capital
had done four centuries
earlier
(Arrighi
1994a:
120, 338).
Freed
fro1n the burden
of defense
sp ending,
Japanese
govern 1nents have funneled
all
their
resources
and energies
into
an
econo1nic
expansionis1n
that
has brought
affluence
to Japan
and taken
its
business
to the farthest
reaches
of the globe.
War has been an is sue only in that
the people
and the
conservative
govern1nent
have resisted
involve1nent
in foreign
wars like
Korea and Vietna1n.
t.1aking what concessions
were
necessary
under
the Security
Treaty
with the Ainericans,
the
govern1nent
has sought
only involve1nent
that
would bring
econo1nic
profit
to Japanese
enterprise.
(Schur1nann
197 4:
143)
[Page
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with pre - and early-modern
modes of
For all
its
similarities
rule
and accu1nulation,
the post -Second
World War US-centric
East
Asian
regi1ne differs
radically
fro1n its
predecessors
in at least
one respect:
the inco1nparably
greater
size
and technological
sophistication
of the US 1nili tary -industrial
apparatus.
The
far-flung
network
of quasi -per1nanent
overseas
bas es put or kept in
place
by the United
States
after
the Second World War "was
without
historical
precedent;
no state
had previously
based
its
own troops
on the sovereign
territory
of other
states
in such
extensive
nu1nbers for so long a peaceti1ne
period"
(Kr asner
1988:
21).
Not even in their
wildest
drea1ns could
the rulers
of
I1nperial
China or I1nperial
Spain
i1nagine
that
such an extensive
and potentially
destructive
deploy1nent
of 1nilitary
1nuscle could
ever 1naterialize.
And yet,
it was precisely
in the in ilitary
sphere
that
the
the US-centric
East Asian
regi1ne began to crack.
For the Vietna1n
War destroyed
what the Korean War had created.
The Korean War

had instituted
the US -centric
East Asian
regi1ne by excluding
l1ainland
China fro1n nor1nal co1mnercial
and diplo1natic
intercourse
with the non-co1mnunist
part
of the region,
through
blockade
and
war threats
backed
by "an archipelago
of Alnerican
1nilitary
installations"
(Cu1nings 1994:
23).
The Vietna1n V'Jar, in contrast,
initiated
a reversal
of the econo1nic
fortune
s of the United
States
and Japan
that,
over ti1ne,
1nade US world power dependent
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on Japanese
finances.
l1ore i1nportantly,
it forced
the United
China to nor1nal co1mnercial
and diplo1na
tic
States
to reacbni t l1ainland
intercourse
with the rest
of East Asia
(cf. Arrighi
1994b).
This outco1ne transfor1ned
without
eli1ninating
the previous
imbalance
of the distribution
of power resources
in the region.
The rise
of Japan
to industrial
and financial
powerhouse
of
global
significance
transfor1ned
the previous
relationship
of
Japanese
political
and economic
vassalage
vis -a-vis
the United
States
into
a relationship
of 1nutual vassalage.
Japan
continued
to depend
on the United
States
for 1nili tary
protection;
but the
United
States
ca1ne to depend
ever 1nore critically
on Japanese
finance
and industry
for the reproduction
of its
protection
producing
apparatus.
That is to say,
power resources
beca1ne 1nore
evenly
distributed
between
the United
States
and Japan but the
structural
differentiation
between
the two states
that
was at the
basis
of their
relationship
of political
exchange,
if anything,
increased
further.
At the sa1ne ti1ne,
the reincorporation
of l1ainland
China in
the regional
and global
1narket econo1nies
brought
back
into
play
a
state
whose de1nographic
size,
abundance
of labor
resources,
and
growth
potential
surpassed
by a good 1nargin that
of all
other
states
operating
in the region,
the United
States
included.
V'Jithin
less
than twenty
years
after
Richard
Nixon I s 1nissi on to
Beijing,
and less
than fifteen
after
the for1nal
re -establish1nent
of diplo1natic
relations
between
the United
States
and the PRC,
this
giant
"container"
of labor
power already
see1ned on the verge
of beco1ning
once again
the powerful
attractor
of 1neans o f pay1nents
it had been in pre-1nodern
and early-1nodern
ti1nes.
To be
sure,
the PRC has been reincorporated
in regional
and global
1narkets
at the lowest
levels
of the value -added
hierarchy
of the
capitalist
world-econo1ny.
And in spite
of the extraordinary
expansion
of its
do1nestic
production
and foreign
trade
over the
last
fifteen
years,
its
GNP per capita
at world 1narket prices
has
re1nained
a1nong the lowest
in the world
(Lu 1995).
Nevertheless,
this
failure
of relative
GNP per capita
at world 1narket price
s to
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rise
has further
increased
the attractiveness
of the PRC's huge
reserves
of labor
for foreign
capital
and entrepreneurship,
as
reflected
in the explosive
growth
of capital
flows
to China since
the late
1980s
(Arrighi
1994b).
If the 1na in attraction
of the PRC for foreign
capital
has
been its
huge and highly
co1npetitive
reserves
of labor,
the
"1natch1naker"
that
has facilitated
the encounter
of foreign
capital
and Chinese
labor
is the Overseas
Chinese
capitalist
diaspora.

Drawn by China's
capable
pool of low-cost
labor
and its
growing
potential
as a 1narket that
contains
one -fifth
of the
world's
population,
foreign
investors
continue
to pour money
into
the PRC.
So1ne 80 '.:, of that
capital
co1nes fro1n the
Overseas
Chinese,
refugees
fro1n poverty,
disorder,
and
co1mnunis1n, who in one of the era's
1nost piquant
ironies
are
now Beijing's
favorite
financiers
and 1nodels for 1noderniza
tion.
Even the Japanese
often
rely
on the Overseas
Chinese
to grease
their
way into
China.
(Kraar
1993:
40)
In fact,
the era's
1nost piquant
irony
is not Beijing's
reliance
on the Overseas
Chinese
to ease t.1ainland
China's
re incorporation
in regional
and world 1narkets.
As Alvin
So and
Stephen
Chiu (1995:
ch. 11) have shown,
the close
political
alliance
that
was established
in the 1980s between
the Chinese
Co1mnunist Party
and Overseas
Chinese
capitalists
1nade perfect
sense
in terms
of their
respective
pursuits.
For the alliance
provided
the Overseas
Chinese
with extraordinary
opportunities
to
profit
fro1n co1mnercial
and financial
inter1nediation,
while
providing
the Chinese
Co1mnunist Party
with a highly
effective
1neans of killing
two birds
with one stone:
to upgrade
the
do1nestic
econo1ny of t.1a inland
China and at the sa1ne ti1ne to
pro1note
national
unification
in accordance
to the "One Nation,
Two Syste1ns"
1nodel.
The 1nost piquant
irony
of the situation
is rather
how pre [Page
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"post -1noderni ty"
looks
in what has beco1ne the 1nost dyna1nic
of the capitalist
world
syste1n.
According
to 1nost ac one of the 1nain features
of post -1nodernity
is the waning
usefulness
and power of nation-states.
The key autono1nous
actor
in pol i tical
and international
affairs
for the past
few centuries
appears
not just
to be
losing
its
control
and integrity,
but to be the *wrong sort*
of unit
to handle
the newer circu1nstances.
For so1ne prob lems,
it is too large
to operate
effectively;
for others,
it
is too s1nall.
In consequence
there
are pressures
for the
"relocation
of authority"
both upward and downward,
creating
structures
that
1night respond
better
to today's
and to 1norrow' s forces
of change.
(Kennedy
1993:
131; e1nphasis
in the original)

If the problem
with nation-states
is that
they are either
"too large"
or "too s1nall"
to operate
effectively,
gifts
of
history
and geography
see1n to have provided
East Asia wi th a
solution
to the proble1n
by endowing
it with a variety
of territorial
and non-territorial
organizations
that
are either
so1nething
less,
or so1nething
1nore, or so1nething
different
than nation
states.
There are city-states,
and quasi-states;
quasi-e1npires,
and "nations"
that
are not states,
like
the Overseas
Chinese;
and above all,
there
is a structural
differentiation
a1nong the
1nost powerful
organizations
in the region
that
has left
the
United
States
in control
of 1nost of the guns,
Japan
and the
Overseas
Chinese
in control
of 1nost of the 1noney, and the PRC in

control
of 1nost of the labor.
In this
"1nessy" but capi talisti
cally
1nost successful
political
econo1nic
for1nation
there
are
plenty
of nation -states.
But either
they are peripheral
co1nponents
of the regional
for1nation
--as
t.1alaysia,
Thailand,
Indonesia,
v-ietna1n,
Laos,
Cambodia and the Phillipines
to different
extents
and in different
ways all are --or
they do not fit
the
i1nage of nation -state
with which we have been trying
to under [Page
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III

The peculiar
political
economic
configuration
of contem two 1nain challenges
to established
world porary
East Asia poses
syste1ns
theories.
First,
is it possible
that
so1ne or all of its
peculiarities
are in fact
1nore ordinary
features
of historical
capi talis1n
than we have been willing
or able to acknowledge?
And
second,
if that's
the case,
what kind of theoretical
construct
would best
enable
us to grasp
the
logic
and i1nplications
of the
rise
of East Asia and the conco1ni tant
de1nise of nation
-states
as
key actors
in world politics?
In this
section
I shall
concentrate
on the first
challenge,
leaving
the second
for brief
consideration
in the concluding
section.
The foregoing
description
of the peculiarities
of the
political
econo1ny of East Asia has already
underscored
how
difficult
it is to disentangle
within
the East Asian "1nelting
pot" 1nodern fro1n pre -1nodern,
and Eastern
fro1n Western
for1ns of
organization.
On the one hand, we have pointed
out how the
strategies
and structures
of the leading
govern1nental
and business
institutions
of late -twentieth-century
East Asia resemble
those
of their
counterparts
in sixteenth
-century
Europe.
On the
other
hand, we have noted
so1ne striking
resemblances
between
the
US-centric
East Asian
regi1ne of the Cold War era and the Sinocentric
tribute-trade
regi1ne of pre -1nodern ti1nes.
To this
we should
now add that
the political
econo1nic
configuration
of the entire
history
of the Eurocentric
capitalist
world syste1n is as "1nessy,"
nay, "1nessier"
than the present
configuration
of East Asian capitalis1n.
In particular,
the
notion
that
nation-states
have been the key agencies
of the
process
of for1nation
and expansion
of the Eu rocentric
capitalist
syste1n obscures
as 1nuch as it clarifies
about that
process.
City-states,
diaspora
capitalist
classes,
quasi -states
and quasi[Page
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e1npires
have all played
as critical
a role
as nation
-states.
In the original
for1nation
of the syste1n,
city -states
led the
way.
As Mattingly
(1988),
Cox (1959),
Lane (1966;
1979),
Braudel
(1984:
ch. 2), and Mclleill
(1984:
ch. 3) have emphasized
in
different
but co1nple1nentary
ways, the late -1nedieval
syste1n of
city-states
centered
on v-enice,
Florence,
Genoa,
and t.1ilan
anticipated
by two centuries
or 1nore 1nany of the key features
of
the European
syste1n of nation
-states
that
was instituted
by the
Peace of Westphalia
of 1648.
In fact,
according
to t.1attingly

(1988:
178),
the Peace of Westphalia
was 1nodeled after
the Peace
of Lodi of 1454 which institutionalized
the balance
of power
a1nong the Italian
city -states.
The two-hundred-year
period
that
separates
1648 fro1n 1454
corresponds
a lino st exactly
to Braudel'
s and Wallerstein'
s "long"
sixteenth
century.
At the beginning
of the period,
capi tali sin as
was still
embedded
pri1narily
in the
1node of rule
and accu1nulation
Italian
syste1n of city-states
and, as such,
it re1nained
an
interstitial
for1nation
of the European
worl d-econo1ny.
At the end
of the period,
it had beco1ne embedded
in a European
-wide
syste1n
of nation-states
and, as such,
it had beco1ne the do1ninant
1node of
rule
and accu1nulation
of the entire
European
world -econo1ny.
The
obverse
side
of this
transfor1nation
of the inner
structure
of the
European
world-econo1ny
was an extraordinary
expansion
of its
outer
boundaries
through
the conquest
of the l'unericas,
1najor
incursions
in the Indian
Ocean world -econo1ny,
and the establish1nent
of direct
contacts
with the Sinocentr
ic tribute
-trade
syste1n
(Arrighi
l994a:
32-47).
Fro1n the vantage
point
of the present
political
econo1nic
configuration
of East Asia,
the 1nost interesting
aspect
of this
transfor1nation
-cu1n-expansion
is that
its
agencies
were either
so1nething
less,
or s 01nething
1nore, or so1nething
different
than
nation-states.
To be sure,
nation
-states
were the 1nain benefi
ciaries
of the process.
But they were not its
pro1noters
and
organizers.
Initially,
its
1nain agency
was the previously
1nentioned
[Page
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Genoese-Iberian
co1nplex brought
and held together
by a 1nutually
beneficial
relationship
of political
exchange
between
the Genoese
capitalist
diaspora
and the territorialist
rulers
of what very
quickly
beca1ne I1nperial
Spain.
As the European
world -econo1ny was
reorganized
and expanded
under
Genoese -Iberian
leadership,
various
for1ns of proto -nationalis1n
e1nerged in its 1nidst in
opposition
to the i1nperial
pretensions
of the terri torialist
rulers
of Spain and to the centralizing
tendencies
of the Genoese
capitalist
diaspora
in European
high finance.
Even then,
however,
the leading
loci
and agencies
of this
countervailing
power
were not the 1nore acco1nplished
nation
-states,
like
France,
England
and Sweden.
Rather,
it was the quasi -state
of Holland--a
se1ni-sovereign
organization
still
struggling
for juridical
statehood
and having
1nore features
in co1mnon with the declining
city-states
than with the rising
nation-states
(Arrighi
l994a:
109-158,
177-195).
After
the Peace of Westphalia,
nation
-states
did beco1ne the
1nain agencies
of change
in the Eurocentric
world
syste1n.
Never theless,
the nation-state
that
was 1nost active
and successful
in
pro1noting
the outward
expansion
of the syste1n,
Britain,
relied
heavily
on for1ns of govern1nental
and business
organization
that
had been pioneered
by city-states,
business
diasporas,
quasi e1npires
and quasi -states.
This pre - and early-1nodern
heritage
beca1ne particularly
evident
in the nineteenth
century,
when
Britain
briefly,
but al1nost
literally,
ruled
the entire
world
through
a combination
of techniques
of power derived
equally
fro1n
v-enice
and Holland
on the one side,
and fro1n Genoa and I1nperial
Spain on the other
(Arrighi
l994a:
57 -8,
167-71,
195-213).

I
Britain
s half -terri
torialist,
half -capitalist
world e1npire
eventually
collapsed
under the weight
of its own contradictions.
Nevertheless,
by the ti1ne of its collapse
the world had been
transfor1ned
out of recognition
and the ground
had been prepared
for the subsequent
universal
expansion
and si1nul taneous
supersession
of the European
syste1n of nation
-states.
The "industrial
ization"
of war, transport,
and co1mnunication
led to an unprece
-
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dented
breakdown
of te1nporal
and spatial
barriers
both within
and
between
the previously
discrete
regions
of the global
econo1ny.
In its turn,
this
"ti1ne -space
co1npression"
--as
David Harvey
(1989: 240-l)
has called
the pheno1nenon--revolutionized
the
conditions
under which states
for1ned and related
to one another.
On the one hand,
state -1naking and national
-econo1ny-1naking
could now be pursued
effectively
on a 1nuch greater
scale
than
before.
As a result,
the typical
nation
-state
of the European
core ca1ne to be perceived
as being
"too s1nall" to be able to
co1npete 1nili tarily
and co1mnercially
with
the continent
-sized
national
econo1nies
that
were for1ning
in the Russian
E1npire on its
eastern
flank
and in the United
States
on its western
flank.
Ger1nany I s obsession
with Lebensrau1n --paralleled
in the Sino with ta iriku--was
but an
centric
syste1n by Japan I s obsession
aspect
of this
perception,
which soon beca1ne a self -fulfilling
prophesy
by exacerbating
the conflicts
that
led to the First
and
then to the Second World Wars.
Even before
the Second World War
was over,
notes
Paul Kennedy
(1987: 357),
"The bipolar
world,
forecast
so often
in the nineteenth
and early
twentieth
centuries,
had at last
arrived;
the international
order,
in DePorte's
1
words,
now 1noved I fro1n one syste1n to another.
Only the United
States
and the USSR counted ...
and of the two, t he A..1nerican
was vastly
superior."
'superpower'
On the other
hand,
the low -volu1ne,
low-density
web of
exchanges
that
had linked
loosely
the world -econo1nies
and worlde1npires
of Afroeurasia
to one another
since
pre -1nodern ti1nes and,
in 1nodern ti1nes,
to the A..1nericas and then Australasia,
now grew
in volu1ne and density
at a speed that
had no historical
precedent.
As a result,
the global
econo1ny ca1ne to be perceived
as so
highly
interdependent
as to 1nake national
econo1nic
independence
anachronistic.
Ironically,
the earliest
prophets
of global
econo1nic
interdependence
were the founding
fathers
of that
brand
of socialis1n
that
eventually
beca1ne the staunchest
advocate
of
national
economic
seclusion.
"All old-established
national
industries"--proclai1ned
11arx and Engels
(1967: 83-4)
at a ti1ne
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when the great
1nid-nineteenth
century
revolution
in world trans
port
and co1mnunication
had hardly
begun --"are
dislodged
by new
industries,
whose introduction
beco1nes a life
and death
question
for all civilized
nations,
that
no longer
work up indigenous
raw
1naterial,
but raw 1naterial
drawn fro1n the re1notest
zones;
indus
tries
whose products
are consu1ned,
not only at ho1ne, but in every
quarter
of the globe ....
In place
of the old local
and national
seclusion
and self-sufficiency,
we have intercourse
in every
direction,
universal
interdependence
of nations."

As Robert
VJade (forthco1ning)
has noted,
1nuch of recent
talk
about
globalization
and the irrelevance
of nation
-states
si1nply
recycles
argu1nents
that
were
fashionable
hundred
years
ago.
There are nonetheless
two i1nportant
differences
between
the
realities,
if not the perceptions,
of the obsolescence
of nation
states
today
and in the late
nineteenth
and early
twentieth
centuries.
First
of all,
a hundred
years
ago the reality,
and to
a large
extent
the perception,
of the crisis
of nation
-states
concerned
the states
of the old European
core relative
to the
continent-sized
states
that
were for1ning
on the outer
peri1neter
of the Eurocentric
syste1n,
the United
States
in particular.
The
irresistible
rise
of US power and wealth,
and of Soviet
power,
though
not wealth,
in the course
of the two VJorld VJars and their
after1nath,
confir1ned
the validity
of the widely
held expectation
that
the nation -states
of the old European
core were bound to
live
in the shadow of their
two flanking
giants,
unless
they
could
the1nsel ves attain
continental
di1nension.
The reality,
and
to a lesser
extent
the perception,
of the present
crisis
of
nation-states,
in contrast,
is that
the giant
states
themselves
are in trouble.
The sudden
collapse
of the USSR has both clarified
and
obscured
this
new di1nension
of the crisis.
It has clarified
the
new di1nension
by showing
how vulnerable
even the largest,
1nost
self-sufficient,
and second-greatest
1nilitary
power had beco1ne to
the forces
of global
econo1nic
integration.
But it has obscured
the true
nature
of the crisis
by provoking
a general
a1nnesia
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about
the fact
that
the crisis
of US world power
preceded
the
breakdown
of the USSR and, with ups and downs,
has outlasted
the
end of the Cold VJar.
The second
difference
between
the crisis
of the nation
-state
today
and a hundred
years
ago is that
the strategies
and struc
tures
of US hege1nony in the
Cold VJar era have deepened
and
widened
the crisis
by transfor1ning
s1nall and 1nediu1n -sized
states
into
quasi-states,
and by creating
the conditions
for a new ti1ne space
co1npression
that
has under1nined
the power of even the
larger
states.
To be sure,
under
US hege1nony the nation
-state
for1n of political
organization
beca1ne universal.
But as the for1n
of national
sovereignty
expanded,
its
substance
contracted
like
never before
(Arrighi
1994a:
66-9).
In part,
this
was the direct
outco1ne of the institutio
nalization
of the idea of world
govern1nent
and of the actual
exercise
of world-govern1nental
functions
by the United
States.
The
institutionalization
of the idea of world
govern1nent
1naterialized
through
the creation
of the United
Nations
and Bret ton VJood s
organizations,
which i1nposed restrictions
of various
kinds
on the
sovereignty
of 1nost of their
1ne1nber nation
-states.
But the
greatest
restrictions
were i1nposed by the series
of US -centric
regional
1nilitary
alliances
and by the US -centric
world 1nonetary
syste1n through
which the United
States
at the height
of its
power
actually
governed
the world.
In part,
however,
the evaporation
of the substance
of
national
sovereignty
was the indirect
result
of the new for1ns of
regional
and world
econo1nic
integration
that
grew under
the
carapace
of US 1nili tary
and financial
power.
Unlike
the nineteenth

-

century
world econo1nic integration
instituted
by and
centered
on Britain,
the syste1n of regional
and world econo1nic
integration
instituted
by and centered
on the Uni ted States
in
the Cold War era did not rest
on the unilateral
free trade
of the
hege1nonic power and on the extraction
of tribute
fro1n an overseas
territorial
e1npire.
Rather,
it rested
on a process
of bilateral
and 1nul ti lateral
trade
liberalization
closely
1noni to red and
[Page
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adninistered
by the United
States,
acting
in concert
with its
1nost i1nportant
political
allies,
and on a global
transplant
of
the vertically
integrated
organizational
structures
of US corporations
(Arrighi
1994a:
69-72).
Adninistered
trade
liberalization
and the global
transplant
of US corporations
were 1neant to serve a double purpose:
to
1naintain
and expand US world power,
and to reorganize
interstate
relations
so as to "contain,"
not just
the forces
of Co1mnunist
revolution,
but also the forces
of nationalis1n
that
had torn
apart
and eventually
destroyed
the nineteenth
-century
British
syste1n of world econo1nic integration.
In the attain1nent
of these
two objectives,
the overseas
transplant
of US corporations
had
priority
over trade
liberalization.
Thus, as Robert
Gilpin
(1975:
108) has underscored
with reference
to US policy
in
Europe,
the funda1nental
1notivation
of US support
for Western
European
econo1nic unification
was the consolidation
of US and
Western
power vis-a-vis
the USSR.
In this
pursuit,
the US
govern1nent
was willing
to tolerate
so1ne discri1nination
against
But
the i1nport of US goods in the newly created
Co1mnon t.1arket.
it was not willing
to tolerate
discrimination
against
the transplant
of US corporations
within
the walls
of that 1narket.
view, the relationship
of these
corporations
to
In Gilpin's
US world power was not unlike
that
of joint
-stock
chartered
co1npanies
to British
power in the seventeenth
and eighteenth
1nul tinational
corporat
ion,
like
its
centuries:
"The Ainerican
1nercantile
ancestor,
has perfor1ned
an i1nportant
role in the
1naintenance
and expansion
of the power of the United
States"
(1975:
141-2).
This has been undoubtedly
true
but only up to a
point.
The global
transplant
of US corporations
did 1nain tain
and
expand the world power of the United
States
by establishing
clai1ns on the inco1nes,
and controls
over the resources,
of
foreign
countries.
The i1nportance
of these
clai1ns and controls
should
not be underesti1nated.
In the last
resort,
they consti
tuted
the single
1nost i1nportant
difference
between
the world
power of the United
States
and that
of the USSR and, by i1nplica
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tion,
the single
1nost i1nportant
reason
why the decline
of US
world power,
unlike
that
of the USSR, has proceeded
gradually
rather
than catastrophically
(for an early
state1nent
of this
1982:
95 -7).
difference,
see Arrighi
Nevertheless,
the relationship
between
the transnational
expansion
of US corporations
and the 1naintenance
and e xpansion
of
the power of the US state
has been just
as 1nuch one of contradic
tion as of co1nple1nentari ty.
For one thing,
the clai1ns on foreign
inco1nes established
by the subsidiaries
of US corporations
did

not translate
into
a proportionate
increase
in th e inco1nes of US
residents
and in the revenues
of the US govern1nent.
On the
contrary,
precisely
when the fiscal
crisis
of the US "warfare
welfare
state"
beca1ne acute
under
the i1npact of the Vietna1n V'Jar,
a growing
proportion
of the inco1nes and liquidity
of
US corporations,
instead
of being
repatriated,
flew to offshore
1noney
1narkets.
In the words of Eugene Birnbau1n of Chase t.1anhattan
Bank, the result
was "the a1nassing
of an i1mnense volu1ne of liquid
funds
and 1narkets --the
world
of Eurodollar
finance
--outside
the
regulatory
authority
of *any* country
or agency"
(quoted
in Frieden
1987: 85; e1nphasis
in the original).
Interestingly
enough,
the organization
of this
world
of
Eurodollar
finance
--like
the organizations
of the sixteenth
century
Genoese
business
diaspora
and of the Chinese
business
diaspora
fro1n pre -1nodern to our own ti1nes --occupies
places
but it
is not defined
by the places
it occupies.
The so -called
Eurodollar
or Eurocurrency
1narket--as
Roy Harrod
(1969:
319) characterized
it well before
the arrival
of the infor1nation
super -highway-"has no headquarters
or buildings
of its
own ....
Physically
it
consists
1nerely of a network
of telephones
and telex
1nachines
around
the world,
telephones
which 1nay be used for purposes
other
than Eurodollar
deals."
This space-of-flows
falls
under
no state
jurisdiction.
And although
the US state
1nay still
have so1ne
privileged
access
to its
services
and resources,
the 1nain tendency
of the last
twenty-five
years
has been for all
nation-states,
including
the US, to beco1ne the servant
rather
than the 1naster
of
[Page
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extraterritorial
high finance.
Equally
i1nportant,
the transnational
expansion
of US corpo
rations
has called
forth
co1npeti ti ve responses
in old and new
centers
of capital
accu1nulation
that
have weakened,
and eventually
reversed,
US clai1ns
on foreign
inco1nes and resources.
As
Alfred
Chandler
(1990:
615-16)
has pointed
out,
by the time
Servan-Schreiber
called
upon his fellow
Europeans
to stand
up to
the "l'unerican
Challenge"
--a challenge
that
in his view was
neither
financial
nor technological
but "the extension
to Europe
is still
a 1nystery
to us" --a growing
of an organization
that
nu1nber of European
enterprises
had found effective
ways and 1neans
of 1neeting
the challenge
and of the1nselves
bee 01ning challengers
of the long-established
US corporations
even in the US 1narket.
In the 1970s,
the accu1nulated
value
of non -US (1nostly V'Jestern
European)
foreign
direct
invest1nent
grew one -and-half
ti1nes
faster
than that
of US foreign
direct
invest1nent.
By 1980,
it
was esti1nated
that
there
were over 10, 000 transnational
corpora
tions
of all
national
origins,
and by the early
1990s three
ti1nes
as many (Arrighi
l994a:
73, 304).
This explosive
growth
in the nu1nber of transnational
corpo
rations
was ace 01npanied by a drastic
decrease
in the i1nportance
of the United
States
as a source,
and an increase
in its
i1npor tance
as a recipient,
of foreign
direct
invest1nent.
The transna
tional
forms of business
organization
pioneered
by US capital,
in
other
words,
had rapidly
ceased
to be a 11 1nystery"
for a large
and
growing
nu1nber of foreign
co1npetitors.
By the 1970s,
V'Jestern
European
capital
had discovered
all
its
secrets
and had begun
outco1npeting
US corporations
at ho1ne and abroad.
By the 1980s,

-

it was the turn
of East Asian
capital
to outco1npete
both US and
VJestern
European
capital
through
the for1nation
of a new kind of
transnational
business
organization
--an
organization
that
was
deeply
rooted
in the region's
gifts
of history
and geography,
and
that
con1bined
the advantages
of vertical
integration
with the
flexibility
of infor1nal
business
networks.
But no 1natter
which
particular
fraction
of capital
won, the outco1ne of each round of
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the co1npetitive
struggle
was a further
increase
in the
and density
of the web of exchanges
that
linked
people
territory
across
political
jurisdictions
both regionally
globally.

volu1ne
and
and

VJe are thus back to the rise
of East Asia and
its
"1nessy"
political
economic
configuration,
which now appears
to be a
special
case of the even "1nessier"
political
econo1nic
configuration
of the capitalist
world
system
throughout
its
history.
In
both configurations,
the leading
agencies
of the for1nati
on and
expansion
of the capitalist
world
syste1n appear
to have been
organizations
that
are either
so1nething
less
(city
-states
and
quasi-states)
or so1nething
1nore (quasi -e1npires)
or so1nething
different
(business
diasporas
and other
transterritorial
capitalist
organizations)
than nation-states.
At a decisive
1no1nent of
its
evolution,
the Eurocentric
capitalist
world
syste1n did beco1ne
e1nbodied
in a syste1n of nation
-states.
But its
further
expansion
continued
to depend
on the for1nation
in its
1nidst of organiz
ations
that
rese1nbled
their
pre - and early-1nodern
predecessors.
VJhat I s 1nore, as the Eurocentric
capitalist
syste1n ca1ne to enco1n pass the entire
globe,
nation
-states
gradually
lost
their
centrality
as the 1nain loci
of world power.
VJorld power ca1ne
instead
to be concentrated
in structurally
differentiated
govern
1nental
and non -govern1nental
organizations
that
reproduce
on a
1nuch larger
scale
and in inco1nparably
1nore co1nplex for1ns 1nany of
the traits
of preand early-1nodern
1nodes of rule
and accu1nulation
This "1nessy" historical
for1nation
does not quite
fit
the
concept
of "capitalist
world-econo1ny"
that
has beco1ne do1ninant
in
world-syste1n
studies.
In order
to capture
the rise
and present
de1nise of the syste1n of nation
-states,
that
concept
needs
to be
revised
in a way that
co1nple1nents
Christopher
Chase -Dunn I s and
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revision
of the concept
of "world -e1npire."
According
Tho1nas Hall's
I
to Chase-Dunn
and Hall,
VJallerstein
s clai1n that
what 1nakes
is that
it is the only
worldthe 1nodern world
syste1n unique
econo1ny (co1npeting
polities
within
a single
econo1nic
syste1n)
that
did not transfor1n
into
a world-e1npire
(a single
polity
enco1npassing
an entire
econo1nic
syste1n)
does not quite
stand
up to e1npirical
scrutiny.
"The 1nodern world-syste1n
*apparently*
is the longest
lived
world-econo1ny,
but there
have been others
that
have lasted
for several
centuries
....
Ainong other
things,
this
suggests
that
the celebrated
interstate
syste1n of the capitalist
world -econo1ny

is not as novel
as is so1neti1nes
clai1ned."
They accordingly
propose
to replace
the concept
of "world -e1npire"
with the concept
of "core-wide
e1npire"
to allow
for the fact
that
pre -1nodern
state-based
world
syste1ns
oscillated
back and forth
between
core wide e1npires
and interstate
syste1ns
(Chase -Dunn and Hall
l993b;
Chase-Dunn
forthco1ning;
see also
Chase -Dunn and Hall
l993a and
forthco1ning)
.
The reconceptualization
proposed
here,
in contrast,
concerns
the very idea of "capitalist
world -econo1ny."
Just
as Chase -Dunn
and Hall have found 1nore 11 1node rn" features
in pre -1nodern world
I
s dichoto1ny
"world -e1npire"
versus
syste1ns
than V'Jallerstein
"world-econo1ny"
allows
for,
so we have found 1nore "pre -1nodern"
features
in the 1nodern world
syste1n than allowed
for by that
sa1ne
dichoto1ny.
The reason
why the celebrated
interstate
syste1n of
the capitalist
world-econo1ny
is not as novel
as V'Jallerstein
clai1ned,
is not just
that
several
of its
features
were already
present
in pre -1nodern world
syste1ns.
It is also
that
several
features
of pre -1nodern core-wide
e1npires
have played
a critical
role
in the for1nation,
expansion
and present
supersession
of the
1nodern interstate
syste1n.
As the study
of early -1nodern V'Jestern Europe
and of late 1nodern East Asia both suggest,
we need a concept
of "capitalist
world-econo1ny"
that
defines
capitalis1n
as an interstitial
for1nation
of both pre -1nodern and 1nodern ti1nes.
Capi tali sin as 1node of
rule
and accu1nulation
did beco1ne do1ninant,
first
in Europe
and
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then globally.
But it never
co1np letely
in today
character,
which is as evident
world
capitalis1n
(East Asia)
as in its
center
(V'Jestern Europe).
In between,
1nodern interstate
syste1n.
But as long
with the typical
"containers"
of power
as ill-equipped
to predict
the future
understand
its
origins
and evolution.

lost
its
interstitial
s e1nerging
center
of
original
sixteenth
-century
there
lies
the era of the
as we re1nain infatuated
of this
era,
we shall
be
of our world
as we are to
I
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