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Planning the New American Empire

In May 1942 the editors of Fortune, Time, and Life magazines jointly 
published a statement entitled “An American Proposal,” the product of a 
series of “Roundtable” discussions between prominent businessmen held 
under Fortune’s auspices since late 1939.1 It began with the premise that 
“America will emerge as the strongest single power in the postwar world, 
and . . . it is therefore up to it to decide what kind of postwar world it 
wants.” The momentous implications of this proposition had been recog-
nized at the very fi rst Roundtable. Its primary interest, it had declared, was 
in “the longer-range question of whether the American capitalist system 
should continue to function if most of Europe and Asia should abolish free 
enterprise”; the priority of “the next peace” was “to organize the economic 
resources of the world so as to make possible a return to the system of free 
enterprise in every country.” 

The “Proposal” recognized that the old Open Door strategy would be 
inadequate to spread the “area of freedom” throughout the postwar world. 
While the “ultimate goal” remained “universal free trade,” it was “no 
longer an immediate political possibility,” primarily because of “the upris-
ing of [the] international proletariat” which was “the most signifi cant fact of 
the last twenty years.” For this reason, realizing the ultimate goal of univer-
sal free trade fi rst of all required remaking the world’s states so that not only 
tariffs, but also “subsidies, monopolies, restrictive labor rules, plantation 
feudalism, poll taxes, technological backwardness, obsolete tax laws, and all 
other barriers to further expansion [could] be removed.” It was necessary, 
the authors of the “Proposal” declared, to replace “a dead or dying imperi-
alism” with an American empire of a new kind: 

a new American “imperialism,” if it is to be called that, will—or rather 
can—be quite different from the British type. It can also be different from 
the premature American type that followed our expansion in the Spanish 
war. American imperialism can afford to complete the work the British 
started; instead of salesmen and planters, its representatives can be brains 
and bulldozers, technicians and machine tools. American imperialism does 
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68 the project for a global capitalism 

not need extra-territoriality; it can get along better in Asia if the tuans and 
sahibs stay home . . . Nor is the US afraid to help build up industrial rivals 
to its own power . . . because we know industrialization stimulates rather 
than limits international trade . . . This American imperialism sounds very 
abstemious and high-minded. It is nevertheless a feasible policy for 
America, because friendship, not food, is what we need most from the rest 
of the world.1

Yet the “Proposal” was by no means a case of capitalists imposing an 
agenda on the state. “Responsibility for leadership” and the US’s “great 
economic strength” that had thrust such responsibility upon it—these were 
terms being widely employed inside the Roosevelt administration since 
1939 to refer to what would be the American state’s unique role after the 
war in enabling the internationalizing dynamic of capitalism to operate 
once again.2 The main contribution of the “Proposal,” as its Preface recog-
nized, was to help in establishing “some agreement among ourselves on 
what we are prepared to do and to undertake.’’3 It was primarily an exercise 
in building public, and especially business, support for the strategy already 
being developed inside the state.4 That its role was going to be very differ-
ent from that played by any of the imperial powers in the past was also 
coming to be recognized outside the US. “Let there be no mistake about 
it,” the Economist wrote in July 1942, “the foreign policy put forward by the 
American administration is revolutionary. It is a genuinely new conception 
of world order.”5 

Those who were involved in planning the new imperial project were 
certainly aware of how diffi cult it would be to realize it—all the more so 
because the exact impact of the Depression and the war on the structures of 
US capitalism and the state, let alone the balance of international forces, was 
by no means yet clear. It was a project necessarily cast in terms of fi nding 
solutions to problems the American state had already been forced to 
confront, and had previously lacked the capacity to resolve. Dean Acheson, 
seen by many as the leading architect of postwar American strategy, began 
his famous autobiography, Present at the Creation, with the observation that 
the period “was one of great obscurity to those who lived through it. Not 
only was the future clouded, a common enough situation, but the present 
was equally clouded . . . The signifi cance of events was shrouded in ambi-
guity. We groped after interpretations of them, sometimes reversed lines of 
action based on earlier views, and hesitated long before grasping what now 
seems obvious.”6 Yet a growing conviction was certainly developing within 
the American state that, as one of Acheson’s biographers puts it, “only the 
US had the power to grab hold of history and make it conform.”7 Intimations 
of Fukuyama’s infamous “end of history” thesis fi fty years later, proclaiming 
the triumph of a global capitalism in the image of the US, are already 
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unmistakable here—but as the basis for a project yet to be launched, as 
opposed to one already accomplished.

Internationalizing the New Deal

The internationalizing tendencies of capitalism which had formerly devel-
oped within the framework of the old imperial spheres of infl uence had 
been halted by the protectionism of the 1930s. This simultaneously negated 
the Open Door strategy that had offi cially defi ned American policy since 
the turn of the century. Even more ominously, the “living space” demanded 
by the Nazi regime was increasingly seen by those who guided the United 
States into World War II as meaning “dying space for American private 
enterprise and for capitalism as an integrated world system.”8 

This kind of thinking had been very clearly articulated by Dean 
Acheson in a speech at Yale University in November 1939.9 The nine-
teenth-century world economy, during which American capitalism had 
fl ourished under the aegis of British-secured free trade and British naval 
power, had, he said, long been in an “obvious process of decline,” and it 
was now clear that it “probably cannot be reestablished in anything 
approaching its old form, if at all.” By the 1930s the profound impairment 
of the old system had fi nally produced a global situation wherein, with 
“credits unavailable, markets gone, and with them the means of obtaining 
the price of needed new materials, with populations pressing upon 
restricted resources, the stage had been set for the appearance of the totali-
tarian military state.” In this new context, any “realistic American policy” 
would have to be not only “prophylactic” but “therapeutic.” So, in addi-
tion to calling for massive support for the Allies in the war against fascism, 
Acheson proffered a long-term US imperial cure that involved “making 
capital available in those parts of Europe which need productive equip-
ment” after the war, on condition that “exclusive or preferential trade 
arrangements” were removed—all to the end of “a broader market for 
goods made under decent standards” sustained by “a stable international 
monetary system.” But this would depend, among other things, on the 
US being “willing to accept the minor limitations which come from 
assuming some responsibility for making possible a world of order.” 

The emphasis Acheson gave to trade arrangements refl ected the contin-
ued commitment of many in the State Department to the Open Door 
strategy. The passage of the 1934 Reciprocal Trade Agreements Act had 
shown that the New Deal’s domestic priorities did not entail a turn to isola-
tionism.10 The most tenacious advocate of this position was Secretary of 
State Cordell Hull, who “consistently maintained . . . that the alternative to 
radicalism was freer trade to restore employment and production.” If 
Roosevelt’s inclination was that “it is time for the country to become fairly 
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radical for at least one generation,” Hull’s almost fanatical devotion to free 
trade was based on the belief that “the question of the survival or disappear-
ance of free enterprise” at home depended on a liberal order of international 
trade.11 But more important than the fact that the 1934 Act had turned US 
trade policy back in the direction of the Open Door was that, for the fi rst 
time, Congress now delegated its constitutionally embedded tariff-making 
authority to the president (subject to Congressional renewal every three 
years). This had involved institutionalizing in trade policy the executive’s 
greater relative autonomy from particular capitalist interests, with the effect 
of insulating the state “from unwanted protectionist pressures after the 
disastrous consequences of the 1930 Smoot-Hawley Tariff Act.”12 

As we have seen, while tariffs had once primarily served to limit imports 
and generate federal revenues, since the 1890s they had been “international-
ized,” in the sense of also coming to be used as a bargaining chip to open 
new markets—but this had been much constrained by log-rolling amend-
ments so long as Congress had to approve each trade agreement. The Act 
granted the executive branch authority to raise or lower tariffs by as much 
as 50 percent from the 1930 levels; but, motivated by the goal of using tariffs 
more as a lever to expand US exports than as a means of preventing imports, 
this authority was used to launch a Reciprocal Trade Agreements Program, 
the “primary object” of which, in the eyes of the interdepartmental 
Committee on Trade Agreements, chaired by the State Department, “was 
to reduce tariff barriers rather than drive a sharp bargain.”13 

In fact, the reciprocal trade agreements signed in the 1930s with Britain, 
France, the Netherlands and Canada (as well as with three Latin American 
states) had done little to replenish foreign trade during the Depression. But 
their negotiation refl ected the very different economic relationship that 
existed, on the one hand, between the US and these capitalist countries, 
which “made little effort to interfere with international movements of capi-
tal,” and on the other with fascist Germany, Italy and Japan, which exercised 
strong capital controls.14 The former’s linkages to the American economy in 
the 1930s prefi gured their eventual subsumption in the informal American 
empire after World War II. This was most clearly seen in the enormous 
fl ow of gold into the US and the purchase by foreigners of US stocks and 
Treasury bills right through the New Deal. And this indicated the extent to 
which capitalists abroad regarded the US as “the safest country in the world 
and the dollar the soundest currency.”15

The enhanced role of the US Treasury during the Depression was very 
important in this respect.16 The need to fi nance New Deal projects meant 
that the federal debt grew considerably; with relatively few other profi table 
options, fi nancial capital at home and abroad gravitated to the “quality” 
debt that Treasury bills represented. The US Treasury bill market, to which 
the value of the dollar was now effectively tied, thus became essential to the 
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revival of Wall Street. Concerns that the infl ow of capital from abroad 
would increase the value of the dollar and have infl ationary consequences 
were allayed by the Treasury’s commitment to balanced budgets and to 
sterilizing the impact of the capital infl ows. The alternative of using 
exchange controls to stop the infl ow, as some economists in the Treasury 
suggested, was opposed by more senior Treasury offi cials, as well as by New 
York bankers who were determined to replace London as the world’s lead-
ing fi nancial center.17 This too refl ected the “mutual embeddedness” of the 
Treasury and Wall Street, despite Secretary Morgenthau’s occasional use of 
disparaging rhetoric about “money changers.”18 

It was also signifi cant that the most important planning for the postwar 
world took place in the Treasury, and led straight to Bretton Woods. In 
contrast with the State Department—whose “moralistic, pacifi st and laissez-
faire” orientation to free trade during the 1930s refl ected a bureaucracy that, 
as Acheson himself said, “had no ideas, plans or methods for collecting the 
information or dealing with the problems”19—the Treasury had brought 
some of the country’s brightest young economists on board. They included 
not only those who had engineered the turn to Keynesianism in 1938, but 
also people who provided an alternative international economic policy to 
the State Department’s.20 The growing importance of the Treasury in the 
state apparatus was registered in its taking over of responsibility for interna-
tional fi nancial negotiations not only from private fi nanciers like the House 
of Morgan, but also from the State Department and the Federal Reserve, 
whose subordinate status vis-à-vis the Treasury was clearly reaffi rmed 
during the Depression. 

Before the US entered the war, the State Department under Cordell 
Hull often seemed more preoccupied by the fear, as one senior offi cial put 
it, that “a war lasting two or three years, or which may run on for even a 
longer time will place the people of Europe in such a terrible position as to 
produce revolutionary movements looking towards communistic poli-
cies.”21 This perspective explains the initial attempts of the US to put itself 
forward as an arbiter of a peace agreement whereby the Nazi regime, 
together with the other European states, would agree to limit armaments 
and lower trade barriers—only be to greeted by Hitler’s blunt rebuff to the 
American emissaries in 1940 to the effect that “unrestricted trade could not 
cure every problem in the world.”22 After the Nazi blitzkrieg across Western 
Europe in the spring of 1940 had put paid to such peace efforts, Roosevelt 
himself still sought to mobilize business behind US support for the Allies on 
free-trade grounds: it was “naïve to imagine that we could adopt a totalitar-
ian control of our foreign trade and at the same time escape internal 
regimentation of our internal economy.”23 The priority the State Department 
gave to the removal of tariff barriers—even called “lunatic” by Keynes24—
was more understandable from the perspective of winning Congressional 
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and business support for Lend-Lease and preventing isolationist opinion 
from looking too closely into what would be entailed in the vaguely defi ned 
“new international responsibilities” the American state was embracing for 
the postwar world. But once the issue of entering the war was settled, and 
with business less fearful of a postwar depression and more confi dent that 
emerging state capacities would be an asset for capital rather than a threat, 
the State Department began to take seriously a much broader agenda for 
remaking the postwar world. 

This in fact sustained what the prevailing view had been in the US 
Treasury all along. The recognition that full employment and economic 
growth after the war would depend more on accumulation at home than 
exports abroad did not negate the Treasury’s strong support for liberalizing 
trade relations; but it took the view that trade could only be liberalized on 
the basis of an international monetary arrangement that would also allow for 
economic growth and domestic accumulation in other countries. Those 
planning Bretton Woods could draw on their experience in fashioning the 
1936 Tripartite Monetary Agreement between the US, France, and Britain 
(subsequently joined by Belgium, the Netherlands, and Switzerland) 
whereby the US Treasury used the Exchange Stabilization Fund—which it 
had been given in the legislation that codifi ed in 1934 the US’s going off the 
gold standard—to manage the franc’s devaluation in a way that avoided 
competitive depreciations of other currencies. In the process it initiated 
close contacts between the various fi nance ministries, coordinating inter-
vention in currency markets on a daily basis.25 

The seeds for establishing a multinational institution through which the 
Treasury could coordinate such activity were sown in the plans developed 
in 1938–39 for an Inter-American Bank to promote currency stabilization 
and economic development. Moreover, as early as April 1940, Alvin Hansen 
(who had led the shift to Keynesianism in the Treasury) had proposed to the 
Council on Foreign Relations’ economic planning group the establishment 
of an international monetary fund to anchor the free convertibility of 
currencies in a system of international payments based on the American 
dollar.26 Harry Dexter White, who became head of the Treasury’s newly 
created Division of Monetary Research in the mid 1930s, could draw on all 
this experience when he was charged, only a week after Pearl Harbor, with 
developing the Treasury’s plan for what Morgenthau called a “New Deal in 
international economics.”27 

The Path to Bretton Woods

The British Empire may have been acquired in a fi t of absentmindedness, 
but the American empire that emerged after World War II was the prod-
uct of considerable planning. The blueprints for the postwar international 
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order drawn up by US wartime policymakers sought to graft “the philos-
ophy, substance, and form of the New Deal regulatory state onto the 
world,” recapitulating many of its legal and administrative forms in 
“virtually every issue area, ranging from the Food and Agricultural 
Organization to the projected International Trade Organization.”28 But 
above all, these blueprints were infused with a liberal conception of the 
rule of law, and also refl ected the projection abroad of the New Deal’s 
“grand truce with capital.” 

Widespread business concerns about the wartime planning of the domes-
tic economy were quickly mollifi ed by hard proof that such planning would 
be based on that truce. In the words of Henry Stimson, the leading 
Republican recruited to the administration to cement the truce with capital 
in the run-up to US participation in the war: “[I]f you are going to try to 
go to war, or prepare for war, in a capitalist country, you have to let busi-
ness make money out of the process or business won’t work.”29 Those 
advisers within the New Deal administration who had a more directive and 
interventionist conception of planning were either increasingly marginal-
ized, or they adapted themselves to working closely with the “dollar-a-year” 
corporate executives brought in by their thousands to run the war agen-
cies—whereas the few union leaders similarly recruited quickly accepted 
the role of subordinate partners.30 By the beginning of the war, “democratic 
planning” was already being presented as a technique that did “not require 
totalitarian control of the means of production, for it begins by research and 
ends in the consulting chamber . . . [T]he planners are not the bosses, nor 
are they rubber stamps of the bosses; they merely act as advisers.”31 They 
were the custodians of an economy owned by the capitalists.

The plans evolved for the postwar economic order refl ected this, too. 
The questions that concerned the planners ranged very broadly: How to 
develop a new international monetary order built around the dollar while 
also addressing the need for European economic integration? How to 
ensure that the decolonization of the old empires would not jeopardize 
the security of oil and other resources? How to counter the popularity of 
radical nationalist, socialist, and communist forces in war-torn Europe and 
elsewhere? And at the same time, even though it was taking on these 
“profound new responsibilities in connection with practically all vital 
problems of world affairs,” the state of the new American empire remained 
the state of the American social formation. As the State Department’s 
history of wartime planning went on to say, “the staff at all times sought 
to consider problems from the standpoint especially of the long-run 
national interest of the United States.”32 And how the “national interest” 
was defi ned necessarily refl ected the grand truce with capital. The ques-
tion for the planners was how to make the American national interest, as 
determined by the domestic balance of social forces and the state’s own 
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relative autonomy from them, compatible with the broader tasks that the 
American imperial state was now assuming. 

The plan Harry Dexter White developed for the Treasury, which laid 
the foundation for Bretton Woods, was fundamentally predicated on there 
being “no advantage in achieving a pseudo stability by clinging to restrictive 
measures that seriously hamper international economic life.”33 The plan 
addressed what needed to be done in three overlapping and interacting 
areas: fi rst, securing both currency convertibility and exchange rate stability 
as a condition of reviving international trade; second, allowing for some 
degree of fl exibility for governments in the face of the defl ationary implica-
tions of balance-of-payments defi cits; and third, providing the huge amounts 
of capital that the European economies would need for reconstruction. But 
the overarching concern was that the American state should be able to limit 
its own liability for funding all of this, while at the same time ensuring that, 
even in the absence of the old gold standard, fi nancial discipline could be 
imposed on other states.

The historic signifi cance of the Bretton Woods Agreement is that it 
institutionalized the American state’s predominant role in international 
monetary management as part and parcel of the general acceptance of the 
US dollar as the foundation currency of the international economy. 
Whereas the plans evolved for the United Nations, especially the compo-
sition of the Security Council, still bore signifi cant traces of the old Great 
Power “spheres of infl uence,” the Bretton Woods framework was 
designed to avoid this, and to establish a general system of rules for medi-
ating the international and national economic responsibilities of all states. 
It was thus laying the foundations, as White put it, for “new instrumen-
talities that will pave the way for a high degree of coordination and 
collaboration among the nations in economic fi elds hitherto held too 
sacrosanct for multilateral sovereignty.”34 

At one level, this simply referred to the fact that the kind of global 
program for international monetary stability the Treasury was planning 
would be far more diffi cult, if not impossible, to bring into being through 
bilateral arrangements than through a multilateral agreement. But it had a 
more profound meaning as well. Unlike the Open Door’s contingent and 
bilateral non-discrimination treaties across the old spheres of infl uence, the 
key objective of what the US was now proposing was to bind all states to a 
new rule of law in the international economy. It was true that, in contrast 
to the automatic discipline imposed by the gold standard, the “multilateral 
sovereignty” created through these new agreements was designed to give 
the states involved greater autonomy to pursue national economic policies. 
But they would simultaneously be subscribing to new constraints and 
responsibilities within the reconstructed international fi nancial system. And 
the asymmetry of power embedded in these arrangements meant that 

                        



75 planning the new american empire

embracing “multilateral sovereignty” would implicitly require member-
states to embrace the new American empire. 

It was hardly surprising, therefore, that White summed up the Treasury’s 
plan as follows: “We in this country should face the fact that the success of 
international monetary co-operation will depend primarily on the partici-
pation and leadership of the United States. The dollar is the one great 
currency in whose strength there is universal confi dence.” He went on to 
add a crucial corollary, however:

It is not enough to establish international agencies. We must also make 
possible the successful functioning of such agencies through the right domes-
tic policies after the war . . . Full employment in this country will provide 
additional foreign exchange resources to other countries . . . facilitate the 
reduction of high tariffs and of exchange and trade restrictions and . . . 
encourage the resumption of foreign investment by Americans.35

The Treasury thus recognized that the new international agencies were 
not necessarily the most important element of the new imperial project, but 
in classic New Deal fashion it nevertheless devoted enormous attention to 
their legal and administrative forms. The early drafts of the White Plan 
conceived the World Bank in terms of the need for an international public 
agency to supply Europe with large-scale and long-term public loans at very 
low rates of interest. This was because it was “futile to look to the private 
investor to supply more than a small part of the capital needed for the more 
urgent postwar reconstruction needs. The risks of loss seem to him too great 
and the prospects of profi t too small.” This classic justifi cation for state 
activity in a capitalist market society was presented by White as advanta-
geous to private capital itself in the long run, since both the replacement of 
and the controls on private capital fl ows were to be only temporary: after 
“the prospects of currency stability are improved and restrictions on divi-
dend and interest withdrawals removed, private capital will doubtless fl ow 
in increasing volume to areas in need of capital.”36 

Even so, in the course of the Treasury’s planning process the World 
Bank’s role was redefi ned so that direct lending was “to remain secondary”; 
its main role became to “encourage private capital to go abroad for produc-
tive investments by sharing the risks of private investors and by participating 
with private investors in large ventures.” At the same time, its mandate was 
expanded to include “development” (read: capitalist development), not just 
“reconstruction.”37 This famously turned the Bank’s purpose away from 
European reconstruction and towards arranging and guaranteeing loans 
from private capital for economically underdeveloped regions. In fact, one 
of the reasons for this was a concern to get Latin American states to join the 
International Monetary Fund—refl ecting Roosevelt’s long-standing belief 
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that at the end of World War I the Senate had failed to recognize that the 
US could have controlled the League of Nations with the votes of the Latin 
American states lined up with its own. Basing voting power in the World 
Bank and the IMF on the size of each country’s subscription of gold, 
national currency, and government securities would give the US a veto on 
all important decisions, and, together with the Latin American states, a clear 
majority. The implication of this concentration of voting power was evident 
in the proposal that no member country would be allowed “to default on 
its external obligations . . . without consent of the Fund,” nor adopt any 
“monetary or banking or price measure or policy . . . which, in the opinion 
of a majority of the member votes, would bring about sooner or later a seri-
ous disequilibrium in the balance of payments.”38 On such vital issues, the 
US would in practice be able to decide.

As to what matching restrictions would be imposed on fi nancial capital, 
it was of course signifi cant that White’s plan, while insisting that the overall 
goal was “to reduce the necessity and use of foreign exchange controls,” 
permitted states to maintain them.39 And although it was never on the cards 
that the US itself would impose them, White’s early drafts had contem-
plated, as a “far-reaching and important requirement,” that the US would 
be prepared to cooperate in policing the capital controls of other countries. 
Without such cooperation, White reasoned, the control of capital by other 
states would be “diffi cult, expensive and subject to considerable evasion.” 
But even while he proposed this, White had recognized that certain of his 
proposals would “not stand the test of political reality”—and there was no 
chance whatever that this one, in particular, could. It was already much 
weakened in the revised July 1943 plan, and by the time of the US-UK 
Joint Statement of April 1944 setting the fi nal framework for the Bretton 
Woods Agreement, it was effectively a dead letter. Capital controls were 
not prohibited, but absent the crucial cooperation of the American state, 
they could not really be effective in the long run. 

Although the American and British Treasuries famously collaborated 
closely as the plans evolved, the relationship was such that “the British 
proposed, the Americans disposed,” as Keynes’s biographer has put it.40 
Indeed, this refl ected an asymmetry of power that would characterize the 
international fi nancial order into the twenty-fi rst century. This is not to say 
that the joint planning undertaken by the two Treasuries was an empty 
exercise: far from it, it was crucial for both the effective organization and 
the legitimation of the new “multilateral sovereignty” that defi ned the new 
American empire.41 The US Treasury attached considerable importance to 
the extensive negotiations over the relative merits of White’s and Keynes’s 
plans, since “Britain was seen as a kind of bridge between the United States 
and the rest of the world.”42 The joint planning process substantiated the 
shift from sterling to the dollar as the core international currency. Keynes’s 
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plan for a postwar Clearing Union with an entirely new international 
currency issued by the Fund (designed to record trade transactions and 
allow overdraft facilities to extend credit on easy terms to countries experi-
encing balance-of-payments defi cits) was rendered still-born; the US 
Treasury insisted instead on a subscribed Fund that states could only draw 
on under much tighter conditions than Keynes’s plan envisaged. The Joint 
Statement hammered out between the two Treasuries in advance of Bretton 
Woods was thus largely framed in American terms, securing “discipline” on 
Britain’s part and “limited liability” on America’s.43 

Yet however arduous the negotiations often were, the remarkable rela-
tionship between the two Treasuries prefi gured the general nature of the 
postwar linkages that would develop between American state institutions 
and those of the former Great Powers in the emerging US empire. Keynes 
himself would speak both privately and publicly in terms of the historic 
novelty of British civil servants’ “trying to make good economic bricks for 
the world after the war” with their American counterparts, and having 
“much the same relations with them as if we were all members of a single 
offi ce in Whitehall.”44 Yet the fact that they were not actually members of 
the same offi ce, but still located in distinct state structures embedded in their 
respective social formations was not without its problems. This was espe-
cially evident when Keynes defended the Joint Statement in the British 
House of Lords with a triumphant claim that it would allow Britain to 
govern the value of sterling with independent domestic policies and interest 
rates “without interference from the ebb and fl ow of international capital 
movements or fl ights of hot money.” Keynes was, in fact, under no illusions 
about the limits the Joint Statement placed on Britain’s policy autonomy; 
he had only signed it because, he acknowledged, “our post-war domestic 
policies are impossible without American assistance,” and because “the 
Americans are strong enough to offer inducements to many or most of our 
friends [in the sterling area] to walk out on us.” But his misleading repre-
sentation of the Joint Statement for his domestic audience in the UK—greatly 
exaggerating what he had won from the Americans (in order, as he later 
admitted, “to save the Fund from political extinction at Westminster”)—
simultaneously sent a very different message to Wall Street, and thus had the 
exact opposite effect in Congress from the one he intended it to have in 
Parliament, revealing how the close ties between the two Treasuries also 
created tensions within their own states.45 

Meanwhile the balance of class forces inside the UK was shifting, and 
would soon result in the fi rst majority Labour Government in history. 
Insofar as its nationalization of the Bank soon proved to have remarkably 
little effect in displacing the City of London from the center of capitalist 
power in Britain, this had something to do with the fact that the domestic 
balance of forces inside the US was moving in the opposite direction. The 

                        



78 the project for a global capitalism 

New Deal at home had meant corporatist regulation and suppression of 
competition among fi nancial institutions, but not the suppression of 
fi nancial capital as a powerful force in American society; it had never 
extended to controls over the international movement of capital, and the 
bankers were determined these should not be introduced through the 
back door of the International Monetary Fund. By the time many of 
America’s leading capitalists entered the government during wartime, the 
bankers’ adamant opposition to postwar controls over capital movements 
being introduced through an international treaty was well understood. 
White was no doubt well aware of this when his initial plan spoke in 
terms of certain proposals not meeting the test of “political reality,” and 
this was reinforced by the Republican victories in the 1942 midterm elec-
tions, and by Congress’s further evisceration, by 1943, of many domestic 
New Deal programs and agencies.46 

The quick disappearance of White’s proposals for cooperative support 
for capital controls revealed the Treasury’s sensitivity to the interests and 
renewed power of fi nancial capital. In their negotiations with the British, 
US Treasury offi cials constantly cited what Congress would or would not 
accept, but, as was proved when Congress voted overwhelmingly to endorse 
Bretton Woods once the Treasury had gotten the bankers onside, it was the 
latter’s truculence much more than that of Congress that that needed to be 
overcome. Indeed, when Keynes at one point complained that the White 
plan was “written in Cherokee,” he was told that “the reason it’s written in 
Cherokee is because we need the support of the braves of Wall Street and 
this is the language they understand.”47 

Wall Street’s opposition to the IMF (they had no problem with the 
World Bank, now that it was geared to underwriting the risks of private 
investors) was based on an array of concerns. To be sure, even the New 
York bankers were pragmatic enough to see that most countries—with the 
key exception of the US—would continue to require capital controls after 
the war. But they never relinquished their view that such controls should 
be only temporary. In the narrowest of terms, the handling of the capital 
that fl owed into New York during the Depression had been profi table, and 
they were keen to see this resume after the war. More broadly their concerns 
related to their ambition to replace London as the world’s international 
fi nancial center.48 But above all Wall Street’s opposition refl ected the 
concern that New Deal–type economists and technicians ensconced in 
permanent international institutions might have even greater autonomy 
from them than those in the Federal Reserve and the Treasury (especially 
since the Treasury clearly wanted the Fund to displace the Bank of 
International Settlements, which had been created by the bankers them-
selves).49 Moreover, given the Keynesian provenance of the Fund and the 
Bank, it was hardly surprising that bankers would be anxious lest full 
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employment rather than price stability might become the priority for 
governments. Their anxiety about the infl ationary implications of full 
employment was by no means an idle concern, and would indeed prove to 
be—as Michal Kalecki and Joan Robinson also predicted at the time—the 
central contradiction of Keynesianism in the postwar era. 

If there was ever a case where the advantages of relative autonomy 
were manifest, allowing a capitalist state to act on behalf of capital but not 
at its behest, it was in the extensive public campaign the US Treasury 
undertook to get the Bretton Woods agreement endorsed by Congress 
over the bankers’ opposition. In “one of the most elaborate and sophisti-
cated campaigns ever conducted by a government agency in support of 
legislation,” the Treasury presented Bretton Woods as a “good business 
deal for the United States” as well as “the symbol for a new kind of coop-
eration.”50 The Treasury argued that Wall Street’s portrayal of the Fund as 
a vehicle for capital controls was substantially incorrect. Its offi cial “back-
grounder” to the Bretton Woods Agreement emphasized that it “would 
be incorrect to assume that most capital exports are prohibited under the 
Fund’s provisions” and that a “careful examination of the fund proposal 
will reveal that most capital exports can probably take place freely, and 
only in a minority of cases will exchange restrictions have to be imposed.”51 
This was in fact the way the Treasury expected the Fund to operate—and 
the way it actually did.52 

Even so, passage by Congress was not assured until the Treasury 
struck a last-minute agreement with the representatives of the American 
Bankers Association and leading Wall Street banks whereby the Treasury 
agreed to various amendments in a compromise Bill which set up mech-
anisms such as the National Advisory Council, to ensure that US 
representatives to the Fund would act in such a way as to impose greater 
conditionalities on governments that were given access to its resources. 
This effectively amounted to ensuring that the IMF would incorporate 
what, ever since 1868, the London-based Corporation of Foreign 
Bondholders had been doing insofar as it had “functioned like the IMF 
in some respects and even practiced a weak version of conditionality.”53 
On this basis, the House of Representatives eventually passed the 
Bretton Woods Agreement Act by 345 votes to 18—“only a declaration 
of war gets a vote like that,” Acheson noted.54 

This victory in Congress publicly symbolized the immense managerial 
capacities that the key executive agencies of the American state had devel-
oped by the end of World War II—in sharp contrast with their weak 
capacities (as marked by the Senate’s defeat of Woodrow Wilson on the 
League of Nations) at the end of World War I. Indeed, the importance of 
these new capacities for bringing other states into the orbit of the new 
American empire had already been much in evidence at the Bretton Woods 
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conference itself, where the commission responsible for creating the Fund 
was chaired and tightly controlled by White. Even though Keynes oversaw 
the commission and subcommittees responsible for the Bank, “they had 
American rapporteurs and secretaries, appointed and briefed by White,” 
who also arranged for “a conference journal to be produced every day to 
keep everyone informed of the main decisions.” At White’s disposal were 
“the mass of stenographers working day and night [and] the boy scouts 
acting as pages and distributors of papers”—all written in a “legal language 
which made everything diffi cult to understand [amid] the great variety of 
unintelligible tongues.” This was the “controlled Bedlam” the American 
Treasury wanted in order to “make easier the imposition of a fait accom-
pli.” The conference ended with Keynes’s tribute to a process in which 
forty-four countries “had been learning to work together so that ‘the broth-
erhood of man will become more than a phrase.’ The delegates applauded 
wildly. ‘The Star Spangled Banner’ was played.”55 

Laying the Domestic Foundations

“If it is true that our prosperity depends on that of the world, it is true also 
that the whole world’s economic future hangs on our success at home.”56 
Henry Stimson in this way captured the understanding which had devel-
oped inside the American state that, whereas the Open Door was predicated 
on US exports, the most important foundation of the new American empire 
was the unleashing of domestic consumer demand. But this is far too narrow 
a reading of what now transpired. What was really crucial to the postwar 
foundations of global capitalism was the deepening of commodifi cation, 
alongside and even through the consolidation of the welfare state.

The containment of the New Deal through the wartime truce with busi-
ness largely predetermined the nature of the industrial reconversion that 
took place at the end of the war. This had been foreshadowed in the summer 
of 1942 by the formation of the Committee on Economic Development 
(CED), which incorporated the Fortune Roundtable. The main concern of 
the CED was that planning for the postwar era should be guided by “a 
conservative version of Keynesian theory [to] promote growth in the private 
rather than the public sector.”57 Led by Studebaker’s Paul Hoffman, the 
corporate executives who founded the CED had many ties with the busi-
ness, labor, and government representatives on the wartime planning 
agencies, and especially with the Department of Commerce. To this end, 
by June 1945 it had organized 2,800 local groups across the country, involv-
ing over 50,000 businessmen, making freely available to them experts in 
industrial management, product design, advertising, and sales. The CED’s 
goal was (as its bylaws put it) to “avoid the real perils of mass unemploy-
ment or mass government employment” after the war by helping private 

                        



81 planning the new american empire

industry and commerce to develop conversion plans for “maximum 
employment and high productivity in the domestic economy.” This was 
the model that Hoffman would later export to Europe in his capacity as the 
Marshall Plan administrator, and it would prove much more important than 
the export of commodities for the postwar American empire’s capacity to 
penetrate the state policymaking apparatuses of the other capitalist countries 
of Europe.

As one CED research study put it in 1945, “foreign trade is offered time 
and again as sovereign remedy to relieve the affl iction of excess capacity 
through getting rid of the surplus abroad. Attempting to solve the problem 
of ‘overproduction’ by selling abroad more than we are ready to buy is, of 
course, quite the ultimate in economic folly.”58 Exports, however impor-
tant they were to particular sectors like agriculture and oil, would remain 
until 1970 only at the 5 percent level of GDP that had been reached in 
1929.59 This was simply too small to sustain the American economy, and 
postwar Europe, with its focus on rebuilding public and private infrastruc-
ture necessarily implying consumer austerity, could not import enough 
consumer goods to solve the US’s postwar demand problem, even with 
American aid paying for such imports.60

The 10 million US soldiers brought back into the civilian economy after 
World War II were the equivalent of 20 percent of the 1945 workforce; by 
this measure, it was a demobilization two-and-a-half times greater than at 
the end of World War I. And given that 45 percent of American GDP 
consisted of military production at the war’s end, it was hardly surprising 
that many economists feared that “V-J Day meant major depression and 
mass unemployment.”61 But in the event the corporations managed recon-
version, even if it occurred in a rather haphazard fashion, with remarkable 
ease—aided as they were by the selling off at fi re-sale prices of state-owned 
defense production plants (mostly to the private corporations that had been 
entrusted with running them during the war). 

A crucial factor here was that the concentration of capital and the restruc-
turing of production during both the Depression and the war, and the 
build-up of new technological opportunities, facilitated corporate planning. 
The 1930s had seen major innovations in synthetic rubber, aeronautics, and 
electrical machinery and equipment, as well as in electrical power genera-
tion, communication services, transportation, distribution, and civil 
engineering.62 All this had a great deal to do with the fact that corporate 
research and development had reached a new stage of maturity in the 1930s; 
expenditures on these activities more than doubled in real terms, and the 
number employed in them tripled. Although public investment during the 
Depression had not stimulated suffi cient demand, it had very signifi cant 
impacts on the supply side in terms of construction technologies and build-
ing the infrastructure (highways, bridges, roads, housing) for the postwar 
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automobile-driven suburbanization. And this is not even to speak of the 
transformation of the United States into the great military power it fi nally 
became during World War II—with enormous imperial implications for 
the rest of the century and beyond. The doubling of productive capacity 
during the war—and the seven-fold increase that was achieved in machine-
tool production—involved many goods and components that could be 
readily converted to civilian production (from military trucks and airplanes 
to cars, civilian aircraft, and household appliances). The transition was 
further aided by easy access to investment funds from banks with wartime 
savings to lend at low interest rates. 

By the beginning of 1947 the President’s Report to Congress proudly 
announced that “profi ts in most lines of industry and business have been 
highly rewarding.”63 But since real disposable income had fallen between 
1945 and 1947, and increased government expenditures on civilian items 
compensated for only 11 percent of the decrease in the military budget, the 
question arose of how the economy’s enormous productive capacity could 
be sustained. The problem was aggravated by business-inspired 
Congressional amendments to the 1946 Employment Act that not only 
removed any reference to “full employment,” but watered down its provi-
sions so as to ensure that government promotion of  “maximum 
employment, production and purchasing power” would only be under-
taken “in a manner calculated to foster and promote free competitive 
enterprise.”64 This effectively guaranteed that even though the federal 
state’s taxation capacity had increased enormously during the war, public 
spending would not play the kind of role that Keynesians had imagined 
would be required to sustain effective demand. American reconstruction in 
the postwar years was therefore bound to be heavily dependent on private 
consumer spending. Rising working-class incomes were the main mecha-
nism through which this demand could materialize, but wage increases 
were also seen as threatening economic stability through their effects on 
price infl ation and corporate profi ts. A resolution of the contradiction 
between the need for mass consumption and the fear of worker militancy 
only fi nally emerged out of a combination of direct state intervention to 
limit union strength, government-encouraged private consumption 
through interest-rate ceilings and mortgage guarantees, and the crucial 
subsequent “settlement” between capital and labor in industry.

The unions’ trading-off of the right to strike in return for recognition 
during the war was followed by a doubling of their membership, but this 
went along with the suppression of the radical union culture of the mid 
1930s. Labor’s “marriage to the Democratic Party and the warfare state” 
thus yielded institutional gains that “advanced the union movement’s inter-
nal bureaucratic deformities.”65 Whether this would last was put into 
question by an explosion of strikes in 1945–46.66 At General Motors 225,000 
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workers walked off the job; 175,000 electrical workers and 800,000 steel 
workers soon did the same; and these actions were followed by national 
strikes in railroads and mining. The 1946 rail strike was ended by President 
Truman threatening to send in the army to run the railroads. The 1947 
Taft-Hartley Act constrained union solidarity by banning secondary picket-
ing and reinforcing state right-to-work laws. Moreover, the anti-Communist 
“witch-hunt” was already well in train by this time, especially in relation to 
the labor movement. Taft-Hartley included a provision that required offi -
cers of local, national, and international unions to fi le an affi davit swearing 
they were not members of the Communist Party. By 1949 Communist-led 
unions were being expelled from the AFL and CIO, while anti-Communist 
rhetoric was used to repress or at least marginalize rank-and-fi le militancy 
in the trade unions generally.

Alongside the stick came the carrot. Although wage incomes had decreased 
signifi cantly in the fi rst year after the war, by 1950 they had increased on aver-
age by 25 percent, despite the brief recession of 1949. The consumption 
possibilities this provided were supplemented not only by people spending 
wartime savings but also by their taking advantage of low interest rates and 
government provision for secure mortgages. The $72 billion growth in 
personal consumption between 1945 and 1950 (an increase of 60 percent) was 
more than enough to offset the decline in defense expenditures of $69 billion.67 
And the consumption boom had ideological as well as economic effects. With 
investment in residential housing rising eleven-fold in the fi ve years after the 
war, William J. Levitt, who supervised the building of the paradigmatic 
working-class suburb, Levittown, declared in 1948 that “no man who owns 
his own house and lot can be a communist.”68

But the most important event in resolving the contradiction between the 
need for private consumption and the dangers posed by wage militancy was 
the 1950 “Treaty of Detroit.” When General Motors, the largest manufac-
turing company in the world, and the UAW, the most prominent union in 
the country, institutionalized the “Fordist” link between mass production 
and mass consumption through this path-breaking collective agreement, 
they went far beyond anything that Henry Ford ever imagined. By tying 
company-level wage increases to estimates of national productivity increases, 
and building in infl ation protection through a cost-of-living index, they 
implicitly accepted that collective bargaining would not disturb the existing 
distribution of income. The Treaty also centralized power within the union. 
As the focus of collective bargaining shifted to the negotiation of company-
wide wage and benefi t increases, and as the union accepted management’s 
control over production at the shop-fl oor level, local rank-and-fi le power 
was undermined. Since the New Deal labor law allowed for the right to 
strike during the term of a collective agreement, the Treaty’s requirement 
that authority for this in any plant had to be secured from the national union 
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leadership further institutionalized a corporatist relationship between top 
company and union leaders, and the loss of local autonomy. The commit-
ment of the union leadership to this type of corporatist “productivism” was 
seen in the initial fi ve-year term of the 1950 agreement, designed to guar-
antee the company a long period of “labor peace.” This did become the 
focus of membership discontent, leading the UAW president Walter 
Reuther to get GM to reopen the agreement after three years (which 
became the norm from that point on). But in all other respects the Treaty 
held, including the groundwork it laid for privately negotiated healthcare, 
pension and other benefi ts that allowed the strongest unions to take care of 
their members, rather than secure universal public provision from the state.

The Treaty of Detroit, followed by similar agreements throughout the 
auto sector and other industries, was key to the resolution of the dilemma 
US capital had faced at the end of the war. The organized American work-
ing class would now become the backbone of a high-wage and 
high-consumption proletariat, but its unions were no longer prepared to 
challenge capital’s right to manage production, let alone question the “capi-
talist system” along the lines often heard in the 1930s. Reuther now 
welcomed GM’s high profi ts on the grounds they were “the goose that laid 
the golden egg,” thereby confi rming GM chairman Alfred Sloan’s predic-
tion that collective bargaining would prove to be an “irresistible force 
against encroachments on the competitive system of enterprise.”69 Looking 
back from the vantage-point of the early sixties, Sloan observed that

it is more than seventeen years since there has been an extended strike over 
national issues at General Motors. To those of us who recall the violent and 
crisis-ridden atmosphere of the mid-1930s, or the long ordeal of the great 
postwar strike wave of 1945–46, the record of the past seventeen years seems 
almost incredible. And we have achieved this record without surrendering 
any of the basic responsibilities of management.70

Fortune magazine had been right in July 1950 when it heralded the Treaty 
of Detroit with a headline that read “GM may have paid a billion for peace, 
but it got a bargain.”

What was good for General Motors was now good for the world. The 
Treaty of Detroit epitomized what was meant by the term “productiv-
ism,” which under the Marshall Plan also became the model for the export 
of American labor relations to Europe, and it gave enormous legitimacy 
to what the US was doing there. The appeal of the American model was 
powerfully reinforced by the contrasting realities the settlement high-
lighted between European austerity and American consumerism. What 
the Europeans were seeing across the Atlantic was a society in which auto 
production (having completely ceased during the war) by 1950 had 
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reached 6.5 million units a year—some three-quarters of global produc-
tion—and led the way to automobiles being “the key manufacturing 
industry for most of the middle decades of the twentieth century.”71 With 
the enormous expansion of the American highway system in the mid 
fi fties, cars led the way to suburbia and shopping malls, and reinforced the 
boom in consumer products; and this in turn brought to fruition the 
product innovations and new production technologies that had been 
building since the twenties, but whose application had been largely frus-
trated by the Depression and the war. 

To some extent the US was reviving “old industries” that Europe would 
soon revive too; but it was also developing new areas of leadership which 
had emerged out of war production. Commercial aircraft were one critical 
example (the fi rst jet aircraft went into civilian service in 1957). Synthetic 
petroleum-based products contributed to the development of the American 
chemical industry, and the government-sponsored development of penicil-
lin and other therapeutic drugs drove expansion in the pharmaceutical 
industry. The electronics industry became an integral part of the postwar 
military-industrial complex, and by the end of the 1950s new fi rms—as 
opposed to the established fi rms that dominated other sectors—were lead-
ing the civilian applications that were the foundation of the later revolutions 
in computing and telecommunications (the “integrated circuits” so crucial 
to these were patented in 1959).72 

Meanwhile, fi nancial institutions of various types not only participated in 
the rapid growth of industry across the country but also found ways to encour-
age and take advantage of rising consumerism to draw in the working classes, 
especially through state-backed mortgage securities and consumer loans. The 
tens of thousands of union-negotiated health insurance and pension plans 
established between 1949 and 1952 spread rapidly thereafter (and were also 
adopted by other fi rms to avoid unionization), providing lucrative profi ts for 
the rapidly expanding private insurance industry. International portfolio 
investment recovered slowly after the war, but New York’s investment banks, 
far from suffering from their exclusion from commercial banking under the 
New Deal fi nancial legislation, “were able to create and mould [their] busi-
ness free from the restraints of the traditional slow-moving commercial 
banking culture. Put simply the US investment banks wrote the rules while 
everyone else . . . was busy trying to work out what investment banking was 
all about.”73 All this meant that Wall Street investment banks became unri-
valed in the role they played (and the fees they earned) in international 
capital-intensive infrastructural “project fi nancing” and in the placement of 
corporate, state, and World Bank bond issues.74 

Although interest rates were low over this period, rising volumes supported 
bank profi tability. Over the decade of the 1950s the average growth in profi ts 
was 40 percent higher in banking than in manufacturing (8.8 percent versus 
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6.2 percent).75 The postwar economic boom and the fi nancial bull market of 
the 1950s provided the space, within the framework of the New Deal and 
Bretton Woods regulations, for American fi nance to further deepen its 
markets at home, expand abroad, and lay the basis for the explosion of global 
fi nance that occurred in the last decades of the twentieth century.

Bankers had considerable infl uence in the Treasury under the Truman 
administration76—which, insofar as it still refl ected any “lingering New 
Deal suspicion of Wall Street,” expressed it in an antitrust suit launched by 
the Justice Department in 1947 against the investment houses that handled 
70 percent of Wall Street underwriting. When this suit failed in the courts 
a few years later, it was seen as a “watershed in the history of Wall Street” 
that not only fi rmly closed the door on the old tensions between the bank-
ers and the state, but also “fi nally freed the Street of its image as the home 
of monopoly capitalists . . . the investment bankers fi nally proved they were 
vital to the economy.”77 

Acceptance of this was institutionally crystallized inside the state, in an 
Accord reached between the Federal Reserve and the Treasury in 1951. 
Until the Accord, the New York Fed, acting as the Treasury’s agent, had 
unilaterally dictated the price at which government securities were sold (this 
was seen on Wall Street as running the market “with an iron fi st”). But now 
the Fed took up the position long advocated by University of Chicago 
economists and set to work successfully organizing Wall Street’s bond deal-
ers into “a self-governing association that would set minimum capital 
standards and assure low trading spreads,” to the end of supporting “a free 
market in government securities” with “suffi cient depth and breadth” so 
that dealers could take speculative positions, and thus allow market forces to 
determine bond prices.78 The Fed’s Open Market Committee would only 
intervene by “leaning against the wind” to correct “a disorderly situation” 
through its buying and selling of Treasury bills. Financial capital’s hostility 
to infl ationary policies thus became “an essential ingredient in the monetary 
policy process,” as decreases in demand for government bonds “revealed 
the market’s concern that infl ation could rise.” It was a measure of how far 
the Accord had consolidated the strength of Wall Street that “within a very 
short time, the Treasury invited the dealer community to advise on its 
fi nancing.” And insofar as the fi nancial sector still had any lingering concerns 
that Keynesian commitments to the priority of full employment, and the 
use of fi scal defi cits to that end, might prevail in the Treasury, they were 
allayed by the autonomy the Accord gave the Fed: “the pursuit of macro-
economic stabilization and price level stability [had become] the rationale 
for central bank independence.” 

The Accord was designed to ensure that “forces seen as more radical” 
within any administration would not be able to implement infl ationary 
monetary policies.79 The roots of “monetarism”—understood not in the 
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sense of policy determined by arcane measures of money supply, but in the 
sense of giving macroeconomic priority to “manipulating short-term inter-
est rates to control aggregate demand and infl ation”—thus really need to be 
located not in the 1970s but in the 1950s, during the supposed heyday of the 
Keynesian era. When William McChesney Martin, the Fed’s chairman 
from 1951 to 1970, told the Senate Finance Committee in 1958 that an 
increase in interest rates “served as an indication to the business and invest-
ment community that the Federal Reserve rejected the idea that infl ation 
was inevitable,” he was indeed, as Robert Hetzel says, “refl ecting views on 
monetary policy that foreshadowed those of Volcker and Greenspan.”80 

These developments in the Treasury and the Federal Reserve could not 
but critically affect the new American imperial project. But also important 
was the change that occurred in the outlook of the State Department. The 
priority given in postwar economic policy to securing the domestic founda-
tion for capital accumulation effectively ended its fi fty-year obsession with 
the Open Door policy.81 In its representation of US economic interests, the 
State Department’s role now shifted towards securing adequate natural 
resources to sustain domestic accumulation, and creating conditions abroad 
that would attract US foreign direct investment and ensure its security. And 
yet more important was the broader role it would now play in taking 
responsibility for the reconstruction of the other core capitalist states, 
promoting the decolonization of their former empires, and trying to ensure 
that both of these historic developments occurred in a manner consistent 
with their integration into global capitalism under the aegis of the new 
American empire.

                        




