
C

Cold War

Radhika Desai1 and Henry Heller2
1Department of Political Studies, Faculty of Arts,
University of Manitoba, Winnipeg, MB, Canada
2Department of History, Faculty of Arts,
University of Manitoba, Winnipeg, MB, Canada

According to popular Western understanding, the
Cold War was a political, geopolitical, and ideo-
logical confrontation between capitalism and
communism, pitting the advanced capitalist econ-
omies of Western Europe, North America, and
Japan, led by the USA, against the Communist
Soviet Union and allied Eastern Bloc. It began
after the Second World War and turned nuclear
when the Soviets acquired atomic weapons in
1949. Though the prospect of nuclear Armaged-
don prompted mass movements against nuclear
weapons, and though the world came very close to
it at least once, there was no nuclear war: deter-
rence worked.

The Cold War was conducted with armed alli-
ances. On the model of its 1947 Rio Pact with
most Latin American countries, the USA sought
to encircle the Communist Bloc with the 1949
North Atlantic Treaty Organization (NATO) to
its west, bases in Japan and the 1954 Southeast
Asian Treaty Organization (SEATO) to its east,
while the Central Treaty Organization (CENTO)
to cover the Communist Bloc’s southern under-
belly failed. The Soviet Union formed theWarsaw

Pact with Eastern European Communist countries
and less durable alliances with the People’s
Republic of China (PRC) and later North Korea
and North Vietnam.

When not blaming the Cold War on Commu-
nist aggression, the popularWestern interpretation
equalizes the two sides morally. Cold War antag-
onisms and propaganda were used for internal
political control and repression on both sides.
Both sides were also imperialist: if the USA and
the West were continuing capitalist imperialism
disguised by rhetoric of freedom and democracy,
the USSR was also imperialist toward its own
constituent republics and eastern satellites, smoth-
ering their national identities, and toward coun-
tries further afield in which it intervened. The
competition of both sides for the allegiance of
the newly independent countries of the Third
World was rejected by most of them and the
Non-Aligned Movement (NAM) of countries
rejecting both coercive options emerged.

The Cold War ended when Communist Party
rule ended in Eastern Europe in 1989 and in the
USSR in 1991. Capitalism had won, proving com-
munism was economically and militarily too
weak and domestically too illegitimate. The
Soviet Union did not live to celebrate the 75th
anniversary of the Bolshevik Revolution. Hence-
forth, the world would become unipolar under US
leadership with capitalist liberal democracy
becoming the telos of human history (Fukuyama
1989) and would enjoy a “peace dividend.”
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Practically every element of this popular
understanding is questionable: what the Cold
War was, when and why it began and ended,
who it was directed against, what its domestic
and international effects were, whether the two
sides were equally to blame, and how the two
sides related to the newly independent Third
World; the list could go on. In what follows, we
seek to provide a more accurate view in which the
West turns out to be the greater, if not the sole,
aggressor. We begin by locating the Cold War in
the geopolitical economy (Desai 2013, 2015) of
the capitalist world. Here the Cold War appears as
a particularly intensely contested phase in the
long-term decline of capitalist imperialism.
While historical accuracy alone would necessitate
the reinterpretation we propose, recent develop-
ments have made it urgent. Neither of the two
main expectations engendered by the so-called
end of the so-called Cold War have been fulfilled;
the world has become multipolar rather than uni-
polar, with Western capitalist societies failing to
remain economic or political models, if they ever
were, and, rather than a peace dividend, the level
of Western military aggression, from Afghanistan
to Iraq, Ukraine, Syria, and Venezuela, has been
so great as to give rise to talk of a “NewColdWar”
(Desai et al. 2016).

Of course, the popular Western understanding
was contested by the Communist side. That inter-
pretation, however, remains to be recovered in
full, and our own understanding relies chiefly on
critical Western scholarship. Western scholarly
interpretations of the Cold War have been through
four phases. In the first, orthodox, phase, work
such as John Gaddis’s (1972) stressed Stalinist
and Communist aggressiveness and the West’s
defensive posture. The Vietnam War inaugurated
a second phase, when the USA’s aggressiveness
(and ineffectiveness) could no longer be denied
and critical revisionist historians, led by Gabriel
Kolko (1969) and Walter LaFeber (1971),
questioned the very notion of a Cold War, attrib-
uting pervasive international tensions and con-
flicts to long traditions of US imperialism whose
peculiar long-term historical dynamics Williams
(1972) laid bare. This interpretation not only
agreed with the Soviet interpretation, it prevented

a return, in the third phase, to the old blame game.
Instead third phase mainstream scholarship was
reduced to serving US and Western imperialist
interests by stressing complexity and mutual mis-
understanding (White 2000).

Since the demise of the Eastern Bloc, the
underlying continuities of the Cold War with
declining US and Western imperialism have
asserted themselves, and many invoke a New
Cold War (van der Pijl 2018; Woodward 2017),
complete with mushrooming Russophobia. In this
final phase, Western interpretations have returned
to orthodoxy, blaming Putin and the Russians to
justify Western aggression one-sidedly: “only
purported ‘minuses’ reckon in the vilifying, or
anti-cult of Putin. Many are substantially
uninformed, based on highly selective, or
unverified, sources, and motivated by political
grievances” (Cohen 2018, 5). These phases of
interpretation roughly correspond to those of the
ColdWar, and we discuss them after the following
outline of the geopolitical economy of the
Cold War.

The Cold War in the Geopolitical
Economy of Capitalism

Critical revisionists, Joyce Kolko and Gabriel
Kolko, found the Cold War an “egregious term”
that “burdens one’s comprehension of the postwar
era with oversimplifications and evokes the wrong
questions,” focusing only on “the formal cold
peace between Russia and the United States” and
occluding the “conflict, war, repression and ever-
mounting violence” of “the revolution, the coun-
terrevolution, and the great, often violent, interac-
tion between the United States, its European allies
and the vast social and economic transformation
in the ThirdWorld” (Kolko and Kolko 1972, 6). In
effect, the Cold War was hot in the Third World.
Official estimates, understated thanks to the Cold
War and Eurocentrism, put its toll at 10 million
lives compared to the 80 million toll of the Second
World War, the world’s most lethal conflict.

Cold War conflict in the Third World was not
due to rivalry between the two camps: it was more
one-sided. For the USA, “the Cold War has been a
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history of world-wide subversion, aggression and
state terrorism” (Chomsky 1992, 21–22) against
the Third World (Chomsky 1992, 28) to “block
indigenous nationalist forces that might try to use
their own resources in conflict with US interests”
(Chomsky 1992, 54). Contrary to the popular
view of the USA as “anti-imperialist” “reluctant
hegemon,” already in the early twentieth century,
as US capitalism became more concentrated, cor-
porate, and aware of declining British power, it
aspired to replace Britain as the “managing seg-
ment of the world economy” (Parrini 1969, 13),
thus joining the mainstream of Western
imperialism.

While the Cold War was certainly an ideolog-
ical contest between capitalism and communism,
and US and Western hostility to communism was
certainly unrelenting, it was the tip of the larger
iceberg of long-standing imperial opposition to
other economies transforming themselves “in
ways that reduce their willingness and ability to
complement the industrial economies of theWest”
(Chomsky 1992, 27). The Cold War was essen-
tially motivated by a common imperialist opposi-
tion to essentially defensive resistance to Western
economic penetration, whether by dint of eco-
nomic nationalism or communism. If this is not
widely known, it is because “[t]hough the princi-
pled opposition to independent Third World
nationalism is spelled out emphatically in the
[US] internal planning record and illustrated in
practice with much consistency, it does not satisfy
doctrinal requirements and is therefore unfit to
enter public discourse.” So it is assumed, on the
contrary, that the USA supports nationalism and
self-determination (Chomsky 1992, 58) and that
communism was a graveyard of nationalities.

Though “Red Scares” conjured out of these
threats justified the transformation of the USA’s
already swollen arms production into its infamous
post-war military-industrial complex, contrary to
Western perceptions of an inherently expansionist
USSR which had to be rolled back or, more “real-
istically,” as George Kennan’s 1946 “X article”
recommended, contained, the Soviet posture was
far more modest. Not only was Lenin’s original
internationalism replaced by Stalin’s socialism in
one country, just how far a poor, agrarian, and

weak revolutionary regime under siege by power-
ful capitalist powers could have translated inter-
nationalism into effective support for revolution
elsewhere can be questioned. This changed, of
course, once Stalin successfully industrialized
Russia. It could now aid the new socialist coun-
tries in Eastern Europe, China, and the People’s
Republic of Korea. However, even then, its for-
eign policy remained cautious and defensive. In
keeping with the Yalta and Potsdam agreements
on spheres of influence with the West, the USSR
urged restraint on the strong Communist parties in
France, Italy, Greece, Yugoslavia, and (initially)
China, confining itself to defending itself and its
satellites with “tanks in East Berlin, Budapest and
Prague and other coercive measures in the regions
liberated by the Red Army from the Nazis”
(Chomsky 1992, 20–21). Khrushchev’s 1959 ini-
tiative on Cuba heralded more support for social-
ist regimes and “targets of US subversion and
attack,” and the US debacle in Vietnam
emboldened it further. Now “[m]aterial support
helped these enemies [of the US] to survive, and
relations with the Soviet Union imposed limits on
US actions, for fear of a superpower conflict”
(Chomsky 1992, 27). Nevertheless, the USSR
repeatedly called for peaceful coexistence.

In reality, the Cold War was a phase in the
dialectical evolution of the geopolitical economy
of capitalism in which its advanced core has
sought to force open the rest of the world as out-
lets form its commodities and capital and access
their cheap food and raw materials and parts of it
resisted (Desai 2013; Patnaik and Patnaik 2016).
Critical understandings, stretching back to Alex-
ander Hamilton and Friedrich List as well as to
Karl Marx and John Maynard Keynes (Desai
2013, 29–53), recognize that, thanks to its contra-
dictions, particularly the paucity of demand and
the tendency of the rate of profit to fall, capitalism
is inherently expansive, seeking outlets for excess
commodities and capital and cheap sources of
food and raw materials. Free market and free
trade ideologies only justify industrially superior
nations’ subordination of weaker nations in com-
plementary relationships where the former pro-
duce higher value industrial products and the
latter produce lower value goods, typically
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agricultural goods and later cheaper manufac-
tures. Economic nationalists going back to Ham-
ilton and List rejected this fate for their respective
countries, recommending industrialization behind
protectionist walls to keep out cheap goods and
reserve markets for national industries. Their aim
was transforming national productive structures to
achieve similarity with the most advanced coun-
tries instead (Desai 2013, 2015). Indeed, no suc-
cessful industrializer has industrialized in any
other way, not even the first, Britain (Chang
2002; Amsden 2007).

As new powers industrialized to challenge
British initial industrial supremacy, there was
now competition for markets, investment outlets
and cheap sources of food and raw materials.
Since the world still contained many stateless
territories or weak states, this spurred imperial
competition for colonies intended to serve as agri-
cultural complements. This industrial and impe-
rial competition, which culminated in the First
World War (Hobsbawm 1989), critically
foreshadowed the Cold War and its “hotness” in
the Third World. War between industrial powers
was costly; just how, they found out after
‘sleepwalking’ into the First World War (Clark
2013) and then into an umbilically linked second
with which it formed a single 30 Years’ Crisis of
1914–1945 (Mayer 1981). The preferred terrain
for competitive capitalist expansionism has
always been what became the Third World, and
there violent confrontation, whether between cap-
italist powers or between them and native forces
of resistance, were common (Stavrianos 1981 is
perhaps the best chronicle of this process).

A long, slow but inexorable unravelling of
imperialism set in following its 1914 high noon.
The 30 Years’ Crisis profoundly destabilized the
imperial order. Not only did it open and close with
the Russian and Chinese revolutions and not only
did they point to a radically different path to
socialism that had been envisaged by the Second
International, one that led through struggles
against imperial as well as class domination, thus
expanding the fronts of opposition to capitalism,
three other developments transformed the manner
in which the imperial quest for complementary
subordination would now be conducted.

Nationalisms in the colonial world crested,
boosted by resentments against wars’ exactions
and privations as well as the difficulties caused
by the Great Depression which did not leave the
colonial world untouched (Rothermund 1996).
They sought independence to pursue autonomous
economic development.

Secondly, the rise of communism transformed
the prospects for these nationalisms. Woodrow
Wilson’s famous Fourteen Points of January
1918 were less about Wilson’s alleged “idealism”
and more about countering the stunning popular-
ity of the November 1917 Bolshevik publication
of Tsarist secret treaties and their Peace Decree
(Mayer 1959, 265). While echoing Bolshevik
opposition to imperial conquest, Wilson’s support
for national liberation was confined to Europe,
while the Bolsheviks endorsed the liberation of
all Europe’s colonies. Although limited, Soviet
and Communist support for the Third World and
its struggle for development tilted the balance
against imperialism.

Finally, the hitherto warring capitalist world
now united under US leadership: war had devas-
tated its capitalist rivals faced with the further
economic diminution of decolonization while
boosting US growth to many times levels seen
before or since. The USA was uniquely qualified
to lead in this new phase. Having arrived at over-
seas imperialism late, only after completing its
internal colonization (Stedman-Jones 1970), and
never acquiring sizeable territory, the USA devel-
oped early the arts of subjugating formally inde-
pendent countries under the Monroe Doctrine
(Grandin 2006). This international personality
lay at the root of The Tragedy of American Diplo-
macy: for all its rhetorical support for national
self-determination, the USA never learned to
accept that some countries might choose to exer-
cise it to refuse US trade and investment. Wars
were inevitable, whether through aggressive US
actions or defensive actions by the target country
or both (Williams 1972). Under US leadership,
the West remained hostile to communism: it had
fought the fledgling Bolshevik Revolution for half
a decade, and while US hostility abated somewhat
under Roosevelt (1932–1944), Truman revived
and even turbo-charged it.
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After 1945, imperialist complementary subor-
dination had to be accomplished against addi-
tional barriers: vast territories and populations
had already been withdrawn from such subordi-
nation by the Russian and Chinese revolutions;
newly independent countries were pledged to
break out of it after decades and sometimes cen-
turies of colonialism through autonomous indus-
trialization; and the Communist world could and
often did aid this effort. After all, the USSR had
not only demonstrated its possibilities, its auton-
omous industrialization had proved (as Gatrell
and Harrison 1993 showed) critical to the allied
victory in the Second World War. This was why
the Non-Aligned Movement, though theoretically
equidistant from the two Cold War camps, was
practically closer to the Communist world.

Just as the Cold War was not merely against
communism, it was not confined to the military
and the geopolitical: its political and geopolitical
economy meant that, though members of the
United Nations with the USSR one of the five
permanent members of the Security Council, the
Communist countries stayed out of the World
Bank, the International Monetary Fund (IMF),
and the General Agreement on Tariffs and Trade
(GATT) which they rightly regarded as Western
instruments of capitalist penetration. Indeed, the
Russian Revolution sharpened the contest
between the Western imperialism and Third
World resistance. If the former became more sys-
tematic, conscious, and entrenched (Chomsky
1992, 37), the latter also began to acquire a new
consciousness, unity, and determination. More-
over, the postwar posture of the USA also had its
unique political and geopolitical economy dimen-
sion. Bereft of colonies of any size, only wars had
historically provided the USA with the essential
external stimuli that every developed capitalism
needs. The US leadership was very aware of this,
timing entry in both world wars to benefit fully
from their economic stimuli to the USA as a
supplier of war material (Desai 2013, 74–6,
84–7, 2018).

At Bretton Woods, the USA parleyed its war-
wrought dominance to foist the dollar on the
world as its de facto currency and fashioned the
World Bank, IMF, and GATT into instruments for

blocking autonomous industrialization (per Block
1977, even in recovering Western Europe). US
trade and investment in Europe and the Third
World sought to extend markets, production, and
raw materials access. While this is not news, what
is clear in retrospect is how limited US and West-
ern success was. As Western Europe erected trade
barriers, US corporations were forced into foreign
direct investment (FDI) to overcome them (Gilpin
1975). The USA and the West also failed to stop
more and more countries from embarking on
development projects. Their success may have
been limited, particularly in relation to ambitions,
but it laid the basis for twenty-first-century multi-
polarity, the shift in the world economy’s center of
gravity away from capitalism’s homelands for the
first time in its history, and a “New Cold War” has
appeared to cast doubts on whether the old one
ever ended.

The continuity of the ColdWar with this longer
history of the apogee and continuing decline of
imperialism since 1914 does not merely confuse
the matter of whether it ever ended or merely
transmuted itself into a “New Cold War.” It also
makes it difficult to pinpoint its start. After the
“bizarre and temporary alliance of liberal capital-
ism and communism” (Hobsbawm 1994, 6) saved
the world from fascism, when did the Cold War
actually begin? With the confrontations over
Greece in 1948 and the announcement of the
Marshall Plan? With Kennan’s “Long Telegram”
recommending containment of the USSR? With
Churchill’s “Iron Curtain” speech in early 1946?
Or even earlier at Potsdam where, with the cessa-
tion of European hostilities, Truman informed
Stalin that the USA had the atomic bomb and
then demonstrated its horrific power on Hiro-
shima and Nagasaki a week later? Or did it start
already with the Polish crisis which broke out
immediately after Truman became president
(Mukhina 2006)? These questions arise only
because, in fact, no sooner had the prospect of
victory appeared than the USAwent back to con-
sidering the USSR, as Warren Harding put it “a
menace that must be destroyed,” a “beast” that
had to be “slain” (quoted in Chomsky 1992, 37).
George Orwell had first used the term “Cold War”
in 1945 to deplore the undeclared war already
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erupting between recent allies, if only to charac-
teristically pox both houses by predicting that if
both sides acquired nuclear weapons, the ensuing
stalemate would rob “the exploited classes and
peoples of all power to revolt” and that “[u]nable
to conquer one another’ the opposed sides were
‘likely to continue ruling the world between
them” (Orwell 1945; Westad 2010, 3).

The sort of reinterpretation of the Cold War
that is necessary should now be clear. We hope
to flesh it out in the following discussion of its
major phases and key elements.

The Phases of Cold War

The roughly half century of the so-called Cold
War divides into three stages. Between 1945 and
1959, the opposed camps solidified. The Cuban
Revolution in 1959 opened a new phase which
continued to the end of the Vietnam War in 1975
and its immediate aftermath, a phase characterized
by increasing conflict between the West and the
Third World. It was marked by intense class and
international conflicts that shook the foundations
of the postwar order in the West and by rifts that
also emerged in the socialist camp. The last phase
began about 1980 when the Western position
appeared to strengthen; the reform process in the
USSR spun out of control, restoring capitalism in
Eastern Europe and the USSR by 1991; and the
Third World was laid low by the notorious IMF
and World Bank Structural Adjustment Programs
following its debt crisis.

1945–1959: The Solidification of Opposed
Camps
In retrospect, the momentous atomic bombing of
Hiroshima and Nagasaki can be taken to mark the
opening of the ColdWar. Unnecessary as it was to
win the PacificWar, it was a warning to the Soviet
Union and the world in general: Secretary of War,
Henry Stimson’s diaries “clearly showed that
before the atomic bomb had been tested, Ameri-
can leaders had begun to calculate that the new
force might greatly strengthen their hand against
their wartime ally, the Soviet Union” (Alparovitz
1985, 5).

Beginnings in the Middle East and the Balkans
By early 1946, the USSR’s refusal to join the
Bretton Woods institutions had already prompted
Kennan’s Long Telegram, whose “realist” policy
accepted that Soviet power could not be “rolled
back,” only contained. Soon thereafter, Churchill
had delivered his famous Iron Curtain speech.
From here on, the lines of conflict cracked apart
more and more of the world.

In the Middle East, the USA sought to displace
British influence with its own and ended up
confronting the USSR in 1946. It posed as the
defender of Iranian sovereignty (Hasanli 2006).
Its backing for Turkey against Soviet attempts to
secure access to the Black Sea (İnanç and Yilmaz
2012) led to the American Sixth Fleet being on
permanent station in the Mediterranean (Khalidi
2009). The following year, it intervened to defeat
a Communist insurgency in Greece (Jones 1989).
When Israel was founded in 1948, the USA
acquired a permanent beachhead in the region
though at the cost of provoking the radical Arab
nationalism (Shavit and Winter 2016) that over-
threw landlord monarchies in Egypt, Iraq, and
Syria and looked to the charismatic army officer
Gamal Abdel Nasser in Cairo for leadership
(Batatu 1984).

The USA did all in its power to block such
nationalist projects. In 1953, the CIA subverted a
popular attempt to take over the Iranian oil fields
and topple the Shah. The landing of American
marines in 1958 frustrated the ambitions of the
majority Shiite and Arab nationalists in Lebanon.
The CIA then contributed to overthrowing the
communist-backed Qasim regime in Iraq in
1964. Meanwhile Israel’s defeat of Egypt in
1956 and again in 1967 tied Israel more closely
to the USA and set back Arab radical nationalist
forces, allowing anti-imperialist feeling to be
channeled toward Islamic fundamentalism
(Lesch and Haas 2018).

The Soviet response to this US aggression was
muted. While Soviet economic and military sup-
port enabled Nasser to seize the Suez Canal from
British and French investors (1956) in a spectac-
ular move, the Soviets did not back communists in
Greece, which they considered part of the British
sphere of influence (Roberts and Suri 2011). For
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Marshall Tito, however, the Greek uprising was
an integral part of the wider Balkan revolution,
and he led Yugoslavia out of the Soviet camp,
rejecting Stalin’s control and continuing to aid
the Greek rebels, thus embarking on a new foreign
policy of nonalignment and experimenting with
workers control (Vucinich 1982).

The Yugoslav secession and the announcement
of the Marshall Plan, which proved attractive to
some in Eastern Europe, threatened the Soviet
sphere of influence there and provoked the
Stalinization of the People’s Democracies begin-
ning with Czechoslovakia (February 1948). Com-
munist parties nowmonopolized political life, and
economic planning became more centralized,
while purges, censorship, secret police surveil-
lance, and severe labor discipline became perva-
sive. While such methods industrialized these
hitherto mostly agricultural economies rapidly,
they also provoked workers’ revolts in East Ger-
many (1953) and most spectacularly in Hungary
(1956) and Poland (1956). Soviet troops were
used in Germany and Hungary, but in Poland the
new popular Communist leader Wladyslaw
Gomulka armed the workers against a threatened
Soviet intervention. Of course, repression was no
monopoly of communists. The USA and its
European and Japanese allies brutally repressed
the extreme left and reinforced authoritarian struc-
tures in occupied Japan and West Germany.

Nowhere was the intertwining of the political
and geopolitical economy of the ColdWar with its
military dimensions clearer than in the case of the
Marshall Plan, launched in the wake of the Greek
crisis by means of a manufactured “Red Scare” to
get Congressional approval. Much lauded for
making European recovery possible, it was in
reality unimportant to it. Instead, it served as an
export credit for dumping surplus US production
on Europe (Desai 2013, 96–99; Lens 2003, 349;
Kolko and Kolko 1972, 359–61) and as a political
weapon promoting the economic integration of
Western Europe, beginning with the European
Coal and Steel Community in 1951, and the
founding of the NATO alliance in 1949. Western
economic integration and rearmament in turn led
to the establishment of the Comecon in 1949 and
the Warsaw Pact in 1955.

The East Asian Theater
The 1949 Chinese Revolution surprised the USSR
but stunned the USA. “Losing China” infuriated
the China Lobby, invested in Chiang and banking
on the victory of his nationalists. Now the stage
was set for the Korean War between the USSR-
and PRC-backed People’s Republic and the
American-backed Republic of Korea in 1950.
Starting as a civil war, it turned into a contest
between the USA and the PRC for control over
East Asia, committing the USA to the defense and
expansion of capitalist East Asia. Secretary of
State, Dean Acheson’s, decision to intervene,
while undoubtedly motivated by anti-
communism, was also part of his “great crescent
strategy” linking northeast Asia and the Middle
East. Moreover, “South Korea was . . . essential to
Japan’s industrial revival” (Cumings 2010, 24–5).
While the Korean War ended in a stalemate that
divided the peninsula by 1953, it made the USA
more willing to back France in Indochina, begin-
ning its involvement there.

Africa and Southern Asia
British and French colonialism also faced chal-
lenges in Africa, Tunisia, Morocco, and, more
spectacularly, Algeria, while Nasser’s seizure of
the Suez Canal challenged the British and French
power more fundamentally (Smith 2008). The
50 or so states of sub-Saharan Africa, mostly
under British and French rule, began their march
to independence beginning with Kwame
Nkrumah’s Ghana (1955) and Sekou Touré’s
Guinea (1958). The USA was ambivalent. While
decolonization opened up markets and investment
opportunities for US business, national liberation
movements’ drive for economic autonomy and
friendship with the Soviet Union was threatening.
Unsurprisingly, the USA supported countries
willing to open themselves up to its business and
military interests, such as the Philippines, which
remained under USmilitary and economic control
after independence. While it could hardly oppose
Indian independence, the USA rejected her neu-
tralist foreign policy. It backed the nationalist
Achmed Sukarno against Communist rivals
(1949) but not other nationalists it deemed to be
under Soviet influence. It eliminated radical
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nationalists: Patrice Lumumba of the Congo
(1961) was assassinated and Mohammed
Mossadegh of Iran (1953) and Abdul Karim
Qasim in Iraq (1964) overthrown due to their
Communist associations. It also backed the
French and British drives to repress Communist
anti-colonial movements in Malaysia and
Vietnam.

Bandung
Meanwhile the ThirdWorld made its formal debut
on the world stage at the 1955 Asian-African
Conference in Bandung. Its leading figures,
Indonesia’s Sukarno, India’s Nehru, Egypt’s Nas-
ser, and Ghana’s Nkrumah, as well as China’s
Zhou and Vietnam’s Ho, expressed concern
about the laggardly pace of decolonization in
Africa, about Cold War tensions diverting the
Third World’s scarce resources to military pur-
poses and about continued Western domination,
what Soekarno called colonialism in “modern
dress”with its “economic” and “intellectual” con-
trol which needed to be replaced by what Zhou
Enlai called “complete independence” (Kahin
1956 44, 53). The Third World’s leftward tilt
was in evidence as the conference supported an
isolated China amid rising USA-China tensions
and drew her out of its US-led isolation just as the
Sino-Soviet split was beginning to widen (Kahin
1956, 15). China’s five principles of “peaceful
coexistence” – nonaggression, noninterference in
internal affairs, equality, cooperation, and peace-
ful coexistence – embodied in the recent Sino-
Indian “Panchsheel Treaty”, founded a distinct
Third World perspective on international affairs,
underlining sovereign equality against the univer-
salism that camouflaged theWest’s imperial inten-
tions and actions.

The Sino-Soviet Split
Before any anti-imperialist alliance between the
Third World and the Communist world could
solidify, however, differences between the Chi-
nese and Soviet Communist parties began emerg-
ing. Khrushchev did not consult Mao before
giving his secret 1956 speech denouncing the
Stalin cult of personality, exacerbating their per-
sonal animosity. There were other problems too:

the USSR refused to back China in its dispute with
Taiwan and the USA (1958); it demanded a naval
base on Chinese territory; it rejected Chinese
requests for help with its nuclear program. Within
China, economic difficulties following the Great
Leap Forward divided Mao from Chinese moder-
ates who Mao likened to the current Soviet lead-
ership, both capitalist roaders seeking peaceful
coexistence with the West rather than supporting
revolution and anti-imperialism. While the Sino-
Soviet split was complex, this political tension
was arguably fundamental (Mingjiang 2012).

For his part, Khrushchev pursued détente and
peaceful coexistence to avoid nuclear conflict,
departing sharply from Stalin’s Cold War rever-
sion to the Leninist view that war and antagonism
were essential to capitalism and the USSR had to
guard against it. However, though he negotiated
the neutralization of Austria and sought a unified
and neutral Germany, Khrushchev was more
aggressive than Stalin in supporting national
Third World liberation movements. Soviet aid to
Third World nationalist and Communist move-
ments under Stalin had been limited by the post-
war balance of forces and demarcation of spheres
of influence. Khrushchev not only continued the
long-standing Soviet connection to the
South African anti-apartheid movement, as the
1950s wore on, he covertly backed Lumumba in
Congo and Arbenz in Guatemala and ventured
into an economic and military alliance with Nas-
ser in Egypt. Indeed, under pressure from the
increasingly critical Chinese, Khrushchev even
challenged Kennedy during the Berlin Crisis.

1959–1981: The Cold War Peaks – The Cuban
and Vietnamese Revolutions
The 1959 Cuban Revolution and the 1961 Soviet-
Cuban alliance opened the second phase of the
ColdWar which would end with the USA’s humil-
iating defeat in Vietnam and its aftermath. In this
phase, an assertive Third World, aided by the
USSR, successfully challenged American domi-
nance even in its own “backyard,” Latin America
(Hough 1986), revealing how far US and Western
abilities fell short of their ambitions.

More broadly, the Third World followed up
Bandung and the successes, greater as well as
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lesser, of national development plans with a fairly
coherent international front. It was institutional-
ized, inter alia, in the Non-Aligned Movement
(NAM), the United Nations Conference on
Trade and Development (UNCTAD), the Organi-
zation of the Petroleum Exporting Countries
(OPEC), and, to cap it all, the demand for a New
International Economic Order (NIEO), which
explicitly recognized the opposition between
Western demands for openness and the need for
protection in Third World development (Murphy
1984). Such Third World assertion was
compounded by, and related to, the onset of the
“Long Downturn” in the West (Brenner 1998). At
least one major authoritative account (Patnaik
1996), emphasizes the central role of rising com-
modity, particularly oil prices in the economic
troubles of the 1970s, which also exacerbated
differences within the capitalist world.

By the 1970s, the USA had to close gold win-
dow as the dollar came under more and more
pressure from European allies opposed to infla-
tionary Vietnam War spending. Currency and
trade volatility followed; stagflation plagued cap-
italist economies, while the Third World industri-
alized with practically free capital and the USSR
provided limited but still substantial support for
these developments. Amid defeat in Vietnam, US
and Western influence stood at their historical
nadir, and a veritable “global fracture” in the
world economy (Hudson 1973) was witnessed.

The Cuban Revolution
The USA had exercised informal control over
Latin America since the Spanish American War
of 1895–1898 (Grandin 2006). Though occupy-
ing only Puerto Rico and Cuba, it used armed
intervention at least 25 times in the Caribbean
and Central America to secure its interests
(Smith 2005, 50–75). However, this control was
not without its difficulties. By 1929 the USAwas
the leading foreign investor in Latin America,
supporting landlordism and military dictatorship.
However, the economic hardship of the Great
Depression caused political turmoil in 11 of the
20 Latin American republics. In El Salvador
(1932), Cuba (1934), and Nicaragua
(1927–1934), there was revolutionary violence

(Gould 2010, 88–120). Peru, Ecuador, Venezuela,
Mexico, and Brazil installed populist regimes,
coalitions of bourgeois nationalists, organized
workers, and peasants, which directed national
economic development and redistribution to sup-
press class conflict through national solidarity.
They naturally restricted American corporations’
activities (Conniff 2012). While Roosevelt’s
Good Neighbor Policy refrained from direct inter-
vention, the USA remained wary of populist
attempts, for example, to nationalize Mexican
oil, or of cautious steps toward land reform in
Guatemala.

Postwar, populism remained influential.
Brazil’s President Getulio Dornelles Vargas
(1950–1954) and Argentina’s Juan Peron
(1946–1954) challenged resurgent American
dominance (Bethell 2008; Turner and Miguens
1983) and the power of domestic landlords and
capitalists, introducing social welfare and labor
legislation and accelerating industrialization.
Eventually, however, the combined forces of the
USA and the dominant landed and merchant oli-
garchies forced them out of power. In this it was
helped by the 1947 anti-Communist Rio Pact, into
which it had corralled most Latin American
republics. It considered an attack on one member
as an attack on all. Nearly all Latin America was
caught in the US dragnet of counterrevolution. In
Bolivia, partial land reform and stepped-up Amer-
ican military aid contained revolution in 1952
(Zunes 2001, 33–49). In Guatemala, the CIA
overthrew the Arbenz government when it nation-
alized the United Fruit Company’s plantations
(Gleijeses 1991).

Though US control over Latin America
appeared all but complete as the 1950s drew to a
close, an unease lingered. There was widespread
resentment at US domination and the resulting
grinding poverty of the overwhelming majority.
In an emblematic event, a crowd, angered by US
support for the recently ousted military regime of
General Pérez Jiménez (1952–1958) and US con-
trol over the all-important petroleum industry
(McPherson 2003, 9–29), violently assaulted
Vice President Nixon’s motorcade during his
1958 visit to Caracas, Venezuela. The Cuban Rev-
olution (1959) erupted out of these conditions and
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raised socialist and anti-imperialist revolutionary
hopes throughout Latin America among intellec-
tuals, students, workers, and peasants. Their dom-
inance threatened domestic elites, and the USA
intensified its efforts to suppress Communists and
radical nationalists (McKelvey 2018).

US political and economic domination of Cuba
had led to political instability and recurrent dicta-
torship. Cuba produced tobacco, coffee, and
nickel but depended chiefly on sugar production
and export to the USA. In the 1950s, as the Cuban
economy stagnated, miring its largely rural popu-
lation in poverty, Fidel Castro came to lead the
Cuban Revolution against the US-backed dictator,
Fulgencio Batista. Alongside the Argentinian rev-
olutionary, Ernesto Che Guevara, Castro created
guerrilla units among sympathetic poor tenant
farmers of the mountains of Eastern Cuba
(Huberman and Sweezy 1968). As they scored
successes against Cuban regular forces, peasants,
trade unionists, and other liberal, Communist and
socialist opponents of the Batista dictatorship
swelled rebel ranks. By late 1958 Castro had
routed the Cuban army, the whole island was in
upheaval with revolutionary general strikes, and
the guerrillas advanced toward Havana. At the
beginning of January 1959, Batista fled, having
looted the national treasury, the USA failed to find
an alternative and Castro entered Havana in tri-
umph (Cushion 2016).

Since the revolutionary middle class was
small, Castro’s radical current easily seized the
initiative and put its stamp on the revolution
with the land reform of May 1959, dispossessing
the Cuban landed elite and US sugar companies
(Paz 2011, 25, 7387). The USA was furious and,
as early as December 1959, US President Eisen-
hower, flushed with success in Guatemala,
ordered the CIA to prepare for an invasion and
launched a campaign of sabotage to soften up
Cuba’s economy and defenses. With a force of
1500 Cuban exiles at friendly bases in Nicaragua
and Guatemala, the CIA launched the invasion at
the Bay of Pigs in 1960 under President Kennedy.
It was easily defeated by the local militia and the
Cuban regular army (Jones 2008).

The USSR had already offered economic aid,
agreeing to purchase most of Cuba’s vital sugar

exports at advantageous prices, and it now agreed
to defend Cuba from an expected second US
invasion by installing short- and medium-range
nuclear missiles on the island, a move that would
also reverse the strategic nuclear imbalance favor-
ing the USA and reinforce Soviet revolutionary
credentials in the face of Chinese criticism. The
clandestine installation of Soviet missiles precip-
itated the Cuban missile crisis of October 1962. It
brought the world closer to all-out nuclear war
than any moment before or since and was averted
only because Kennedy stopped at imposing a
naval quarantine of Soviet arms. This allowed
Khrushchev to stall the merchant fleet carrying
more missiles mid-ocean and agree to withdraw
Soviet missiles and nuclear weapons in return for
US undertakings not to attack Cuba and dismount
intermediate-range nuclear missiles in Turkey and
Northern Italy (Allyn et al. 1992).

The Cuban Revolution threatened the USA
seriously by setting an example of socialist revo-
lution and assertion of national sovereignty for the
rest of Latin America chafing under American
imperialism (Petras and Zeitlin 1968). Conditions
there were not significantly different from those in
pre-revolutionary Cuba. Seventy to ninety percent
of Latin America’s still largely rural population
had no land. Monoculture, unbalanced economic
development, and dependence on imports and
foreign capital characterized most Latin American
economies. Foreign, especially, US capital domi-
nated key sectors like banking, mining, and petro-
leum. US companies were increasingly involved
in new consumer industries like automobiles and
pharmaceuticals. When the Cuban Revolution
erupted, the $8 billion in direct American invest-
ment in Latin America represented a substantial
percentage of total American foreign investment.

Guerrilla Warfare and Counterinsurgency in Latin
America
The Cuban Revolution boosted US anti-
revolutionary resolve which peaked under Ken-
nedy. With the Cold War stalemated by the Berlin
Crisis in Europe and US investment rising in the
Third World, prevailing over Communist and rad-
ical nationalist forces became more urgent. Focus-
ing on that also helped deflect attention from
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rising dissatisfaction at home manifesting itself in
the civil rights movement and opposition to Cold
War conformity (Latham 2011).

Developments in the Third World also contrib-
uted to expanding US involvement there. By
1960, Che Guevara’s Guerrilla Warfare had
outlined the foco theory of armed popular revolu-
tion against organized state militaries. Guerrilla
nuclei or focos would create rather than await
revolutionary conditions; and the countryside
was the arena for revolutionary struggle and the
vector for its transmission to other societies
(Wickham-Crowley 2014). It became the manual
of guerrilla movements inspired by the Cuban
Revolution throughout Latin America, and a first
wave of focos appeared in Panama, Nicaragua, the
Dominican Republic, and Haiti and a second in
Columbia, Venezuela, and Guatemala.
Outflanking orthodox Communist parties prone
to legal forms of struggle and mass organizing,
these focos advanced a Bolivarian strategy of
people’s war which, it was assumed, the USA
could not control. By 1967, Guevara had made
Bolivia his base, fomenting revolution there, and
in Peru, Argentina, Chile, Uruguay, and Brazil.
However, he was captured and killed, and insur-
rectionary movements across Latin America
suppressed one by one (Besancenot and Löwy
2009). Their last gasp was an upsurge of urban
foci in Uruguay and Argentina which continued
into the 1970s. The foco concept had proved a
dead end and indeed bespoke not a revolutionary
strategy but the absence of one (Green and
Branford 2012, 91).

In this aperture, the USA arranged a coup
d’etat in Brazil and Bolivia in 1964 to quash
populist forces (Weis 1993; Field 2014), fixed
elections to oust a populist government in Guyana
in the same year, and military intervention in the
Dominican Republic to thwart what it deemed a
Communist takeover the following year. The
USA supplemented coercion with strengthening
Latin America’s substantial middle class of
farmers, merchants, bankers, industrialists, and
professionals through the Alliance for Progress
to foster growth and eliminate poverty, so inocu-
lating Latin America against revolution.
Announcing the Alliance for Progress a month

before the Bay of Pigs invasion, this alleged
Latin American Marshall Plan was projected to
combine $20 billion in public and private aid and
an estimated $80 billion of local capital to spur
growth. While its economic success was highly
questionable, it certainly helped insure against
revolution (Rabe 1999; Paterson 1989;
Livingstone 2009, 39–49).

In the 1970s, coercion resurfaced in US strat-
egy in Latin America’s Southern Cone. Nixon
ordered the assassination of René Schneider,
Chile’s constitutionalist army chief of staff, even
before the socialist Salvador Allende of the Pop-
ular Unity coalition became president. As he
began nationalizing public utilities, banks, and
basic industries, including the American-
dominated copper industry, and implementing a
major land reform, the US government, US cor-
porations, and the Chilean business elite
responded with an economic and financial
embargo as well as a campaign of terror and
sabotage. In 1973, pro-American military officers
including General Augusto Pinochet, acting in
close concert with American naval intelligence
officers, staged a coup d’etat, and President
Allende preferred to commit suicide in the presi-
dential palace than surrender (Harmer 2011).
When the military seized power in Argentina
30 years later (Munck 1998, 47–107), the Latin
America’s twentieth-century era of efforts to fos-
ter income redistribution and industrial growth by
policies of state intervention and limited protec-
tionism ended. Businessmen and bankers turned
to the army and police forces to suppress the
opposition, trade unions, and peasants. Multina-
tional and American capital was welcomed.
A new phase of American domination over Latin
America under the banner of neoliberalism had
begun, prefiguring the path the USA itself would
take in the 1980s (Petras and Veltmeyer 2010, 29).
Only the twenty-first-century Pink Tide would
end it.

Revolution and War in Vietnam
However, while scoring successes in these in
Latin American skirmishes, the USA was sliding
inexorably into the biggest defeat of its lifetime:
Vietnam. This ultimate proving ground would
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also unleash a wave of protest that shook not only
the USA but also France, Italy, and many other
capitalist states around the world. Moreover, the
struggle of the Vietnamese people inspired revo-
lutionary movements in Africa, the Middle East,
and Central America.

After the French defeat in Indochina, the USA,
in violation of the Geneva accords calling for
national elections in Vietnam, divided the country,
putting the Vietnamese republic in the south under
conservative mandarin, Ngo Dinh Diem, and
establishing SEATO in 1954 (Blum 1982). Ho
Chi Minh’s Democratic Republic of Vietnam
(DRV), founded in 1945, still controlled the
north and now faced the US-sponsored regime
equipped with an up-to-date army and police
force (Kiernan 2017, 400–11). For the USA,
dividing Vietnam like Korea or Germany was
preferable to conceding the entire country to com-
munism. The client frontline regimes could also
help contain communism, a task also made easier
by the growing Sino-Soviet split (Kolko 1985).

The Democratic Republic of Vietnam (DRV),
then isolated from its allies, the USSR and the
PRC, which affected to be preoccupied with
other matters, ineffectually protested US actions
and called for national elections. Soon, however,
it acquired a unique military strength based on the
deep and wide political legitimacy it cultivated
through its radical land reform. Between 1954
and 1959, an estimated 15,000 landlords were
killed and 20,000 imprisoned. The land was dis-
tributed to a peasantry organized into coopera-
tives, increasing agricultural output and
strengthening rural solidarity and party and state
control. These gains facilitated the conduct of the
war between 1960 and 1975 immensely, even
enabling industrialization over the next decade
with some 200 large and 1000 smaller industrial
plants constructed with Chinese and Soviet assis-
tance. Run along the orthodox Soviet lines of one-
man management, this industrialization forged a
modern industrial proletariat working on the basis
of cooperative labor. A comprehensive education
system, including university-level scientific and
technical training, reinforced the workforce’s ris-
ing sophistication.

Mass solidarity and revolutionary commitment
were, therefore, highly developed well before the
American phase of the war in 1965. They also
formed the modern educational, technical, and
industrial infrastructure for the People’s Army of
Vietnam (PAVN) as an up-to-date and highly
motivated military force capable of directly
confronting not only the South Vietnamese army
(ARVN) but, ultimately, the US military (Kiernan
2017, 422–30).

By contrast, political oppression and agrarian
class struggle exacerbated by the institution of
agrovilles or strategic hamlets, i.e., enclosed and
guarded compounds of peasants, fomented wide-
spread resistance to Diem in the south. By
September 1960, the Lao Dang or Workers
(Communist) Party of the DRV had called for
full-fledged armed struggle to overthrow of the
Diem government and unify Vietnam. By
December, opponents of the regime led by Com-
munist Party members created the National Lib-
eration Front (NLF) in a secret meeting in the
forests north of Saigon. As cadres flowed from
the north, NLF forces began to win important
engagements against the ARVN in the spring of
1963 amid growing rural political mobilization
and despite stepped-up US military aid (Kiernan
2017, 411–22; Elliott 2003).

Paradoxically, the Sino-Soviet split redounded
to the DRV’s benefit with the Communist coun-
tries competing to lend support and prove their
revolutionary commitment. As in the KoreanWar,
moreover, China feared an American attack close
to its own border (Mandel 1975; Khoo 2010,
3–42). Kennedy had dispatched 16,000 American
advisors before he died in November 1963. They
provided Diem’s army with military advice,
mobility, and firepower. The republic’s army
moreover began to be deployed more against its
own population than the DRV. The problem was
that Diem’s social base lay in the Catholic minor-
ity (10%), and by the Spring of 1963, the repres-
sion of the Buddhist majority had already led to
such widespread and spectacular demonstrations
that Kennedy was forced to oust Diem and deepen
US involvement.

Political chaos, upsurge of NLF attacks, and
growth of neutralist sentiment ensued after
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Diem’s ouster. Amid popular uprisings and land
seizures across the countryside, military officers
launched coup after coup in Saigon until General
Nguyen Van Thieu stabilized matters through
sheer military repression cloaked with a veneer
of constitutional government, corruption of the
highest ranks of the military, and alliances with
the long-standing Chinese and emerging Viet-
namese merchant and business classes. By the
end of 1965, there were 180,000 American troops
in Vietnam, and their number increased to more
than 550,000 by 1968, backed by about 2 million
more supporting them in neighboring countries or
offshore.

Unable to confront massed US power in posi-
tional combat, the DRV resorted to a strategy of
protracted conflict in which small units aimed to
inflict a maximum of casualties and force the
dispersal of enemy forces while awaiting a deci-
sive response from the southern populace. This
strategy proved effective against the political and
military incapacity of the RVN and the ARVN and
weakening American resolve and culminated in
the famous Tet Offensive. On January 30, 1968,
Vietnam’s New Year’s Day, some 84,000 troops
of the NLF and PAVN attacked major southern
towns and cities, massively supported by the rural
population, while the PAVN stepped up its offen-
sive against the major American marine base at
Khe Sanh close to the DMZ and the Laotian
border. There, 6000 marines were besieged by
some 40,000 PAVN troops.

The Tet Offensive stunned the Johnson
Administration, discredited it politically and
fueled the gathering anti-war movement, ampli-
fied by the civil rights, black liberation, and stu-
dent movements. Johnson also had to contend
with international dissatisfaction as budget and
current account deficits, caused by the combina-
tion of runaway spending – on the Great Society
domestically and the war abroad – undermined the
value of the US dollar (Willbanks 2007). He was
forced to abandon plans to send more troops to
Vietnam, order the suspension of bombing in the
north, and open peace negotiations. He also
announced that he would not run for a second
term as president leaving Richard Nixon to extract
the USA from the Vietnam quagmire through his

policies of Vietnamization and rapprochement
with the People’s Republic of China (Kolko
1985). The DRVwon because its fighting capacity
remained intact, indeed grew as the Communist
regime fought the war not only militarily but
politically, keeping their people solidly behind
what they considered a just war, while the USA
increasingly came up against economic, financial,
and political limits.

The Vietnam War reverberated far beyond
Indochina. While the protests of the 1960s proved
to be a flash in the American pan, in France they
fomented a genuinely revolutionary crisis in May
1968 which failed to achieve lasting change
despite en masse working class support for the
revolutionary general strike only because the
Communist Party leadership refused to take
charge (Abidor 2018). The French upheaval was
echoed worldwide in countries as diverse as Great
Britain, West Germany, Mexico, South Korea,
Burma, Japan, the Philippines, Ethiopia,
South Africa, and Turkey, and in Italy protests
began earlier and were more prolonged than in
France (Gassert and Klimke 2018; Christiansen
and Scarlett 2013). Communist success in Viet-
nam also inspired Third World intellectuals and
peoples to deepen the anti-imperialism of decolo-
nization by confronting the landed and mercantile
elites that stood in the way of autonomous and
genuine development. Central America became
particularly febrile. In Nicaragua, a popular revo-
lutionary front toppled the long-standing dictator-
ship of Anastasio Somoza in 1978. A low-level,
but increasingly well-rooted peasant insurgency
re-emerged in Guatemala. In El Salvador, Marxist
guerrillas mounted a challenge to the power of the
coffee and cotton oligarchy during the 1980s.
Unrest exploded even in the Communist world,
where challenges to bureaucratic socialism devel-
oped in Czechoslovakia and China (Gassert and
Klimke 2018).

Defeat in Vietnam handicapped US responses
to these Marxist-inspired upheavals, in its “back-
yard” and farther afield in Guinea-Bissau, Angola,
Mozambique, Southern Rhodesia, and even back-
ward Ethiopia. In West Asia, the Marxist People’s
Democratic Party seized power in Afghanistan in
1978, while Marxist revolutionaries worked to
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overthrow the US-backed Shah in Iran the follow-
ing year but lost control to religious revolution-
aries riding the same anti-American wave.
Inhibited by Vietnam Syndrome, the USA
refrained from direct intervention but deployed
indirect low-intensity warfare against Third
World liberation movements, using counterrevo-
lutionary social and military elements, new mili-
tary technologies, and economic pressure to
contain and tame them (Klare and Kornbluh
1988).

The oil crisis came amid all this. As late as
1968, British and American oil companies con-
trolled nearly 78% of world oil production, about
61% of refining and more than 55% of marketing.
However, the 1970s witnessed a wave of nation-
alizations of oil industries throughout the Third
World (Fattouh and Sen 2018, 73–77), and in
1973 even conservative governments in Nigeria
and Indonesia joined with radical nationalist
regimes such as Libya and Algeria in OPEC to
quadruple oil prices and double them again in
1978. It was arguably the most serious blow the
Third World dealt to US power.

The USA scrambled to salvage its position.
Being a major oil producer and home to major
players in the world oil market helped. It rejected
proposals to recycle OPEC’s oil surpluses through
a multilateral facility to finance oil importers and,
instead, persuaded Saudi Arabia and the other
OPEC oil states to recycle petrodollars through
Western banks. While this launched the long-term
trend of financialization, in the short run, desper-
ate to earn interest on funds they had accepted in
an era low, even negative, real interest rates,
unable to lend in the stagnant West, Western
banks went on a lending spree in the Third
World and even the Communist world, not only
easing the oil crisis but also financing new phases
of industrialization with practically free capital.

Saudi Arabia’s new found oil money subtly
influenced the evolution of the Middle East in a
conservative direction favorable to the USA over
the next decade, and with the September 1978
Camp David Accords ending the state of war
between Israel and Egypt, the erstwhile enemies
became allies and US clients.

1981–1991: US Victory?
Whether the West won the Cold War and proved
the superiority of capitalism depends on the
answer to two questions, those of the economic
fate of the West and of why the USSR and the
Communist regimes of Eastern Europe fell. They
are often lumped together: the latter happened
because the West was superior, it is believed. In
fact, they are unrelated.

The Fate of Western Capitalism
The Long Downturn of the advanced industrial
world had mired it in an unmanageable combina-
tion of lowering profits, low growth, employment
and wage levels, rising inequality, and a declining
dollar since the 1970s. Having spent the 1970s
trying to overcome it with the postwar economic
policy toolkit amid a resurgence of the left and
union militancy, with the Volcker interest rate
shock of 1979, Western economies radically
changed the direction of economic policy-making
to a neoliberal one where not high employment
but low inflation was the overriding concern. Neo-
liberalism won chiefly because its opponents,
organized labor, and its political parties proved
surprisingly weak.

Zealous neoliberal ministrations, however,
failed to revive productive economies but ensured
the nearly universal financialization of the
advanced capitalist economies which peaked in
2008 and is still with us. Specifically in the USA,
Reagan inaugurated his presidency with the mas-
sive tax cuts for the rich that still distinguish
Republican administrations, deregulation of the
economy, attacks on organized labor, renewed
Cold War rhetoric justifying what looked like a
new arms race but turned out to be little more than
massive subsidies to corporations to fund the
Strategic Defense or “Star Wars” initiative, and
covert support for insurgencies against radical
governments in the Third World, from Nicaragua
to Afghanistan, which were now added to the
usual support for right-wing dictators
(Kirkpatrick 1979).

The fate of the Third World in the 1980s and
into the 1990s was determined by its debt crisis.
The recycling of petrodollars through US banks,
rather than through an IMF facility to channel oil
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surpluses to oil-importing countries in need of
finance, flooded Western banks with deposits
which they needed to lend to earn interest.
Lacking borrowers in the stagnant core capitalist
countries and subject to overcompetition in the
low real interest rate environment, they went on
a competitive lending spree in the Third (and even
the Second) World. This lending not only covered
the high import costs of many countries but,
where conditions were propitious, financed a
spate of (usually heavy) industrialization in the
Third World. Not the least reason for the Volcker
shock was to stem the flow of this practically free
capital to the Third World (Desai 2013).

The Volcker Shock worked and, more than
anything else, contributed to the appearance of
Western triumph in this last phase of the Cold
War. The Third World debt crisis erupted with
the default of Argentina, Brazil, and Mexico in
1982 and soon ensnared most Third World coun-
tries. Faced with a collapsing financial system, the
USA and the West responded with bailouts – the
term “too big to fail” has its origins here
(Ugarteche, forthcoming) – and enlisted the IMF
and the World Bank as international bailiffs.
Disregarding creditor responsibility, they imposed
a particularly regressive burden of the financial
crisis on Third World debtors alone, imposing
nearly two “lost decades” of development during
which many countries actually registered negative
growth. Dependent on imports of foreign oil,
expertise, and advanced machinery, many Third
World countries had no choice but to accept these
economic dictates. OPEC’s challenge also seemed
to wither. The Iran-Iraq War (1980–1988) proved
a means of dividing OPEC countries while
strengthening American influence over the Mid-
dle East. Reduced demand and new supplies of
North Sea, Alaskan, and Russian oil undercut the
OPEC monopoly. While the West derived many
benefits from laying the Third World low, includ-
ing declining commodity prices (Patnaik and
Patnaik 2016) and declining prices of wage
goods produced in the Third World among them,
it also paid the price of the accelerated financia-
lization of its economies.

Rather than reviving Western productive econ-
omies, neoliberalism financialized them.

Financialization was led by the USA and the
UK, but by the 1990s, Western Europe has joined
the game. Since then, US and Western economies
have malingered, capable of little more than
bubble-driven growth. By then too, important
changes were appearing on the horizon. Having
held so much of the Third World in their thrall, the
pro-Western biases even more blatantly revealed
by their intervention in the 1997–1998 East Asian
financial crisis, IMF and World Bank’s portfolios
began to shrink. The now famous Goldman Sachs
prediction about the fast growth of the BRIC
economies displacing Western dominance was
made. Communist China began giving the West
an economic run for its money. India, despite a
serious economic crisis in the early 1990s, con-
tinued the growth spurt that had begun in the late
1970s. Russia turned its back on the Shock Ther-
apy era, stabilized, and grew robustly under Putin.
And many Latin American countries began a new
chapter of growth with equity as one by one, left-
of-center governments took power in the so-called
Pink Tide. Only a few years into the new century,
as the 2008 bubble exposed the weaknesses of the
West’s financialized economic structure, multipo-
larity, not unipolarity, had become the byword.

Rather than giving the world a “peace divi-
dend,” the end of communism in the USSR and
Eastern Europe inaugurated a new era of US uni-
lateralism supplemented by far from enthusiastic
support from its Western allies in the form of rag-
tag coalitions of the willing, beginning with the
1990 Gulf War (Cooper, Higgot, and Nossal) and
continuing into US actions in Afghanistan, Iraq,
Libya, and elsewhere. Whereas as long as the
USSR existed, NATO undertook not a single mil-
itary intervention, it has been at war almost con-
tinuously since, albeit also increasingly
incoherently (Desai 2017). However, while, with
the USSR gone, at least for a time, the West was
less deterred, it was also less capable of
reorganizing the world to suit its interests. And
by the middle of the 2010s, as Russia’s determin-
ing involvement in Syria showed, it may no longer
be so undeterred.
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The Fate of European Communism
The fall of the Soviet Union and the Communist
regimes of Eastern Europe are usually attributed
to the USSR’s economic failures, lack of political
illegitimacy, or the stress of Reagan’s second Cold
War on its weakened economy. While these
beliefs contributed much to keeping the left
weak, they hold little water.

Rejecting these explanations, Kotz concludes
that “the ultimate explanation for the surprisingly
sudden and peaceful demise of the Soviet system
was that it was abandoned by most of its own elite
whose material and ideological ties to any form of
socialism had grown weaker and weaker as the
Soviet system evolved. It was a revolution from
above” (Kotz 1997, 6). It occurred when an
attempt to reform the Soviet system into a more
efficient and freer society was derailed into a
capitalist restoration by a section of the leadership
that had lost its commitment to any form of social-
ism. Once it happened, however, it became irre-
versible. Contrary to those who had considered
communism a “graveyard of nationalities,” Gor-
bachev conceded the end of Communist rule in
Eastern Europe with surprising ease and the
USSR itself disintegrated into its component
national units, revealing communism as some-
thing of a nursery of nationalities instead (on this
matter, see Suny 1993; Martin 2001).

Polish Solidarity
The need for reform first asserted itself in the
eastern periphery of the Communist Bloc.

For 12 years after the Prague Spring was
suppressed, Eastern Europe had remained politi-
cally quiescent. With Comecon working to supply
Eastern Europe’s industrial economies with oil,
they performed well, better than the stagflating
West. Poland first disturbed this calm. Having
borrowed from Western banks in the 1970s to
finance a failed export drive, its debts mounted,
its standard of living fell precipitously, and, begin-
ning in the summer of 1980, factory occupations
began. Under the leadership of Lech Walesa of
Gdansk’s Lenin Shipyards, a new national union,
Solidarity, was formed, winning the support of
dissident intellectuals and grassroots communists.
Its growing following forced the Party to

recognize its legality and the Party lost its monop-
oly of power. As the Party and Solidarity jockeyed
for position, General Wojciech Jaruzelski’s mili-
tary asserted itself, promising order and defense of
Polish sovereignty against any Soviet invasion. In
February 1981 he became prime minister and first
Secretary of the Communist Party, and by
December he had imposed martial law (Kowalik
2011).

While matters in other Eastern European states
were less dramatic, symptoms of economic stag-
nation and a loss of political will abounded. Mat-
ters now hung on developments in the USSR.

Soviet Problems
The long Brezhnev era (1964–1982) had deliv-
ered stability, a degree of prosperity and interna-
tional respect as the Soviet bureaucracy, having
ended Khrushchev’s frequent political reorganiza-
tions and threats to bureaucratic tenure, settled
down to a reformed Stalinism, softening police
terror and the cult of personality. Soviet citizens
were modestly affluent – with high education and
urbanization levels, plentiful housing and con-
sumer durables, job security, free medical care,
education, and generous social welfare. They
could take moral satisfaction in the greater degree
of equality and economic and personal security in
the Soviet Union over the West.

Internationally the USSR pursued strategic
parity with the USA, peaceful coexistence, and
Soviet predominance over China in the develop-
ing world. Parity in long-range nuclear forces had
been achieved by the end of the 1960s. The USSR
had also become a naval power with its permanent
naval fleets in the Mediterranean and Indian
Oceans. Exploiting differences within theWestern
alliance, the USSR also drew closer to de Gaulle’s
France and Brandt’s West Germany, eventually
forcing détente on the USA, concluding the
ABM and SALT I Treaties in 1971 and the
SALT II Treaty and Helsinki Accords in 1975.
Internationally, notwithstanding the setback of
the Chinese rapprochement with the USA and
the loss or Egypt, Soviet confidence was also
measured through its direct and indirect aid to
Cuba and national liberation and revolutionary

16 Cold War



movements in Nicaragua, South Africa, Ethiopia,
Angola, and Afghanistan.

However, by the 1980s, matters were made
difficult, not by Reagan’s tough rhetoric, which
merely served to justify his military
Schumpetarianism (Desai 2013, 171), but because
growth slowed as extensive growth based on cen-
tralized marshaling of surpluses of labor and
resources was exhausted. Further growth required
more intensive use of these factors through tech-
nological improvements, a more efficient organi-
zation of production, and more effective
allocation of resources between economic sectors,
and this required reforming Soviet planning, with
its inefficient allocation, obsession with quantita-
tive growth, especially in heavy industry, and lack
of feedback loops (Clarke 1996). However, the
Party had atrophied under Brezhnev. Position
and privilege were dispensed through patron-
client networks. Corruption, complacency, and
intellectual stultification crippled political and
technological innovation. While the need for
reform was clear by the 1980s, it was by no
means necessary to return to capitalism. That out-
come was a veritable trahison des clercs at the top
of Soviet society (Cohen 2009).

Gorbachev took power from the second of
Brezhnev’s two short-lived successors in 1984.
Leading a reform faction, he initiated perestroika,
economic restructuring, with bold opening
moves: sweeping personnel changes, dramatically
higher production targets, quality controls, higher
performance and discipline standards, and a
nationwide anti-alcohol campaign. Gorbachev
aimed for a sort of market socialism combined
with managerial and worker autonomy, coopera-
tives, small private businesses, and family farm-
ing on leased land. When Soviet bureaucracy
resisted, Gorbachev mobilized public opinion as
a counter. This was glasnost: greater openness in
public life, more access to information, freedom
of expression, press freedom, media, and cultural
freedom.

Internationally, Gorbachev met Reagan’s
empty bellicosity by calling for the humanization
of international relations amid growing interna-
tional interdependence and backed it up with con-
crete actions: declaring a moratorium on

deploying SS-20 intercontinental ballistic mis-
siles, unilaterally suspending underground
nuclear testing and meeting with Reagan in
1985, renouncing the arms race with a new mili-
tary doctrine of reasonable sufficiency instead of
parity and eliminating intermediate-range nuclear
missiles in 1986, withdrawing Soviet forces from
Afghanistan and abandoning the Brezhnev doc-
trine enjoining defense of socialism in allied
countries in 1988, and unilaterally cutting Soviet
military expenditures and troop levels in 1989.
Soviet foreign policy statements no longer spoke
of supporting national liberation movements, but
of comprehensive systems of international secu-
rity. States such as Angola and Nicaragua were
left to their own devices.

So far so good. Then came Gorbachev’s most
fateful decision: permitting organizations outside
Party control in 1986. Among the many that
mushroomed were liberal and nationalist groups.
Now the reform process began careening out of
control. As planning broke down without markets
replacing it, hoarding, scarcity, and inflation
became serious. Growth, which had spurted to
4% in 1986, fell to less than two in the next
3 years. Officials became increasingly obstruc-
tive. To top it all, democratic elections to broaden
support for reform produced a Congress of Peo-
ple’s Deputies that became a cockpit for rivalries
between so-called conservatives and emergent
liberal and nationalist factions. Their struggles
led to the end of the Soviet system (Cohen
2009). The liberal leader, Boris Yeltsin, had fallen
out with Gorbachev in 1987, and he now united
party leaders, intelligentsia, and elements of the
underground economy who championed a rapid
capitalist transformation based on liberal ideology
with considerable encouragement from the West.
At the same time, popular revolutions in Eastern
Europe, many inspired by Gorbachev’s initiatives,
overthrew Communist regimes aided by divisions
in the USSR.

The Cold War That Never Went Away

That was the so-called end of the so-called Cold
War. Thanks to the first revolution against
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capitalism and imperialism taking place on the
periphery of Europe, imperialism, already on the
decline with the onset of the 30 Years’ Crisis, took
the form of the Cold War, entering a peculiarly
European- and Western-centric phase. Despite the
obscene destruction it has wreaked on the Third
World in its attempt to impose complementary
subordination, the scorecard since 1914 is filled
with US and Western defeats and anti-imperialist
advance, including successes at advancing the
anti-imperialist project of achieving similarity of
economic structure and strength.

The Cold War does not end in a “unipolar”
world where capitalist societies are the only
model for the world and where the world enjoys
a peace dividend. Instead, by issuing to a New
ColdWar, it has sunk back as a mere chapter of the
longer struggle between imperialism and anti-
imperialism. The struggle is not completed but
has certainly advanced further. As core capitalist
economies malinger, they lose economic position,
principally to China but also fast-growing Third
World countries. Western inability to control
events in the rest of the world is increasingly
apparent as it reacts to these developments with
more fits of wildly destructive but still largely
impotent rage. The underlying motive for
imperialism – preserving complementarity
between the West and the rest – has not
disappeared; only the resources of the west in
pursuing it have dwindled, and those of the rest
in resisting it and achieving similarity instead
have grown. This accounts for both the continui-
ties of the Cold War with the stronger imperialism
that went before and the weaker one that persists
today. So we close our account of the Cold War
with an inventory of the key factors making for
the 1990s view that the ColdWar had ended with a
Western victory.

First and foremost, there was the sheer profun-
dity of the crisis of the 1970s. The West’s mere
survival in its throes – defeat in Vietnam, ailing
Western economies, a fracturing world economy,
rising socialist and nationalist tendencies world-
wide, and increasing divisions in the Western
camp and domestic strife –was taken for a victory
and given that it emerged from it under the lead-
ership of an assertive right-wing capitalist

leadership conveyed a certain capitalist trium-
phalism. However, both economically and mili-
tarily, the decades since demonstrated how vain its
efforts to revive capitalism were, indeed, how
perverse.

Secondly, disengagement from Vietnam was
key. It had proved deeply destabilizing, producing
the upheavals of the 1960s and the loss of confi-
dence of the 1970s. Like wars before it, the Vietnam
War produced revolutionary conditions, changing
lives, mobilizing populations, and transforming
consciousness in unexpected and radical ways.
Nixon’s step-by-step withdrawal from Vietnam
was crucial to stabilizing American society and
dampening down, if not extinguishing, unrest
abroad. When in the decade after defeat in Vietnam,
the Reagan administration appeared to score victo-
ries against the left in tiny states such as Nicaragua
and Grenada, and against a disintegrating USSR,
US and Western confidence was further boosted.

There was, thirdly, the weakness of the left. Its
importance cannot be overemphasized. Interna-
tionally, the Sino-Soviet split had been an unex-
pected boon to the capitalist West. Open
antagonism between Communist powers weak-
ened communist and radical nationalist forces
worldwide, and US diplomacy could pit them
against one another politically and militarily.
Meanwhile in the West, the power of reformist
and bureaucratic Communist parties and unions,
internal divisions within social democracy, and
New Left’s lack of discipline disarmed revolution-
ary mass movements while also conceding victory
to the forces of the New Right domestically.

Finally, neoliberalism appeared to many to
have restored capitalism and restored it on capi-
tal’s terms, rescuing it from its postwar bondage to
labor domestically and to the Third World inter-
nationally. As the 1980s and 1990s wore on, cap-
italist governments appeared to impose one
burden after another on working people and poor
countries. It was only at the close of the century
that the reality of the West’s bubble-driven, finan-
cial crisis-prone neoliberal pattern of growth
became clear and was spectacularly confirmed in
the 2008 financial crisis. The victory of capitalists
cannot necessarily ensure the health or longevity
of capitalism.
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