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PARASITIC FINANCE CAPITALISM AND 

HOW IT AFFECTS THE U.S. 

STEEL INDUSTRY 

More fundamentally, a key reason for the lag in 
U.S. steel technology and modernization is the over­
all parasitic character of U.S. finance capitalism itself, 
which will avoid making risky, long-term investments 
in certain industries in favor of quick money, fast re­
turns, and feverish speculation. We point out three 
features which have direct impact on the lag in U.S. 
steel. 

(1) Finance capitalism avoids long-term industrial
investments with slow returns.

First,finance capitalism, parasitic and moribund, 
avoids long-term investments in steel and the railroads 
which yield low returns and pose risks. The recent 
bankruptcy of Penn Central, for example, was partly 
due to the lack of monopoly capitalists willing to 
shore up the decaying railroad industry with low re­
turns requiring hundreds of millions of dollars of in­
vestment tied up for up to 20 years. With the vulne­
rability oithe economy to collapse more severe than "" 
in the 1930s (as we shall show later), with increasing 
uncertainty in the future of U.S. imperialism·, the big 
banks are not willing to back the crucial 20-year 
financing required to save the railroads and modem­
-ize the aging steel industry. 

(2) Parasitism: relative independence of finance
capitalism-it feeds on itself.

While the present level of investment in steel is 
even lower than it was in the sixth economic crisis of 
197 4-7 5, the finance capitalists are investing huge 
chunks of capital in get-rich-quick schemes for a fast 
buck, like gold, silver, real estate, Treasury bills 
and frantic specualtion on the currency exchange. 
While steel workers risk injury and death working in 
crumbling blast furnaces and get laid off in a decaying 
industry which is no longer competitive, their bosses 

are investing the surplus value squeezed from steel 
workers into the money market, which guarantee 
fast returns, low risk, and high profits. 

(3) Export of capital and certain, short-term, high
yield investments.

When capital isn't being invested to make huge 
paper profits for the finance capitalists, it is invested 
domestically in small, newer industries which involve 
quick returns and room for speculation: the fast food 
industry, lodging, oil services, etc. And international­
ly it means investing overseas in third world countries, 
where U.S.-backed fascist regimes guarantee low 
wages and cheap raw materials. Citicorp (part of the 
Rockefeller empire for example, ripped off more than 
13% of its $405 million total earnings last year from 
Brazil alone. And the Zenith plant in Chicago, follow­
ing the lead of scores of other run-away plants in 

electronics, textiles, automobiles, etc. closed and will 
reopen in Taiwan, where the Chiang-clique outlaws 
strikes. As Lenin said, 
As long as capitalism remains what it is, surplus ca­
pital will be utilized not for the purpose of raising the 
standard of living of the masses in a given country, 
for this would mean a decline in the profit for the 

·capitalists, but for the purpose of increasing profits
by exporting capital abroad to the backward countries.
In these backward countries profits are usually high,
for capital is scarce, the price of land relativelv low,
wages are low, raw materials are cheap. (Imperialism,
p .83).

The sickness of the steel industry in this country
is again only the tip of the iceberg. Today, not only
does the steel industry suffer from sfagnation and the
uneven development among the capitalist countries
since World War II, but a host of others, including
one of the three maior pillars of the economy-auto
(besides steel, the• other is construction). Today be­
cause of technological lag among other factors, one
out o( five cars brought new in the U.S. is foreign­
made. A recent Business Week article claimed that it
would take 85 billion in capital to bring Detroit
uo to the pointwhere it- could compete with foreign
automakers, particularly Japan and Germany.

Moreover, a host of other industries have stag-. 
nated after World War II. Seymour Melman has listed 
some of the lagging sectors due to the militarization 
of the economy: According to him, by 1968, U.S. 
industry operated the world's oldest stock of metal 
working machinery, with 64% _being ten years old and 
over. Railroads have stagnated tremendously and no 
U.S. railroad has anything in motion that compares 
with the Japanese and French fast trains. The U.S. 
merchant fleet ranks 23rd in age of vessels and in 
1966 the world average-age of vessels was 17 years, ' 
United States 21 and Japan 9. Even in the machine 
tools industry, in 1967, for the first time, the U.S. 
imported more machine tools than it exported. (Our 
Depleted Society, as quoted in Barnet.) 

Even the high-technology industries, like compu­
ters and commercial aircraft are facing difficulties. In 
aircraft in particular, the U.S. once unchallenged 
hegemony in the commerical aircraft market after 
World War II and particularly in jet aircraft is now 
facing tough competition with the development of 
Airbus Industries, a consortium of French, German, 
British and Spanish aircraft manufacturers. With the 
U.S. aerospace industry heavily propped up by mili­
tary orders, and with its traditional grip on the world 
market seemingly safe, the U.S. aircraft monopolists 
have paid scant attention to commerical aircraft 
development. The DC-10 is a case in point. Techno­
logically obsolete when it was first produced, because 
McDonnell-Douglas along with Boeing had cornered 
the materials, subcontractors and manpower neces­
sary for aircraft production, it could promise earlier 
delivery on the DC-10 while the technological-
































