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PREFACE AND ACKNOWLEDGEMENTS

I'have been teaching Sociology of Development courses atthe University
of Birmingham for many years but my research and writing have been
mainly concentrated on more general theoretical issues concerned with
ideology and historical materialism. I always knew that one day I would
wish critically to survey the evolution of theories of development in the
light of the experience gained in my previous theoretical explorations.
After all, it can be argued that historical materialism itself is, in many
ways, atheory of development and that, given its theoretical propositions
about the social determination of knowledge, it should have many
interesting things to say about other theories of development and their
evolution. The decision finally to go into this project was influenced by
two main factors.

Ontheonehand, Idetected a growing sense of crisis withindevelopment
studies. Dependency theory had been an attempt to criticize and replace
both orthodox Marxism and modemization theory, which seemed equally
to operate with a simple logic of determination. And yet its promise had
foundered because, in taking the logic of difference and heterogeneity
which divided the developed from the underdeveloped world to an
extreme, it had ended up falling into a new kind of simple determinism.
If, before, capitalism had been considered to be aninherently developing
force, now it was supposed to be an inherently underdeveloping factor.
The reaction against such a view was swift and devastating, as the
success of the ‘articulation of modes of production theory’ and then of
B. Warren’s ideas bore witness, but unfortunately it also meant a return
to the facile optimism of the old economic determinism and to the
anachronistic critique of old modes of production. In neither case could
capitalism be blamed forunderdevelopment. Development studies seemed
to be swinging from one unsatisfactory extreme to the other.
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On the other hand the ‘demise of dependency theory’, acknowledged
by almost everyone, including many Latin American academic circles,
personally challenged me in two ways. First, the most articulate critics
of dependency theory were European Marxists who rarely distinguished
between its various strands and carried out their critique from a very
orthodox and/or Althusserian position which I found profoundly mistaken.
At the centre of their onslaught was a refusal to see anything specific in
the situation of ‘peripheral countries’. Second, the best of dependency
theory came from Latin America, my own continent, and I felt that
although it had to be examined critically, greater care and attention had
to be used in the task. If that was done, I hoped, perhaps one would find
that the reports about its death had been greatly exaggerated. I wanted an
answer to the question as to whether there was any significant contribution
to be rescued from the passing of dependency theory.

This book represents an effort to grapple with these issues through the
discussion of theories of development and their evolution from classical
political economy onwards. It intends to show the sense of their
progression, which is determined by the very evolution of the capitalist
mode of production. But at the same time it seeks to emphasize that the
logic of determination cannot beconceived in generai and abstract terms,
as if the capitalist system were perfectly homogeneous all over the world.
Difference and heterogeneity within a basically common capitalist
framework must result from the specificity of historical processes of
classstruggle. Thebook wantsto show how the best strand of dependency
theory succeeds in reconciling the general determinants of the capitalist
system with the specificity of the Latin American situation in a way
whichabstract orthodox or Althusserian Marxism cannothopetoachieve.

Given my motivations and objectives, the book is naturally addressed
to those academics, scholars and social scientists in general who in
various ways and from different disciplines have been involved or are
interestedindevelopmentstudies. Academics more specifically interested
in Marxist debates may also, I hope, find this book of some interest.
However, because in the pursuit of my objectives I examine systematically
and critically the most relevant theories of development, many university
and polytechnic undergraduate students may find ituseful as a source of
information and assessment related to their courses in the sociology of
development.

Development theories are not only large in numbers but also usuaily
straddle, with differentemphases, various disciplines such as economics,
political science and sociology, not tomention psychology and geography.
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Additionally, they are sometimes constructed for, or have a particular
correspondence with, the more or less specific problems of geographical
areas such as Latin America, Africa, the Middle East, South East Asia,
and so on. My personal perspective and also the limitations of space
make it impossible adequately to cover all but the ones most relevant to
my own work. Ultimately, most books on development present a more
or less arbitrary selection and discussion of theories depending on the
preferences, discipline andbackground of the author, and the geographical
areas or countries in which she or he has developed an expertise. For my
part it should be clear that I tend to take what can be vaguely and
imprecisely described as a sociological approach and therefore will
concentrate on those theories which are most representative of the so-
called ‘sociology of development’. Besides, [ have an obvious preference
for theories and examples whose background is Latin American.

This book was partly written during a study leave in Chile. I am
grateful to FLACSO (Latin American Faculty of Social Sciences) for
letting me have free access to its library in Santiago. Without the
goodwill of its two librarians my task would have been much more
difficult. I also wish to thank Dr R. Gwynne for his patience in reading
the manuscript and commenting on its contents. I owe special thanks to
Professor Anthony Giddens for his early comments and suggestions on
the first outline of the book, for his valuable editorial advice and for his
constant encouragement.



INTRODUCTION

THE ORIGINS OF THE CONCEPT OF DEVELOPMENT

Any study of the concept of development must take into account its
historically determined character. Although it can be argued that
some forms of economic development and social change have existed
in most societies throughout history, consciousness of the fact that
societies develop and the conception that economic development
should be promoted are relatively new phenomena which arise in
precise historical circumstances. The very concept of development
appearsratherlate, in close connection with theemergence of capitalism
and the critique of feudal society. This is because, before the arrival
of capitalism, thereexistedmainlyagriculturalsocieties whose productive
forces — limited by feudal property relations — changed very slowly
over the yearsand whose economic output was consequently relatively
stagnant.! It was capitalism that for the first time allowed productive
forces to make a spectacular advance, thus making it possible for the
idea of material progress and development to arise. The agent of this
process and of the new concept of development is the bourgeoisie
inasmuch as it ‘cannot exist without constantly revolutionizing the
instruments of production, and thereby the relations of production,
and with them the whole relations of society.’?

Capitalism emerged from the contradictions of feudal society, in
pacticular from the class struggles which led to the breakdown of
serfdom and the undermining of peasant ownership of land.* These
processes culminated in the conscious political struggles of the
bourgeoisie which sought to dismantle those medieval institutions
that presented such obstacles to the increase in productivity as the
restrictions on free trade and on the personal freedom of workers, the
restrictive practices of guilds, the prohibition of charging interest on
loans, and so on. The first formulations of the new conception of
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development (or progress, as it was more usually called then) can be
found in the work of classical political economy which represented
the interests of the rising bourgeoisie. It was in the struggle of the
British bourgeoisie against the remnants of feudalism that the idea of
development was born. There is, then, a connection between the
“conception of development and the development of specific social
conflicts.

Thisrelationship between the concept of developmentand historically
determined social processes (which is only a particular formulation of
the more general principle of the social determination of knowledge)
can be applied to the subsequent development of political economy
and indeed to the general evolution of theories of development. Marx
was the first to propose such a connection in the case of political
economy when he argued that ‘the development of political economy
and of the opposition to which it gives rise keeps pace with the real
development of the social contradictions and class conflicts inherent
in capitalist production.’ *

Marx sought to show that for as long as working-class struggles
were ‘undeveloped’ or ‘latent’, political economy could remain a
genuine scientific enterprise. Its emphasis on the ‘real relations of
production’ attracted the opposition of Sismondi and others who
stressed the importance of distribution. As soon as working-class
struggles became more widespread and threatening, ‘vulgar’ political
economy substituted apologetics and politicalexpediency for scientific
research and dealt with appearances only. But it then attracted a
sharper and more general criticism, especially in Germany: ‘So far as
such criticism represents a class, it can only represent the class whose
vocationinhistoryistheoverthrow of the capitalist mode of production
and the final abolition of all classes — the proletariat.” Marx clearly
situates his contribution in this perspective and goes on to show how
the German bourgeoisie has tried and failed to ‘kill” Capital.® It can
be said, therefore, that Marx saw his own contribution as determined
by the development of class conflicts.

I want to argue that this crucial relationship must be extended to
cover, more generally, the development of development theories
throughout the history of the capitalist mode of production. However,
as capitalism becomes increasingly internationalized and a thoroughly
integrated world market is created, development theories will respond
not just to the class struggles and social contradictions of isolated
capitalist countries but to the contradictions and conflicts emerging in
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the world capitalist system, especially thosederived from the decolonization
process, the emergence and challenge of socialist countries and the
increasing separation between peripheral and central capitalist countries.

Within this framework I would like to do three things. First, to
situate the concept of development and map out the evolution of
development theories inrelationto the developmentofreal contradictions
and conflicts inherent in the increasingly internationalized capitalist
system. Second, critically to appraise the main theories of development
fromthe point of view of their ideological and conceptualunderpinnings.
I expect theories to range from the simply ideological conceptions
that, by remaining at the level of appearances, mask and talk out of
existence the social contradictions of capitalism; through others
whichrigorously analyse the relations of production which lie behind
the appearances of the market but wrongly treat them as self-evident
necessities imposed by natural laws, to those which accurately deal
with the inner relations of the world capitalist system and explore
their likely forms of change. Third, to identify the central categories
and concepts which allow us a better understanding of contemporary
development processes, especially those which allow to grasp the
productive processes which lie at the centre of development ‘in
definite historical form’.

DEVELOPMENT THEORIES AND PHASES OF CAPITALISM

I start from the premise that theories of development do not emerge
atrandom but are closely bound up with the evolution of the capitalist
system. This means that one must study theories of development not
only as conceptions of such and such an author of such and such an
academic tendency, but also as products of a particular period of

development of capitalism and its specific characteristics. In order to °

provide ageneral overview of this process of evolution and correspondence
between theories of development on the one hand, and the development
of capitalism on the other, I shall distinguish three main stages in the
history of capitalism:? (1) Age of competitive capitalism (1700-1860);
(2) Ageof imperialism (1860-1945); (3) Latecapitalism(1945-today).The
diagram shows the historical progression of the most important
theories of development and their correspondence with the three
stages of capitalism:

—
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ROUGH HISTORICAL MAP OF THE MAIN THEORIES OF DEVELOPMENT
(WITH ESPECIAL REFERENCE TO LATIN AMERICA)

CENTRE PERIPHERY

Competitive Capitalism (1700-1860)

Classical political economy
(Smith, Ricardo)

Historical materialism
(Marx, Engels)

Age of Imperialism (1860—-1945)

Neo-classical political economy
(Marshall, Walras, Jevons)

Classical theory of imnperialism
(Hilferding. Bukharin, Luxemburg. Lenin)

Late Capitalism (1945-1980)
1945-1966 Expansion

Theories of modernization ECLA’s analysis
(Hoselitz, Rostow) (Prebisch)

Theory of imperialism refurbished
(Baran)

1966-1980 Deceleration and Crises

Neo-liberalism Dependency theories
(Friedman) (Frank, Cardoso)

World system and unequal exchange Unequal exchange theories
theories (Amin)

(Wallerstein, Emmanuel)

Articulation of modes of production
(Rey)




* INTRODUCTION 5
Age of competitive capitalism

From the moment it got off the ground and up to the 1860s, capitalism
was mainly geared to the production of final consumption goods by
a multitude of small firms which ‘bought and sold in competitive
markets, used rudimentary, labour-intensive technologies and simple
organizational forms, and made rather low-quality products.’® This is
the stage during which the new industrial bourgeoisie had to struggle
to rid Europe of the last vestiges of feudalism and to gain political
power. This is also the time when capitalism, from its emergence in
Great Britain, began rapidly to expand all over the world. British
goods at the beginning and European manufactures soon after are
exported everywhere, Yet as Marx pointed out, ‘during its first stages
of development, industrial capital seeks to secure a market and
markets by force, by the colonial system.’® Investment abroad by the
new industrial countries takes the form of public loans and is mainly
directedtothe construction of railways and other means of communication
in order to open up the world to trade. Yet non-industrial, peripheral
countries still maintain local control of raw material production and
of capital accumulation.

In so far as the conception of development is concerned, two main
currents of thought emerged during this time, namely, political
economy and the thought of Marx and Engels. In correspondence with
the early struggles of the bourgeoisie as it sought to destroy the
remnants of feudalism, the thought of classical political economy
arose to propound the idea that the development of productive forces
or economic progress under the control of privately owned and
increasingly accumulating capital was the natural course forhumankind;
it was only that in the past it had been obstructed by artificial fetters.
The new conquering bourgeoisie and its ideological representatives
in classical political economy were quite confident that once the
artificial obstacles were abolished capitalism would impose itself as
the only and absolutely necessary mode of production.

Adam Smith and David Ricardo, the two main representatives of
classical political economy, believed that international trade had
important consequences for capital accumulation. For the former,
international commerce both helps overcome the limitations of the
internal market by allowing a country to sell its surplus production
abroad and extendsthe division of labour, thus increasing productivity.
Forthe latter, international commerce is crucial to bypassthe limitations
of internal agricultural production in order to lower the value of
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labour and increase profits. Countries are better off from the point of
view of accumulation if they specialize in the trading of goods which
can be produced with comparative advantages.'?

As we have already seen, classical political economy emerged at a
time when the open antagonism of capital and labour was not yet fully
developed. So writers conceived of capitalism as the absolute form of
production which can ‘never enter into contradiction with, or enfetter,
the aim of production — abundance. . .''' They interpreted any
contradiction within capitalism as either an accident or a necessary
law of nature. Thus for Ricardo crises were accidental and for Malthus
the poverly of the working class was necessary. Yet as soon as the
contradictions of capitalism began to surface and the class struggles
conducted by the working class progressively assumed amore systematic
and threatening character, ‘vulgar political economy deliberately
becomes increasingly apologetic and makes strenuous attempts to
talk out of existence the ideas which contain the contradictions.’'?

Simultaneously with the vulgarization of political economy, the
critique of Marx and Engels came to the fore in the wake of the new
struggles of the working class. Marx and Engels, too, see in capitalism
ahistorical necessity because as the most advanced mode of production
in history, it is capable of promoting the development of productive
forces to an unprecedented degree. Yet they refused to consider
capitalism as the natural and absolute mode of production and saw in
-the development of its inner contradictions the possibility of its
demise and replacement by a more advanced mode of production. As
the history of the theories of development corresponds with the
development of capitalism and its basic contradictions, one can
expect to continue to find in the new stages, following the ups and
downs of the class struggle, a fundamental opposition between those
theories which roughly support the capitalist system and those which
are critical of it and seek its replacement by socialism. Yet as the
historical circumstances change, so do the theories and the ways in
which they confront to one another.

The age of imperialism

During this stage the competitive capitalism of small firms is replaced
by the monopolistic control of the market by huge cartels and firms
whichuse ‘corporate formsofbusinessorganization’. The manufacturing
of intermediate or capital goods becomes the most important and
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dynamic sector of production, requiring considerable investment by
bigger firms which get their capital from an enlarged banking system. '
As a result capital gets increasingly concentrated and centralized and
is controlled by big financial institutions. The process of export of
capital from the industrial centresto the periphery becomes widespread,

seeking mainly the organization of large-scale production of raw !

materials. Consequently, in many cases peripheral countries lose
national control of bothraw material productionandcapitalaccumulation.
This is a period of rapid economic development and technological
progress. Capitalism is now firmly established as the predominant
mode of production in the world and the bourgeoisie, having acquired
political power in most industrial countries, now feels secure and no
longerseesitself in struggle against traditional institutions of the past.

Inthis context, the bourgeois concern with the problem of development,
and the necessary institutional changes to achieve it, is lost. As the
capitalist mode of production has struck firm roots and shows an

inherent dynamism, development is taken for granted. Classical.

political economy is abandoned and replaced by the neo-classical .

approach whose main concern is the theory of equ111br1um Walras,

Jevons, Menger and Marshall are its maini ‘representatives. Neo-.

classical thought is mainly concerned with micro-economics inasmuch
as it focuses its attention on the behaviour of individual economic
units and firms in order to ascertain how they determine what to
produce, in what quantities and at what prices within the general
equilibrium. Unlike classical political economy which took the point

of view of production, neo-classical thought emphasizes the sovereignty -

of the consumer in the market. Equilibrium will be reached when each
consumer gets maximum satisfaction withina general equation whereby
supply meets demand. The basic assumption is that the market is
‘perfect’ (each individual has complete information about, but cannot
on its own modify, prices), and that production techniques and the
preferences of the consumers are given.'*

Whereas classical political economy and Marx gave a central place
in their theories to the class structure of the capitalist mode of
production and dealt with individuals only in so far as they represented
and were determined by class relations, neo-classical thought tends to
consider only individual economic agents (producers or consumers)
who makerational choices in ordertoachieve the optimum satisfaction
of their needs.'’ Classes, and more generally, the whole socio-
political institutional set-up of society are disregarded as if they did
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not have any relevance for economic analysis. Separated from the
socio-political context, it is no wonder that development was thought
of as a process which presents no major problems and which evolves
almost automatically as knowledge and technology gradually expand.
As Meier and Baldwin put it, ‘first, neo-classical economists consider
development to be a gradual and continuous process. Second, they
emphasize the harmonious and cumulative nature of the process.
Third, they are generally optimistic concerning the possibilities for
continued economic progress.’ This is why ‘the problem of economic
development tended to subside into the background of economic
discussion’'® and economists turned their attention to smaller-scale
problems.

Insofarasinternational tradeis concerned, neo-classical economists
. did not go much further than classical political economists. They fully
” accepted Ricardo’s theory of comparative advantages. However,
" because the logic of Ricardo’s theory entailed that in the long term the
development of any society altered therelative values of raw materials
(especially food) and manufactures so that the prices of the former
tended to increase and the prices of the latter tended to decrease, they
were ready to transpose this conclusion, which Ricardo arrived at in
the context of a national economy, to the international context, in
order to maintain that countries specializing in the production of food
and primary products would benefit more from international trade as
manufactured goods become cheaper. As Palloix has pointed out, they
forgot that international trade, and more specifically the import of
cheap food, was for Ricardo the only way to reverse this trend and stop
the relative decline of industrial prices in England.'” So the producers
of primary products have no guarantee that in the exchange between
raw materials and manufactures theformerhavealong-termadvantage.

The changes in the structure of capitalist development which had
occurred by the end of the nineteenth century also prompted Marxist
thought to adapt and enlarge its traditional analysis. This is the origin
of the classical theory of imperialism which was developed by
Bukharin, Rosa Luxemburg, Hilferding and Lenin during the second
decade of the twentieth century. The theory of imperialism seeks to
account for the new features of capitalism such as the appearance of
monopolies as the result of the concentration of capital, the creation
of finance capital which is controlled by big banking institutions, the
export of capital to non-industrial countries and the territorial division
of the world among the advanced capitalist countries. They do not
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innovate in so far as the Marxist concept of development is concermed,
but rather follow the early vision of Marx and Engel which takes it for
granted that the forced expansion of capitalism abroad by means of
colonial conquest and the export of capital will eventually bring about
the industrialization of those territories. To this extent the classical
theory of imperialism,too, believes thatthe inherent characteristics of
capitalismcontribute to development; only, paradoxically, itdevelops
some doubts as to whether capitalism still has the same dynamism in
Europe itself!

Both neo-classical economics and the theory of imperialism were
reconditioned during the new circumstances which emerged in the
late 1920sandearly 1930. In the wake of a series of depressions which
culminated in the world crisis of 1930, the thought of Keynes shook
neo-classical theory, particularly in respect of the need for the state to
intervene to counteract the worst effects of depressions and secure full
employment. Herealized that withoutstate intervention it was possible
toreacha situation of equilibrium compatible with highunemployment.
Keynes was confident in the ability of capitalism to continue to
produce wealth, and only felt that economic science had shown little
imagination in devising rational policies which the state could follow
in order to correct the deficiencies and problems which arise during
a recession. However, from the point of view of the theory of
development many assumptions of neo-classical thought were still
maintained. As Weaver has pointed out, ‘in both the neoclassical
(micro) theory of price formation and resource allocation and the
Keynesian(macro) theory ofaggregate economicperformance, ignoring
non-economic phenomena is appropriate for discussing commodity
andexchange relationships.’'® Keynesian economics, to a large extent,
continues to abstract from the social relations which constitute the
economic structure and condition economic growth.

The theory of imperialism, in its turn, began to be reinterpreted
little by little in order to accommodate the plight of colonized
countries which did not show much evidence of having been put on
the path of industrialization and development by their colonial powers.
The first step was to concede that for as long as the colonial bond was
not broken, the development of third world countries would be
temporarily arrested. This change of perspective, of ficially sanctioned
during the 6th Congress of the Third International in 1928, was to
affirm that imperialism is an obstacle to the development and
industrialization of colonial countries. The idea was that independence
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would remove the major outstanding obstacle to development in these
countries,namely, colonialism, and thatconsequently either anational
capitalist economy would be able to resume its developing mission or
an alliance with the Soviet Union would make it possible for these
countries to leap over the capitalist stage altogether in order to pursue
asocialist path of development.'? Still there is practically no consideration
of the effects of imperialism on backward but formally independent
countries, The study of imperialism remains almost exclusively
confined to colonial or semi-colonial situations.

Late capitalism

During this stage the most dynamic sector of the capitalist system is
the production of modern consumer goods (cars, fridges, TV sets,
etc.) which is controlled by big transnational corporations. The
production of raw materials ceases to be carried out almost exclusively
in third world countries and is shifted on a massive scale to the
industrial centres.?® International capital in the metropolitan centres
is mainly exported to other metropolitan centres, but in so far as a
proportion of it goes to the newly independent third world, it is no
longer interested only in raw material production but, above all, in the
production of modernconsumption goods which can be sold internally
at monopolistic prices or exported cheaply to the metropolis. This
stage can be subdivided into two phases. The first one, from 1945 to
1966, is mainly a phase of economic expansion, rising profits and
accelerated development. The second, from 1966 until the present, is
.aphase of decelerated growth and of rapidly succeeding and increasingly
threatening recessions. '

Expansion After the second world war an important process of
decolonization starts all over the world and new independent nations
emerge everywhere. The new wave of nationalism in the third world
coupled with the expansion of socialism broughtabout by the Russian
war effort are a matter of great concern for the Western industrial
societies. The issues of social progress and economic development
are practically forced back into the agenda. For the first time the
poverty and economic difficulties of less developed countries come to
the fore and are recognized as genuine problems by the developed
world. In this context, development can no longer be taken for
granted, and a renewed academic interest in the study of the necessary
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conditions for, and obstacles to, development arisesi nthe metropolitan
centres. The direct investment by international companies accelerates
some processes of industrialization in the third world which nevertheless
remainheavily dependentonthe metropolitan centres, bothtechnologically
and financially. Due to the payment of royalties and interests, the
repatriation of profits and the payment forimported capital goods, the
net flow of capital favours the metropolitan centres. The new developing
nations suffer from chronic deficits in their balances of payments,
from inflationary processes and widespread unemployment.
Theories of modernization emerge which seek to explain the
process of development as a transition between two models or ideal
types, the traditional society and the modern or industrial society.
During the transition process, changes occur in different sectors and
structures of society which are not synchronized, and hence a mixture
of traditional and modern institutions and values is to be expected
which characterizes adeveloping ormodemizing society. This transition
is accomplished first by the developed countries, and the newly
developing nations are supposed to follow the same pattern of change.
The theories of modernization, therefore, seek to identify those areas
and social variables which should experience some specific changes
in order to facilitate the process of transition of the latecomers.
Some theories emphasize economic factors. Rg_s;_pw,z‘ forinstance,
describes various economic stages within which certain crucial areas
and rates of investment are necessary in order to progress to the next
stage. Other versions stress psychological motivations. McClelland,??
for example, argues that economic growth requires the development
of the motivation to do well in a class of entrepreneurs, the so-called
‘need for achievement’. Still other theories underline a more complex
set of sociological variables. Hoselitz>! and Germani,** for instance,
describe development as the necessary change from emotive, primary
and diffuse social relations to neutral, secondary and specific social
relations, from prescriptive to elective actions, from ascribed and
particularist roles to achieved and universalist roles, etc. Invariably,
though, these theories are teleological and take the advanced capitalist
Western societies as a model for all developing nations. The new
nations are bound to go along the same road and should expectto find
the same problems as those experienced by Western societies in the
nineteenth century. The diffusion of capitalist values, economic
attitudesand institutionsis deemedto be indispensable for development
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and therefore close contact with Western societies, especially through
unrestricted international trade, should be promoted.

At the opposite extreme, the Marxist theory of imperialism, in a
third evolutionary step, is further refurbished to account for the
situation of backwardness and underdevelopment after the abolition
of direct colonial rule. For the first time the theory of imperialism
focuses on the internal effects of the introduction of capitalism in third
world societies and carries out analyses which go beyond the problems
brought about by the more or less arbitrary decisions of colonial
powers. Paul Baran®® makes the most important contribution from this
point of view by arguing that in formally independent countries
imperialist powers enter into alliance with the local oligarchies and as
a result vital economic resources are partly syphoned off to the
metropolis and partly squandered in luxury consumption, thus preventing
accumnulation and development. Economic development everywhere,
but particularly in backward capitalist countries, comes into conflict
with the economic and political order of imperialism. Imperialist
countries are opposed to the industrialization of the underdeveloped
countries, and consequently they try to maintain the old ruling classes
in power. Development in the third world can only be achieved
through adetermined struggle against the internal conservative forces
which are propped up by imperialism.

The novelty which appears during the first phase of this stage,
however, is the fact that, in addition to the traditional confrontation
between bourgeois and Marxisttheories of European or North American
origin, for the first time in the history of the concept of development
some original contributions to the debate areproduced in the periphery
of the industrial world, specifically in Latin America. Later, during
the second phase of this stage, African and Asian authors will also
make important contributions. This shows the rising consciousness of
third world societies in general about what they see astheir disadvantaged
situation in the world economic system and expresses their political
will to achieve a betterdeal within the emerging post-war international
system. Thefirstcontributionsreflect the intellectual maturity achieved
by the Latin American continent which, unlike Africa and Asia, had
achieved its independence from colonial rule during the first quarter
of the nineteenth century and had already experienced the problems
of starting an import-substituting industrialization during the first
half of the twentieth century.
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In the late 1940s, the Economic Commission for Latin America,
ECLA, an international organization created by the United Nations,
under the chairmanship of Raul Prebisch, an Argentinian economist,
develops a body of thought which challenges some of the assumptions
of the theory of international trade.?* ECLA, too, wants to promote the
modernization and industrialization of Latin America, but sees some
problems stemming from international trade. According to their
analysis, the terms of trade are consistently deteriorating for raw
material exporters because they sell their products at international
prices which are below their real value, whereas central countries sell
their industrial products at prices above their real value. There is
therefore unequal exchange between centre and periphery, a terminology
which they were the first to introduce. This means that most developing
countries must export an increased amount of raw materials each year
in order to be able to continue to import (he same amount of industrial
goods. ECLA’s solution is to suggest that since the exchange of raw
materials for industrial products is unfavourable for the producers of
the former, Latin American states should promote, plan and protect an
import-substituting industrializationin order to become less dependent
on the industrial centres. The difficulty in this proposal is that the very
'_Egg_auhstitulin_gind_uctrializarion ilself depends on the expanded
export ¢ of raw materials to pay | for the neceasary 1mports of Capltdl
goods and technology B e o

A o gy

Deceleration and crises By 1966 a new phase sets in which is
characterized by a slowing down of economic growth and a falling
rate of profit in industrial nations. Simultaneously, most processes of
industrialization in Latin America have los! their dynamism and are
unable to go on into the phase of substituting internal production for
importsof capital goods. This crisiscontributesto createunemployment,
inflation and increased political instability, which will end up in the
widespread emergence of military dictatorships, starting with the
1964 military coup in Brazil and followed by coups in Argentina,
Peru.Bolivia, Chile and Uruguay. These regimes, with few exceptions,
will seek to enhance the participation of international capital as a way
ofovercoming the structural limitations of the industrialization processes !
and will adhere to the new neo-liberal and monetarist thought which
is becoming influential in the industrial centres at the time.

These new neo-liberal theories in the metropolitan countries attack
the Keynesian policies prevalent since the 1940s. If growth and
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development have become sluggish it is because of excessive state
interference, high taxation to support the_ hcavy,.burdegmgj‘yyplfare
state pollcles and, in_genera

0 ral, encroachments on free trade and_ free
markets. Economlst like Mlltonffledman propose to,aboj,lsh controls
and _protectf&?s’t“t’é‘rxffs cut down.on public expenditure 2 and keep a
tlght monetary grip. Neo-Tiberalism does not contribute much that is
new to the debate about underdeveloped countries, but it insists,
following Adam Smith, that it is a mistake to try to industrialize by
protecting inefficient ventures behind high tariffs, and that the free
interplay of market forces should allocate resources. What had been
the central plank of ECLA’s recommendations and of the Latin
American industrialization policies for several decades comes under
severe attack.

Atthe opposite extreme, new theories arise in Latin America which
are critical of both the theories of modernizatior and ECLA’s policies.
These are the theories of dependency. They draw in part on the.
classical theory of imperialism but challenge some of its assumptions
by focusing more specifically on the problems which the world
capitalist system causes in the periphery. Both ECLA and the Marxist
orthodoxy since 1928 have regarded the national bourgeoisies as
progressive and considered industrialization to be a process fundamentally
antagonistic to and opposed by the imperialist centres. The new
theories of dependence are sceptical about the liberating role of
national bourgeoisies and propose thatthe processes of industrialization
in the third world are the vehicle of imperialistic penetration and of a
new kind of dependence on transnational companies.

There are various kinds of dependency theory. The best known is
that of A. G. Frank.?” It has a great intellectual impact partly because
it is the first to appear but more fundamentally because it radically
questions what has hitherto been a received truth of both Marxist and
bourgeois theories, namely, that capitalism is essentially a mode of
production able to promote development everywhere. Frank rejects
this idea and maintains that capitalism is to blame for the continuous
underdevelopment of Latin America since the sixteenth century{He
conceivesof capitalismas a world system within which the metropolitan
centres manage to expropriate the economic surpluses from satellite
countries through the mechanisms of the international market, thus
producing simultaneously the development of the former and the
underdevelopmentof thelatter. Third world countries areunderdeveloped
because they are dependent within the world capitalist system. Hence
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by means of a socialist revolution.

Despite its appeal and widespread impact, Frank’s theory has been
severely criticized. First, because it defines capitalism in terms of/.-
orientation to the market and not as a mode of production. Second,
because it over-emphasizes the exploitation of certain countries as a
whole and pays less attention to the exploitation of their working"
classes. Third, because it confusesdependency withunderdevelopment,
whereas it can be shown that some countries like Canada are dependent:
and developed. A less well-known but more sophisticated theory of
dependency is that of Cardoso and Faletto.?® For them dependency
must not be used as a blanket concept which can explain all the evils
of underdevelopment everywhere. For a start they propose that even
within Latin America the situation of dependency is not the same for
every country and that although the conditions of the international
market and the strategies of international capital may be common,
they are negotiated in different ways by different countries depending
on their internal class struggles. This means that there is a specific’
mode of articulation between internal class structures and the mode of :
incorporation into the world market. Thus in certain countries a path
of dependent capitalist development is possible whereas in others
stagnation may result. The advantage of this approach is that it allows
the study of concrete situations of dependency instead of uncovering
asingleuniversalmechanism of exploitation applicable to all peripheral
countries.

ECLA’s analysis and the variousdependency theories which emerged
in Latin America in the 1950s and 1960s became quite influential in
the academic world of the industrial centres and in other underdeveloped
areas. The new theories which arise in the 1970s show that influence.
The most representative are the theories of unequal exchange of A.
Emmanuel and Samir Amin and the theory of the world system of I.
Wallerstein. They all start from certain basic intuitions taken from the
ECLA and Frankian analyses. For Wallerstein?® all the states within
the capitalist system cannot develop simultaneously by definition
because the system functions by virtue of having unequal core and
peripheral regions. But he adds an interesting feature: the role of being
aperipheral or semi-peripheral nation is notdefinitive. Core countries
and peripheral countries can become semi-peripheral and vice versa.
What remains is the unequal nature of the world system.

development can only occur when 5 country breaks out of the systerr:l"
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Emmanuel®®and Amin?! try to formulate and found in more rigorous
Marxist terms the theory of unequal exchange. For them the problem
is to show why and how in the exchange of commodities between
central and peripheral economies, the former appropriate part of the
value produced in the latter. They locate the problem in the low level
of salaries and the poverty of productive forces in the periphery.
Because of these circumstancesthe developed countries sellcommodities
to the periphery at prices that exceed their value, and buy from them
commodities at prices below their value. So every transaction means
a transfer of value from the underdeveloped country to the developed
one, which means that the rate of accumulation of capital is reduced
in the former and enhanced in the latter. Thus unequal exchange
I’results in unequal development. A major theoretical conclusion of
‘Emmanuel’s approach is to maintain that internal class antagonisms
have become marginal inthe industrial centres andhave beenreplaced
in importance by the conflict between rich and poor nations. In the
developed world the working class has been definitively integrated
into the system and shares in the exploitation of the third world. The
classical theory of imperialism detected this phenomenon (Lenin’s
theory of the labour aristocracy, for instance) but mistakenly believed

. that integration was only a temporary occurrence.

P.P. Rey*? and other French authors like Meillassoux and Dupré
react against unequal exchange mainly because, like Frank’s theory,
it bases its analysis on the international market and pays no attention
to the internal modes of production of the periphery. Their theory has
been appropriately called the ‘articulation of the modes of production’.
Unlike Frank, Rey rejects the idea that it is capitalism itself that lacks
dynamism in the periphery; the problem is that some pre-capitalist
modes of production in those regions proved to be far more resilient
and impervious to the attack of capitalism than feudalism was in
Europe. In other words it is no good blaming capitalism on its own;
the success of capitalism depends on the nature of the pre-capitalist
modesofproduction itis articulated with. The problem of underdevelopment
is therefore the result of a more protracted and difficult transition to
capitalism due to the fact that the processes of modernization and
urban industrialization in the periphery are dependent for a long time
on pre-capitalist modes of production in the countryside. Capitalism
couldemerge internally from feudal Europe because the feudal lords,
acting in their own interests, simultaneously served the interests of the
bourgeoisie by forcing the peasants out of their lands. In otherregions
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capitalism could not evolve from the native modes of production
because their ruling classes fiercely opposed it. Hence their resistance
had to be broken by force and this is the task that colonialism tries to
carry out with only partial success.



EArLY CapriTaLIsSM: CLASSICAL POLITICAL
EcoNnomMy AND MARX

THE CONCEPTION OF DEVELOPMENT OF CLASSICAL POLITICAL
ECONOMY

The expression ‘classical Political Economy’ was introduced by Marx to
differentiate between the scientific and the vulgar stages of the economic
thought developed by the representatives of the bourgeoisie:

Once and for all I may here state, that by classical Political Economy, 1
understand thateconomy which, since the time of W, Petty, has investigated
the real relations of production in bourgeois society, in contradistinction to
vulgar economy, which deals with appearances only, ruminates without
ceasing on the materials long since provided by scientific economy, and
there seeks plausible explanations . . .'

Political economists like Adam Smith, Ricardo, Malthus and John Stuart
Mill constructed their theories with the conscious purpose of influencing
the formation of policies and the political decisions of the day.? In this
they shared thenew bourgeois perspective according to which knowledge
was not only a passive contemplation of the truth, as it had been in the
theocentnc conception of the Middle Ages, but was mainly geared to
changingreality and nature to suit the happiness of human beings. Adam
Smith, forinstance, saw in the productive and accumulative character of
capitalism a solution to the profound historical crisis of feudalism which
originated in the fact that the surplus created by the feudal society was
squandered by unproductive workersandthe aristocracy, thuscondemning
society to be stationary.? In particular he wanted to oppose the Mercantilist
ideas that identified wealth with gold and silver and the physiocratic
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ideas that considered industrial labour as.unproductive. Smith was
particularly concermned with struggling against all narrowing of
competitionorencroachmenton free trade. Ricardo, in his turn, developed
his theory of value in the context of the controversy about the tariffs
imposed by the Corn Laws which impeded the free import of corn. For
Ricardo the struggle against protectionism was crucial in order for
capitalist profits and their progressive accumulation as capital to be
maintained.

Both Smith and Ricardo started from the premise that the capitalist
society they wanted to defend and promote was divided into classes.
Adam Smith contends that

the whole annual produce of the land and labour . . . constitutes a revenue
to three different orders of people; to those who live by rent, to those who
live by wages, and to those who live by profit. These are the three great,
original and constituent orders of every civilized society . . .*

The interests of both landowners and workers is directly connected with
the general interest of society since both rent and wages rise with the
prosperity and increased wealth of the society. This is not so in the case
of manufacturers because the rate of profit tends to fall with the
development of sociely, and therefore they seek to narrow competition,
which is against public interest.* This does not necessarily mean that
Smith is against the interests of the industrialists, but it does show that
Smith was writing at a very early stage of the development of capitalism,
when the memory of the feudal obstacles to free trade was still fresh. As
Dobb has argued, Adam Smith’s

doctrine can be properly understood only as a reflection of a period of
transition, whose problems essentially consisted in clearing the ground for
industrial investment and expansion, which he identified with the sweeping
away of obstructive and sectionally-protective regulation . . . ¢

For Adam Smith development. means the extension of the division of
labour and the application of machinery to the productive process so that
an increase in the productivity of labour could be achieved.” Insofar as
the objective of economic development is concened Adam Smith
proposes that

The riches, and so far as power depends upon riches, the power of every
country, must always be in proportion to the value of its annual produce, the
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fund from which all taxes must ultimately be paid. But the great object of
the political economy of every country is to increase the riches and power
of that country.?

The objective is thento increase the riches and those riches are a function
of the annual product. So Smith defines economic activity in material
terms, the physical production of material goods. It is important to
;understand that, for Smith, productive work is only that which allows the
- accumulation of material wealth and that, conversely, material wealth
has value only in so far as it embodies human labour :

There is one sort of labour which adds to the value ofthe subject upon which
it is bestowed: there is another which has no such effect. The former, as it
produces value, may be called productive; the latter, unproductive labour.
Thus the labour of a manufacturer adds, generally, to_the value of the
materials he works upon, that of his own maintenance, and of his master’s
proflt The labour of a menial servant, an the contrary, adds to the value of _
nolhmg )

..the labour of the manufacturer fixes and realizes itself in some particular
Subje(,lol' vendible commadity, WthhlaS[s for some ti st after that
labouris past.Itis, as it were,a ccrtam quantity of labour stocked and stored
up to be employed 1f neu:ssary, upon some other occasion.

1tself m cmy pamcular subject or ven 1e,gom37n__qd1ty

i

So, in Smith’s view, one of the factors which promotes development is
anincreasing proportion of the work force dedicated to productive work,
which is precisely the reverse of the situation in feudalism. But in
addition to this, and most important, there must be an increase in
productivity throughthedivision of labour which is achieved through the
expansion of the market and international trade. ' However, Smith was
not consistent in his labour theory of value and endeavoured to show that
profit and rent were also components of value with independence of
labour. As Clarke has pointed out, the purpose of this retreat was to justify
the distribution of the national product and to show the natural harmony
of interests among the main three classes of society. So although the
originality of Smith’s contribution to social science must be stressed  for
he was the first to analyse systematically the emergent capitalist society
interms of thefundamental class division between capitalists, landowners.
and wage-la labourers’ ' he failed to analyse the relationships between
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these classes in terns of the labour theory of value which he himself

outlined.

Dayid Ricardo, too, started from the existence of classes in society and
saw as the role of political economy the determination, of. the laws of
distribution according to which ‘the. produce of the earth . . . is d1v1ded
among three classes of the community, namely, the proprietor of the land,
the, owiler of the stock or caprtal necessary. for its cultivatict, “and the .

labourers by ho_se industry it is ted

s cultivated’.'? He further elaborates and
perfects the idea that the value of acommodity is the result of the amount
of labour incorporated into it, measured by the time taken to produce it.

So forhim, profits, wages and rent, the rewards of the main three classes
of society, could only come out of the fixed magnitude of value produced
by_the available_labour force, whatever the pattern_of distribution.
Ricardo found in the labour theory of value the clue to ascertain the way
in which distribution was carried out.

Whereas Smith firmly believed that the interests of the three classes
were essentially harmonic and saw it as ‘natural’ that the greater part of
capital was directed to agriculture because there it mobilizes a greater
proportion of productive labour,'* Ricardo presented the interests of
capitalists and landowners as diametrically opposed and sided with the
former. Landowners benefit from the fact that, as population grows, it is
necessary to cultivate progressively less fertile land with diminishing
returns. This pushes up rent and increases the price of con which leads
to a necessary rise in wages in the towns. This in its turn affects
industrialists who see their profits diminish as value is transferred to the
landowners. It is in the interest of manufacturers to lower the price of
food in order to lower the cost of labour, thus boosting accumulation. To
the natural bottleneck presented by the limited supply of fertile land,
Ricardo added the fact that the Corn Laws prevented the importation of
cheaper corn and the Poor Laws artificially increased the demand for
corn and stimulated the growth of population. This is why Ricardo
attacked the landowners, who in order to maintain high rents, opposed
the repeal of the Comn Laws.

Ric rdo, then, understood development as a process of self-sustained
accumulation of capital and growth which could be arrested only by the
limitations of available land. Schumpeter refers to this conception as
‘pessimist’, ‘stagnationist’ and revealing a ‘complete lack of
imagination’.'* But he does not give enough weight to the fact that
Ricardoconceded acentral place to the free import of corn as the essential
counterbalancing force to diminishing agricultural returns. As Ricardo
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put it, referring to food and raw materials, ‘let these be supplied from
abroad in exchange for manufactured goods, and it is difficult to say
where the limit is at which you would cease to accumulate wealth and to
derive profit from its employment.’!> A year later he reiterates: ‘I contend
for free trade in com on the ground that while trade is free, and comn is
cheap, profits will not fall however great be the accumulation of
capital.’'® However, the fact that both Adam Smith and David Ricardo
conceived of, and wanted to fight against, a possible ‘stationary state’ of
society, clearly corresponds to the situation of an early bourgeoisie
which is still struggling to impose its rule and which-is unsure of the
eventual results of its struggles. As Marx put it:

TheClassics, like Adam SmithandRicardo, representa bourgeoisie which,
while still struggling with the relics of feudal society, works only to purge
economic relations of feudal taints, to increase the productive forces and to
give a new upsurge to industry and commerce."

CLASSICAL POLITICAL ECONOMY AND BACKWARD NATIONS

Althoughthe main focus of attention of classical political economy is the
development of capitalism in Britain and, by implication, in Western
Europe, one can find plenty of references in their writings to the situation
of the less developed, non-European nations.'* They refer to them as
‘backward countries’ or ‘unimproving nations’. It cannot be said that
classical political economists constructed an elaborate theory about, or
carried out any systematic analysis of the nations they considered to be
backward and unimproving, butthey certainly tried to explain the causes
of their backwardness, and were especially interested in assessing the
impact and consequences of the European colonial expansion on these
countries. For most political economists European tutelage through
colonialism was the only way to break the millennial pattern of stagnation
of backward nations and to initiate them on to the road to progress.
However, some of them also saw and denounced some problems in the
way in which European countries organized the economic control of
their colonies.

Adam Smith for instance vigorously and consistently attacked the
monopolistic control of commerce with the colonies established by
Europeannations and denounced their mercantilist policies whichlooked
only for the importation of gold and silver. His concem stems mainly



EARLY CAPITALISM 23

from his resolute opposition to all obstacles to free trade. Thus he could
say, referring to the discovery of America, that ‘the savage injustice of
the Europeans rendered an event, which ought to have been beneficial to
all, ruinous and destructive to several of those unfortunate countries.’'®
Monopolistic colonial trade discouraged consumption and industrial
development in the colonies because they had to pay higher prices for
their imports and received less for their exports. Yet for Smith the
colonial monopoly of trade was not only bad for the colonies but also
particularly bad for the colonial powers that instituted it because it
promoted an unnaturally high rate of profit for the monopolistic sector
and an artificially high price system which led to a distorted and
inefficient allocation of national resources. This would prevent the more
rational and advantageous utilization of capital thus curtailing the rate of
growth of the whole economy. As Smith put it, the monopoly of colonial
trade ‘depresses the industry of all other countries, but chiefly that of the
colonies, without in the leastincreasing, but on the contrary diminishing,
that of the country in whose favour it is established.’*?

However, it would be a mistake to believe that Smith opposed
colonialism in general. He distinguishes between the economic and the
political aspects of it. In opposing the monopolistic control of trade by the
East India Company he nevertheless accepted that the company should
continue to govern India for the British crown in order to guarantee free
trade. For Smith colonial trade was advantageous for both the colonies
and the colonial powers as long as there was no monopolistic control of
it. As he put it,

We must carefully distinguish between the effects of the colony trade and
those of the monopoly of that trade. The former are always and necessarily
beneficial; the latter always and necessarily hurtful. But the former are so
beneficial, that the colony trade, though subject to a monopoly, and
notwithstanding the hurtful effects of that monopoly, is still upon the whole
beneficial, and greatly beneficial; though a good deal less so than it
otherwise would be.?!

Smith’s assumption was that if free trade were to be assured, the colonies
would have no problem in developing normally. So he did not really
question the British rule in America and India, he only challenged its
monopolistic economic policies and the specific way in which they were
enforced. Therefore Adam Smith did not blame colonialism or colonial
trade for the backwardness of non-European countries. True, the colonial
monopoly of trade was more hurtful to the colonies than to Europe, but
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colonial countries were backward and stationary before they were
_colonized just as China is backward without having been colonized.
‘ Backwardness for Smith had to do with internal factors which favour
i agriculture over industry and internal trade over foreign trade:

As the political economy of the nations of modern Europe has been more
favourable to manufactures and foreign trade, the industry of the towns,
than to agriculture, the industry of the country, so that of other nations has
followed a different plan, and has been more favourable to agriculture than
to manufactures and foreign trade.”

The consequence of this was spelt out clearly: ‘When a landed nation
... oppresses, either by high duties or by prohibitions, the trade of
foreign nations, it necessarily hurts its own interest . . .” Perfect freedom
of trade, the lack of barriers against foreign industry was for backward
nations ‘the most effectual expedient for supplying them in due time with
all the artificers, manufacturers, and merchants whom they wanted at
home.’??
As ].P. Platteau? has pointed out, Smith is exceptional among other
classical politicaleconomists inthathedoesnot propound as a justification
! for colonialism the paternalist conception that European countries have
"a civilizing mission to accomplish in the rest of the world. Smith
conceived of the British Empire as a vastcommercial enterprise to which
both Great Britain and the colonies should contribute and which should
benefubothonequaltenns. AttheoppositeextremeJ.B. Say distinguished
between ‘enlightened nations’ possessing a ‘superior civilization’ and
‘savage nations’ possessing an ‘inferior civilization’. The individuals of
the latter were rather passive and resigned, had a marked preference for
leisure and were incapable of any rational reflection and scientific
activity. As all nations must go through the same stages of progress, the
enlightened European countries had the duty and the right to help the
savage nations to become civilized:

It is ‘in the interest of the human species’ that the advanced European
nations must keep and even increase their influence in Asia. . . it is evident
that ‘withits despots and superstitions, Asiahasno goodinstitutionsto lose’
but ‘she could receive many good ones from the Europeans’.

Unlike Smith, Say believed that colonies were a burden rather than a
positive factor in the development and prosperity of the metropolitan
countries. Besides, for Say, in principle all peoples had the natural right
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to govern themselves. So he thought that ideally, in the interest of both
panies,colonized countries should become independent. Yet colonialism
was justified as a temporary measure for as long as backward countries
remained immature and were being educated in European values and
customs.

Similarly, inhis History of British India , James Mill took the view that
India was uncivilized by comparison with Britain, and in arguing against
the fictional accounts of the first travellers which described a fabulous
ancient Indian civilization he averred that ‘every thing . . . bears clear,
concurring, and undeniable testimony to the ignorance of the Hindus,
and the low state of civilization in which they remain.’?® The same
applied to China and other Asiatic societies. In describing the moral
character of Indians and Chinese he maintained that

both nations are to nearly an equal degree tainted with the vices of
insincerity; dissembling, treacherous, mendacious, t0 an excess which
surpasseseven the usual measure of uncultivatedsociety. Both are disposed
to excessive exaggeration with regard to every thing relating to themselves.
Both are cowardly and unfeeling, Both are in the highest degree conceited
of themselves, and full of affected contempt for others. Both are, in the
physical sense, disgustingly unclean in their persons and houses.?”

Ricardo, impressed by Mill’s account, wrote to him exclaiming: ‘*What
.a frightful obstruction to improvement does the immoral character of the
people of India present! '* For Mill the main cause of this situation was
political, especially bad laws and the despotic character of government
which destroyed morality and the motivation to work in the population.
As with Say, the only possibility of changing this picture was, for Mill,
the benign and enlightened tutelage of Europeans, even if they must
resort to some forms of authoritarianism. Again, Mill did not see much
economic advantage for the colonial power to be derived from its
civilizing task. Colonies were a burdenrather than a means for European
nay.jons to become rich. N
Q../ It is true, on the other hand, that there was among classical political
‘gj:conomists a clear perception about some of the excesses committed by .
f\\o[onial powers and about some fundamentaldifferences in the prosperit%
Qf various colonies which were related to the way in which they wer¢/
dministered. Smith, for instance, tried to explain the relatively successful
development of the British North American colonies in comparison with
the sluggishness of the British colonies in Asia and the Spanish and
Portuguese colonies in South America, in terms of the more liberal



26 EARLY CAPITALISM

policies pursued in the foriner which facilitated greater autonomy and
trade, and the more restrictive and monopolistic commercial practices
imposed on the latter. Malthus used similar arguments. Yet they never
questioned colonialism in itself and there was a tendency to over-
emphasizethe critique of the Spanish and Portuguese forms of colonization
in contrast with the supposedly more enlightened British approach. ™
Thiswasverynoticeable inMalthus who concentrated on thediftferences
between North and South American colonies. In the latter he accused
pain and Portugal of cruelty, violence. maladministration, and so on, to
the point thathe could invert the moral invectives of Say and James Mill:
‘Whatevermay be the character of the Spanish inhabitants of Mexico and
Peru at the present moment, we cannot read the accounts of these
countries without feeling strongly that the race destroyed was, in moral
worth as well as numbers, superior to the race of their destroyers.’?° The
English North Americancolonies, on the contrary, ‘faroutstrippedall the
others in the progress of their population. To the quantity of rich land
which they possessed in common with the Spanish and Portuguese
olonies, they added a greater degree of liberty and equality.’*>® That
althus’s point was not so much to praise the moral value of the natives)
as to attack the character of the Spanish colonizers in contrast with the
alents and tact of the British colonizersiwas shown by his multiple
remarks about the indolence, ignorance and improvidence of the Indians.
These bad habits are fostered by the natural richness and fertility of the
soil in those countries. The easier it was to make a living, the greater the
tendency to leisure.’’ In order to break this propensity to leisure new
needs should be stimulated, especially through intemational trade. As he
put it,

The greatest of all difficulties in converting uncivilized and thinly peopled
countries into civilized and populous ones, is to inspire them with the wants
best calculated to excite their exertions in the production of wealth. One of
the greatest benefits which foreign commerce confers, and the reason why
it has always appeared an almost necessary ingredient in the progress of
wealth, is, its tendency to inspire new wants, to form new tastes, and to
furnish fresh motives for industry.?

This concern with the motivation of the inhabitants of backward countries
was also shown by John Stuart Mill. According to him backward
societieshad a very weak ‘effectivedesire’ to accumulate, to work harder
and to save. Like Malthus he attributed this lack of motivation to the
favourable natural conditions in backward countries which generate the
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‘development of only limited needs in the population. But he also
followed his father’s belief that oppressive political institutions were
partly responsible for discouraging the right attitudes. This was, in J. S.
Mill’s view, the main problem in India before the British conquest.
Unlike J. Mill and Say, J.S. Mill saw colonization as advantageous for
European nations, because it allowed the possibility of investing capital
abroad and of getting cheap food stuffs, thus helping to counteract the
tendency for the rate of profit to fall. Yet he resolutely rejected the idea
that British existence and prosperity simply depended on getting new
markets abroad or that colonial countries suffered economic damage
under European rule. Colonialism for J.S. Mill was not only not
antagonistic to the interests of non-European nations but also benefited
the colonies more than the metropolitan countries. Although he criticized
the most blatant errors committed by the British rule in Ireland and India,
he saw colonialrule as necessary, especially f orimmature non- European
countries. As he put it,

Independence and nationality, soessential tothe due growth and development
of a people further advanced in improvement, are generally impediments to
theirs. The sacred duties which civilized nations owe to the independence
and nationality of each other, are not binding towards those to whom
nationality andindependenceareeithera certain evil, or at bestaquestionable
good. . .»

Mostclassical political economists, even those who were critical of some
of the colonial practices, justified colonialism on the grounds of its
civilizingrole and as the only way of stimulating theneeds and material
aspirations of the backward peoples. The benign and enlightened tutelage
of Europe was necessary for the backward nations to initiate their road
to progress. On their own, the economies of backward nations were
stagnant and could not advance the development of productive forces.
This was mainly due to the wrong attitudes of most of the people in these
nations: they had a preference for leisure, they did not want to work
harder and save for the future. Ricardo once said that if for any reason the
-wages of Irish workers went up, they would work less because with fess
effort they would satisfy their meagre needs. This was applied in general
to all backward nations. The lack of motivation was not innate but the
result of a variety of reasons such as hot climates, natural fertility of the
land and, above all, oppressive despotisms which did not reward effort
and discouraged trade and industry. All this could only be changed, in so
far as it was changeable, through the diffusion of values, international
trade and, in general, the civilizing mission which colonialism secured.
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THE CRITIQUE OF POLITICAL ECONOMY

Itis well knownthat Marx formulated his analyses of the capitalist mode
of production as a critique of political economy. However it would be a
mistake to believe that Marx simply rejected classical political economy

as. a.whole and in every respect. On the contrary, he respected its,
SClentlflC dchlevements and took from it 2 good number of key.c concepts

dlstmctlon between classical polmcal economy and vulgar political
economy. Marx simply dismissed the latter as ‘the evil intent of
apologetic’* which consists ‘in the falsification of the stmplest economic
relations.™ The balanced treatment of classical political economy by
Marx was a concrete application of his complex theoretical conception
about the relationships between ideology and science. It canbe maintained
that Marx dealt with classical political economy both in terms of science
and in terms of ideology. On the one hand, political economy achieved
scientific status in so far as it was able topenetrate the veil of appearances
created by the operation of the capitalist market to discover the real
relations which lay in the process of production. Thus for instance Marx
said that

Ricardo’stheory of values is the scientific interpretation of actual economic
life . . . Ricardo establishes the truth of his formula by deriving it from all
economic relations, and by explaining in this way all phenomena, even
those like rent, accumulation of capital and the relation of wages to profits,
which at first sight seem to contradict it; it is precisely that which makes his
doctrine a scientific system.®

. to examine how matters stand with the contradiction between the
apparent and the actual movement of the system. This then is Ricardo’s
great historical significance for science . . . Closely bound up with this
scientific merit is the fact that Ricardo exposes and describes the economic
contradiction between the classes.”

On the other hand, Marx accused classical political economy of having
asingularly unhistorical conception of development which was bound to
smudge over ‘all historical differences and see bourgeois relations in all
forms of society.’* Political economists conceived of the capitalistmode
of production as a natural and absolutely necessary process which in the
pasthad been hindered by artificial institutions.*® They failed to interpret
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capitalismasa transitory historical necessity. Twoconsequences followed
from this. First, bourgeois economists regarded their economic categories
‘a5 eternal laws and not as historical laws which are valid only for a
particular historical development, for a definite development of the
productive forces.”*? Second, they could not conceive of any
contradictions, crises or barriers which could adversely affect the
development of productive forces. The sufferings of the early proletariat
were interpreted as passing and accidental; poverty was construed as the
necessary ‘pang which accompanies every childbirth, in nature as in
industry.’*" In so far as classical political economy was unable to
understand the limited historical character of capitalism, and tended to
dismiss its contradictions as pangs of a natural process, it became an
ideological theory which distorted the true character of capitalism.

Marx recognized that classical political economists had the great’
scientific merit of having developed the labour theory of value, but he
accused them of not being consistent in its application. Smith correctly
- propounded the idea that only labour created value, but when he was,
confronted with the problem that there was a difference between the-
value of a commodity in the market and the value of the labour necessary
to produce it as expressed in the wage, he abandoned the labour theory
of value and resorted to the idea that the value of the commodity was also
created by capital and land. This is why Marx said that

Smith himself moves with greatnaiveté in a perpetual contradiction. On the
one hand he traces the intrinsic connection existing between economic
categories . . . On the other, he simultaneously sets forth the connection as
it appears in the phenomenon of competition . . . One of these conceptions
fathoms the inner connection, the physiology, so to speak, of the bourgeois
system, whereas the other takes the external phenomena of life as they seem
and appear and merely describes, catalogues, recounts and arranges them
under formal definitions. With Smith both these methods of approach not
only merrily run alongside one another, but also intermingle and constantly
contradict one another.*?

Ricardo criticised Smith’s retreat from the labour theory of value but he
did not see, let alone solve, the problem Smith had perceived. He
therefore accepted that the value of the commodity was different from
the value of the labour necessary to produce it. As Marx put it,

Ricardo simply answers that this is how matters are in capitalist production.
Not only does he fail to solve the problem; he does not even realize its
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existence in Adam Smith’s work . . . ‘They are not equal’, that is ‘the
quantity of labour bestowed on a commodity, and the quantity of labour
which that commodity would purchase’ [1. c., p. 5]. He contents himself
with stating this fact. But how does the commodity labour differ from other
commodities? One is living labour and the other matrerialised labour. They
are, therefore only different forms of labour. Since the diftference is only a.
matter of form, why should a law apply to one and not to the other? Ricardo
does not answer — he does not even raise this question.*

—  ————

g,mmlmmho_py_gghgsg_s_ it to appropriate u yriate unpaid surplus value produced
by the labourer. while formally keeping the equivalence of exchange
betweewpllal_.and labour. This surplu§ yalue is the source of capital
accumulation. Thismeansthatinaccordance with a consistent apphcatlon
of the Tabour theory of value, the accumulation of capital under the
capitalist relations of production is based on exploitative relations. The
contradictions inherent in those exploitative relations will eventually
erect a barrier to the continuous accumulation of capital. Against the
belief of classical political economy that capitalist production was
natural and absolute, Marx maintained that ‘it has its barrier, that it is
relative, that it isnot an absolute, but only ahistorical mode of production
corresponding to a definite limited epoch in the development of the
material requirements of production.’**

Itis interesting to note that one does not find in Marx a specific critique
of the classical political economists’ views about backward societies. On
the contrary, it is possible to argue that, in a certain manner, Marx and
Engels shared with the political economists the belief in the world
mission of European capitalism, and occasionally showed similar
prejudices as well. Ricardo’s comments onthe lazy [rishare matched by
Engels’sremark aboutthelazy Mexicans; whomMarx, in his turn, labels
as ‘les derniéres des hommes’. James Mill’s description of the moral
character of Indians and Chinese as compromised by the vices of falsity
and slyness can be compared with Marx’s remarks about the ‘heredltary
stupidity’ of the Chinese.*® True, none of the political economists
showed the degree of awareness about the cruelty and arbitrariness of
colonialism, or condemned it as forcefully as Marx and Engels did, nor
did they have any inkling of the possibility that colonialism might hinder
the development of colonies, an idea that Marx and Engels developed
after 1860. But on the whole, even when Marx and Engels advocated the
independence and self-government of some colonies, their point of
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reference and their main objective were the liberation of the British
proletariat and the advance of socialism in the most developed countries
of the world.

THE CONCEPT OF DEVELOPMENT AND HISTORICAL MATERIALISM

Although it should be clear that Marx’s concept of development must be
studied in the context of his materialist conception of history, the first
problem which such a proposition must confront is the fact that there are
alternative interpretations of historical materialism which differ in some
fundamental respects. It is not possible for me to get involved here in a
general discussion about the various interpretations of historical
materialism, ¢ but at the very least it is important to identify the existence
of an orthodox version which was constructed by and received crucial
inputs from Engels’s Anti-Drihring, the theoreticians of the Second
International both from the German SPD and the Bolshevik party, and
which was finally codified by Stalin.*’ Very briefly, the main elements
of the orthodox interpretation are the following:

First, historical materialism is considered to be an extension or application
of the principles of dialectical materialism to the study of society and
history. Second, consciousness is a reflection of material reality because
being, the material world, is prior to and exists independently of
consciousness. Third, productive forces tend to develop throughout history
and are the chief determining factor of changes in the economic structure
and, through it, of changes in the rest of society. Fourth, history evolves
through universal and necessary stages according to the progressive logic
of natural-like laws which inevitably lead humankind toward the classless
society.*

Aspects of this orthodox approach, especially the last two points, have
been intellectually strengthened by therecent resurgence of rigorous and
logically constructed ‘technological determinist’ interpretations of
Marxism in the Anglo-Saxon world, the best example of which is the
work of G.A. Cohen. Although I fundamentally disagree with this
interpretation, I accept that it has a strong basis of support in Marx’s
writings. However such a basis can be easily overrated by unilaterally
over-emphasizing one side of what must be recognized as some essential
tensions in Marx’s thought. These tensions have to do with (a) the
conception of dialectic, either as a universal principle of motion in nature
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or as a negative principle operating only in class societies; (b) the
understanding of consciousness, either as a mere reflection of material
-reality or as anticipatory of a practically constructed reality; (c) thé
mechanism of social change, either the primacy of productive forces or
the primacy of class struggle; and (d) the conception of history. either as
anatural process inexorably leading through some stages to a preordained
goal or as a non-teleological process practically made by human beings
within some limited options, Although all these tensions can be related
to Marx’s concept of development, the last two seem pamcularly?
relevant.

In so far as the mechanism of social change is concemed, the theory
thaty the autonomous growth of productive forces is the key to
understanding social change and economic development is well supported
by Marx’s texts throughout his intellectual evolution. The idea is that
each phase in the autonomous progress of productive forces brings about
new relations of production which are especially suited for the widespread
adoption of the new techniques, and which induce new political institutions
and ideas:

At a certain stage of their development, the material productive forces of
society come in conflict with the existing relations of production . . . From
forms of development of the productive forces these refations turn into their
fetters. Then begins an epoch of social revolution.*

Social relations-are closely bound up with _productive forces. In ucquiringd_

chanomg thelr mode of producuon 1££hgnglrlgthe_way oiearmng thenr
living, they change all_their_social relations. The hand-mill gives_you
society wnh the feudal lord, the steam-mill, society with the industrial
capltaflst _There is 2 continual movement of growthin producnve forces,
of destruction in social relations, of formation in ideas . . .%

However strong and decisive these and many other texts may appear to
be in favour of the primacy of productive forces, there are also passages
Wthh indicate that for Marx the advance of productive forces is not
always the original cause of development and that class str uggles should
also be considered as relatively autonomous causes of change. Thus for
instance in Capital Marx describes how the passage from handicraft to
manufacture does not entail a previous development, or the introduction
of new technology.*! Furthermore, in The German ldeology Marx and
Engelsseemn toargue that the ‘material elements of acomplete revolution’
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are two relatively independent factors and not just one: ‘onthe one hand
theexistingproductive forces, ontheotherthe formation of a revolutionary
mass, which revolts’.>2 But even if the weight of textual exegesis favours
the primacy of productive forces, I think there are compelling arguments
not to accept them as a sound explanation of change.

In effect, productive forces just as much asrelations of production are
social results or circumstances produced by human practice. As Marx
puts it, nature ‘builds no machines, no locomotives’, productive forces
are ‘the products of human industry’, ‘they are organs of the human
brain, created by the human hand’,5* ‘the result of practically applied
human energy’.>* They certainly condition human activities, but human
beings can and do modify them, and for Marx this shows ‘that
circumstances make men just as much as men make circumstances.’*>
"Change itself is certainly conditioned by objective circumstances, but it
cannot be fully accounted for as amere effect of objective circumstances:
only human practices, class activities and struggles can bring about
change in society. Brenner has conclusively shown how in pre-capitalist
societies themere appearance of a new technique is unable to induce the
economic actors to adopt it without first changing the property relations
into capitalist ones. But the new technique cannot by itself bring about
that change in the property relations; they change only as a result of
various processes of class struggle;-

Thisis the reason why there is a difference in the pattern of development
between Eastern and Western Europe from the fifteenth century onwards.
Inmost of Western Europe the peasantry struggled and broke away from
feudal subjection by the mid-fifteenth century, whereas in Eastern
'Europe they failed to achieve freedom. What is crucial in Brenner’s
argument is the contention that ‘the question of serfdom in Europe cannot
be reduced to a question of economics’ or to a question of technology.
The class conflict betweenlandlords andpeasantshad different outcomes
‘indifferent places. In some places it resulted in the breakdown of the old
structures, in other places it resulted in their restrengthening. Thus he
argues that there is an ‘element of indeterminacy’ of the results of these
class conflicts in different regions. Not that these results are totally
-arbitrary, but they are

bound up with certain historically specific patterns of the development of
the contending agrarian classes and their relative strength in the different
European societies: their relative levels of intemal solidarity, their self-
consciousness and organization, and their general political resources.”’
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The development of peasant solidarity appears to have been far greater
in Western than in Eastern Europe, which resulted in a greater ability in
the West to resist seigneurial reaction. This is the cause of the economic
backwardnessinEastern Europe, aclass structure that precludes increased
productivity. But not even in the West did the collapse of serfdom lead
automatically to capitalism or successful economic development
everywhere. Itall depended on the degree of success of peasantstruggles.
In England the peasant revolts of the sixteenth century failed, allowing
the English landlords to control most of the cultivatable land. This
allowed the emergence of the tripartite class pattern: the landlord, the
capitalist tenantand the wage labourer, which transformed agriculture in
England.

So, the reason why agrarian capitalism flourished in the eighteenth
century in England and resulted in the industrial revolution while
agrarian backwardness was prevalent in France must be sought in the
structure of ownership of land. Whereas in England land could be con-
centrated in large estates, in France the peasantry secured proprietorship
of the land to a far greater extent. According to Brenner, economic
development depended on

the emergence of a specific set of class or social-property relations in the
countryside — that is, capitalist class relations. This outcome depended, in
-turn, upon theprevious success of atwo-sided process of classdevelopment
and class conflict: on the one hand the destruction of serfdom; on the other,
the short-circuiting of the emerging predominance of small peasant
property.*

In showing the crucial importance of class struggles and class structures
for the failure or success of economic development in Europe, Brenner’sg
historical studies contribute to strengthen a version of historical
materialism which moves away fromtechnological determinism. Hence,
the tension in Marx s writings between the primacy of productive forces
andtheprimacy of class struggles in the explanation of social change and
development must be resolved in favour of the latter even if it can be
shownthaton the whole Marx really preferred the former. This is part of
the task of reconstructing historical materialism as a theory of practice
which I have propounded elsewhere.*

In so far as the concept of history is concerned, it is frequently thought
that historical materialism purports to have found the general laws of
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history so that it is possible to determine with the accuracy of natural
science both the general course of history and the path of development
through which all countries must go.-Such an interpretation finds support
in some texts where Marx argues that ‘the evolution of the economic
formation of society is viewed as a process of natural history’,* that he
wants ‘to show, byrigidscientific investigation, the necessity of successive
determinate orders of social conditions’,®! that ‘ Asiatic, ancient, feudal,
and modern bourgeois modes of production can be designated as
progressive epochs in the economic formation of society’,®? and that ‘the
country that is more developed industrially only shows, to the less
developed, the image of its own future.’$?

However, to assess Marx’s theory only on the basis of these texts is an
oversimplification and adistortion. It is a distortion in so far as it ignores
other texts where Marx seems to be.arguing against universal and
abstract schemes of historical development. For instance, in clarifying
his theory about the genesis of capitalism to Vera Zasulich, he contends
thatthe ‘historical inevitability’ of this process is expressly limited to the
countries of Western Europe.5* Furthermore, Marx complains against a
Russian critic because

He insists on transfonming my historical sketch of the genesis of capitalism
in Western Europe into an historico-philosophic theory of the general path
of development prescribed by fate to all nations, whatever the historical
circumstances in which they find themselves . . . But I beg his pardon. (He
is doing me too much honour and at the same time slandering me too
much).%

Itis also an oversimplification because, paradoxically, one of the ‘laws’
discovered by historical materialism is that, whereas in pre-capitalist
modes of production based on landed property natural relations still
predominate, in the capitalist mode of production ‘social, historically
evolved elements predominate’.%® This means that before capitalism
human beings were far less capable of consciously altering the course of
history and they were mostly driven by social and economic forces of
which they were not aware and of which consequemly they could not
seek control.

With capitalism on the other hand the possibility for conscious human
participation in shaping the future of society is greatly increased. This
means that the outcome of socio-political processes is not determined
solely by naturalrelations butis shaped by conscious human intervention.
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True, even in pre-capitalist modes of production, human intervention
was crucial because nothing in history can happen without human
practice. But it was not a fully conscious human practice in that human
beings were unable to understand the real causes of theiractions and set
themselves goals which could not be achieved. Hence the peasant
revolutionary opposition to feudalism in Germany was expressed as, and
took the shape of the Christian millenarist heresy of Munzer.5” Of course
it has always been true that human practice frequently produces results
which were not envisaged at the beginning and that there are unintended
consequences of human actions. This is also true today, but there is a,
difference: the economy has become an autonomous instance of society

[and its determining influence can be theoretically and politically

~ ascertained. Hence many contemporary conflictscan be fought over the
real issues instead of being perceived as religious differences.

Schmidt has argued that the subject--object relationship has changed
in history with varying degrees of relative weight being given to the
participation of subject and object: ‘under pre-industrial conditions the
objective, natural moment is dominant, whilst in industrial society the
moment of subjective intervention asserts itself in increasing measure
over the material provided by nature.® At the beginning the subject’s
participation is minimal vis-a-vis the impoitance of objective conditions.
But this equation changes with capitalism and the subject’s participation
increases more and more. This does notdeny that in any case the subject’s
participation is conditioned by objective circumstances sothat only some
options are open for action. Still it is true that within certain material
parameters the choices for action have increased and are likely to
continue to do so. As the scope of human conscious intervention in
history grows, history itself loses its former natural course and can
advance inmany optional directions to be determined by human practice.
So one of the most important principles discovered by historical
materialism affirms the impossibility for natural-like relations or ‘laws’
to govern history after the emergence of capitalism. Still, the ambiguous
results of the capitalist mode of production, its immense capacity to
produce wealth and simultaneously to engender poverty, its ability to
expand the productive forces and to create contradictions not only within
one country but also on a world-wide scale, do condition the courses of
action open for human beings.

Two important corollaries follow from this analysis. First, even when
the appropriate conditions are present, the socialist revolution is not an
inevitable historical occurrence but a task for human beings to carry out,
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a task in which they may fail. Second, the appropriate conditions fora/
socialist revolution are not bound to occur first in the most advanced{
capitalist countries. For a long time Marx and Engels believed that a
revolution was more likely in Western Europe, because, as it is expressed
in the 1859 Preface, ‘no social order ever perishes before all the
productive forces for which there is room in it have developed.’® This
is the reason why Marx was still able to write in 1870 that ‘England, the
metropolis of capital, . . . is at present the most important country for the
workers’ revolution, and moreover the only country in which the material
conditions for thisrevolutionhavereached acertaindegree of maturity.’’°
Yet a few years later, he altered this view. With the occasion of the
outbreak of the Russo—Turkish war, Marx was convinced thatarevolution
wasimminent in Russia and he said that ‘this time the revolution begins
in the East, hitherto the unbroken bulwark and reserve army of counter-
revolution.’”" Similarly, the drafts of Marx’s letter to Zasulich and a
preface to the Russian edition of the Communist M anifesto show that he
thought it was possible for a revolution to occur in Russia which would
allow the peasant commune to become the regenerating element of:
society.”

H. Wada? has conclusively shown that this change of mind was to a
great extent due to the profound impression which Chernyshevsky’s
thought made on Marx, especially the idea that

when certain social phenomena in a certain nation reach an advanced stage
of development, the evolution of phenomena up to this same stage in other
backward nations can be achieved much faster than in the advanced nation
.. . This acceleration consists of the fact that the development of certain
social phenomena in backward nations, thanks to the influences of the
advanced nation, skips anintermediary stage and jumps directly from alow
stage to a higher stage.”

Lowy has characterized this tension in Marx’s writings as the opposition
between a ‘stagist conception’ of revolution which maintains that
bourgeoisrevolution and industrial capitalism are the necessary historical
pre-conditions of proletarian revolution and a theory of ‘permanent
revolution’ which conceives of an uninterrupted revolutionary process
enabling the proletariat to overturn capitalism in the peripheral and
backward areas without the need for a prior completed bourgeois
revolution.” Léwy seems to be unaware of the fact that these poles share
acommon element: the presuppositionabout the inevitability of revolution. /
Both ‘stagism’ and ‘permanent revolution’ start with the assumption of
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the inevitability of a proletarian revolution everywhere. They only differ
about the way in which this is supposed to happen. For the stagist
perspective, history evolves in a mechanical and unilinear fashion
everywhere. For the perrnanent revolution perspective, history evolves
‘through innumerable combinations, fusions, discontinuities, ruptures
and sudden, qualitative leaps.’”® Yet in both cases there seems to be no
doubt as to the final result of the historical ‘logic’, which appears to be
preordained.

The conception of a pertnanent revolution constitutes only a variant of
the orthodox ‘deterministic’ approach to historical materialism which
takes very little account of the autonomy of political practice and hence
the possibility that socialism may fail to be established. True, Lowy does
‘appear to distance himself from determinism in a couple of places. First,
he speaks of ‘autonomous political factors’ and of history not being
‘preordained’ by the economic structure.”” Second, he refuses ‘to
consider world revolution as a demiurge of the historical process
irresistibly asserting itself in every comer of the globe’.”® However, the
first argument seems to be exercised mainly against a conception in
whicheconomic structure prevents socialist revolution fromoccurringin
a backward country rather than considering the possibility of such
revolution not occurring at all. The idea of permanent revolution expects
revolution everywhere, starting with the backward areas. The autonomy
of political factors is then only an autonomy ‘for revolution’ or, as Léwy
puts it, ‘the international extension of the revolutionary process and the
construction of socialism on a world scale’.” As forthe second argument,
it is belied by the general thrust of the book. How can one reconcile his
statement about world revolution not being a demiurge of history with
this other statement to be found a page before?: ‘world revolution has
unfolded during the twentieth century through an uneven and combined
process.™® Itis as if ‘world revolution’ were a subject or force unfolding
or expressing itself, like the Hegelian idea, in particular countries at
particular times.

The same problem can be illustrated by considering the so-called ‘law
of uneven and combined development’ which seems to me to suffer from
the same difficulties as Engels’s general laws of dialectic: abstraction
and ahistoricity. With this ‘law’ Trotskyists derive the specific and
particular from the general. Thus for instance Lowy argues that in
backward countries ‘the articulation of modem industry with traditional
(pre-capitalist or semi-capitalist) rural conditions’ is a consequence of
the law of uneven and combined development, and that this is ‘the
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structural foundation for the fusion or combination of democratic and
socialist tasks in a process of permanent revolution’.8! All this can easily
lead to substituting general principles for the specificity of historical
analysis. The articulation of modes of production or the fusion of
democratic and socialist tasks should not be arrived at by the application ")
of a general law but by the concrete historical analysis of specific cases. \
Lowy’s analysis of the four major revolutions of the twentieth century °
after 1917 is obsessed with making them (it into a ‘perrnanentist’ scheme.
Thus China, Cuba, Yugoslavia and Vietnam are shown as ‘proofs’ of
Trotsky’s permanent revolution theory. There may well be some
interesting similarities. But the analysis of these revolutionary processes
suffers because of the unilateral insistence on showing how they fit the
preordained Trotskyist idea of permanent revolution.

In_conclusion, the tension in Marx’s writings cannot be described in
terms of ‘stagism’ versus ‘permanentism’ but is rather the opposition
between on the one hand, a unilinearand universal conception of history
Wthh inexorably leads to a preordained end, and, on the other, a
concepuon which is based on human practice and which rejects the
interpretation of history as ‘a metaphysical subject of which the real
human individuals are merely the bearers’$2 This tension must be
resolved in favour of a conception which underlines the increasing scope -
of human practice and rejects the idea of an immanent drive which leads \
history towards an inevitable end. But such a conception must take into
account the fact that the further back in history one goes, the more!
important ‘natural relations’ and ‘objective conditions’ become. It is
only in societies where capital becomes the decisive factor that the social,
practical and subjective elements can predominate. Hence, for Marx, /
capitalism introduced a qualitative change in history. In fact the very,
concept of development is born out of this crucial change.

THE SCOPE OF MARX’S THEORY OF DEVELOPMENT

The question arises as to whether Marx’s concept of development can be
simply equated with historical materialism. Two objections can be made
to this equation. On the one hand, it may seem too reductionist in so far
as historical materialism purports to be much more than a theory of
economic development, a general theory of history. On the other hand,
the equation may seem anachronistic, inasmuch as any contemporary
theory of development seems to entail a necessary reference to formally
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independent ‘backward’, ‘underdeveloped’ or ‘less developed’ capitalist
countries which are economically dependent on more developed ones, a
conception hardly in existence in the nineteenth century. True, Marx
briefly refers to slave, Asiatic and feudal societies as pre-capitalist social
formations which are economically stagnant and dominated either by a
. landowning aristocracy or by a centralized state bureaucracy. But of
course one must not identify a pre- capitalist or ‘traditional’ society with
. a capitalist ‘underdeveloped society’, a mistake so often committed by
' the theories of modernization®
However, this reference to ‘underdeveloped’ societies (as different
from pre-capitalist societies) is not of itself an essential part of all theory
of development. As I argued in the introduction, the very notion of
" development arose in conjunction with the emergence of capitalism two
centuries ago, whereas the idea that certain regions or countries
‘underdevelop’ by comparison toothersisfarmorerecentand corresponds
to the new historical circumstances emerging with the process of
decolonization after the second world war. Understandably, the early
theories of development could not conceive of ‘underdevelopment’ in
the contemporary sense and soughttostudy pre-capitalist social formations
in the context of and as a prelude to the necessary advance of capitalism.
Onthe contrary, post-wartheories of development only know of basically
. capitalist countries, some of which are less developed and dependent.
" This is another example of the operation of the principle-stated by
historical materialism — that theories of development keep pace with the
evolution of social relations and conflicts. Hence, the lack of reference
to ‘underdevelopment’ is not in principle an insurmountable objection
against historical materialism being a theory of development, although
itobviously poses some problems for such a theory if it is to explain new
historical developments which it could not fully anticipate.

At the same time, it is true that to the extentthat historical materialism
is a general theory of history that seeks to construct the concepts
necessary to render historical processes intelligible, its scope is much
larger than that of the typical theory of development. Yet historical
materialism starts from a principle which is also at the centre of any
theory of development, namely the fact that ‘the first premise of all
human history, "®3 what dlstmg_lshc's“human beings from animals, is the
actual process whereby human bemgs' practically produce their material
7 conq}ugns of life. In other-words, the p acess of material production
- ‘which is at the basis of any theory of economic development is also.
_ cruc1al for understandmg history. In this sense hlstoncal materialism i is
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both a general theory of history and a theory of development in a more
narrow_Sense. In so far as it is a general theory of history, historical
aterialism seeks to understand the basic elements which explain the
operation and evolution of different modes of production throughout
history as the key to account for significant historical changes in concrete
social formations. In so far as it is a theory of development in a more.
restricted sense, historical materialism concentrates on the analysis of
the capitalist mode of production, the first mode of production in history
which is capable of producing a sustained and systematic development
of productive forces. The latter is the focus of my present analysis.

MARX’S CONCEPT OF DEVELOPMENT

For Marx, development in the restricted sense of capitalist creation of
wealth can be described in a twofold manner. In its material content,
development is about the expansion of productive forces and the increased
production of commodities. In its form, development is about the
accumnulation of capital, that is to say, the drive of capital both to
Mlate the. surplus -value produced by labour and embodied in the
commodities and to realize it by selling the commodities in the market,
thus allowing the process to be repeated on a wider scale. This process
of expansive accumulation Marx synthesized in the following formula:

LP

/

M C P C M

\
MP
With money M the capitalist buys two kinds of commodities C in the
market, labour-power LP and other means of production M P, which he
or she combines and puts to work in the production process P inorderto
produce commodities C' which possess more value than those he or she
boughtin the market and which he or she now sells in the market formore
money M' than the amount originally invested, and which he or she must
re-invest again in order to get even more money. This is the process of
capital accumulation which is entirely dependent on the fact that ‘the
value of labour-power, and the value which that labour-power creates,
are two entirely different magnitudes; and this difference of the two
values was what the capitalist had in view, when he was purchasing the
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labour-power. 8¢
To increase accumulation is therefore to extract more surplus-value,
Given the physical limitations to prolonging the working day (absolute
surplus-value), capitalists must try to reduce the value of labour-power
(relative surplus-value) by increasing the productivity of labour by
means of new technology and improved methods of production. There is
———D
‘immanent in capital an inclination and constant tendency, lo. heighten
the productiveness of 1 labq i
such cheapening to cheapen th
“the process of development can I be. descnbed smullaneously_ras mcré"“'q"ed
(.aplml accumulation and as contmuous growth of productlve forc sand
of ‘commodity production. The fatter is the condition for the former.
" “However, the development of producti veness does not only accelerates
accumulatlon, it also brings about a tendency for the rate of profit to fall
as a result of the higher composition of capital, which is, in its turn, a
necessary consequence of the falling relation of variable capital (surplus-
value) and rising relation of constant capital to total capital advanced. In
other words, because the technological development needed to increase
relative surplus-value means that capital contains an increasingly larger
portion of means of production and a progressively smaller portion of
living labour, surplus-value tends to decline as compared to the value of
the total capital advanced. The effect of this is that whereas the mass of
capital increases, the rate of profit falls and existing capital is depreciated.
Furthermore, the increased mass of capital tends to concentrate as the
minimum capital required to employ labour productively rises, and the
competition between capitalists grows. All this may eventually lead to a
crisis of over-production of means of production and increased stocks
which cannot be sold. Surplus-value cannot be realized and this results
in bankruptcies and unemployment. Part of the capital is then destroyed
or withdrawn, thus allowing the stronger capitalists who survived the
crisis to recover their value.3
In this way Marx shows that the two aspects \y!xlch define capitalist
development ¢ end up contradlctmg one another

N

The contradiction, to put it in a very general way, consists in that the
capitalist mode of production involves a tendency towards absolute
development of the productive forces, regardless of the value and surplus-
value it contains, and regardless of the social conditions under which
capitalist production takes place; while, on the other hand, its aim is to
preserve the value of existing capital and promote its self-expansion to the
highest limit . . 3¢
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Whereas for Ricardo the main barrier to capitalism was the inherent
limitation of the agricultural sector, that is to say, the rate of profit was-
adversely affected by the law of decreasing returns in agriculture, for /
Marx the contradiction is in the industrial sector itself. Nevertheless, side
by side with the tendency of the rate of profit to fall, counteracting
influences operate which cancel or lessen these negative effects. Marx
mentions several mechanisms such as increasing the intensity of

is why, v.

workmg class opposmon to them Thls he counteract1ng1
influences, foreign trade is. of Qartlcular relevance because it avoids a:
direct confrontation with, the working class. This explams the reason why '
capltallsm necessarily seeks to expand everywhere in the world. First,|
foreign trade cheapens the production of commodities, both means ofi
production and necessities of life, thus increasing the rate of surplus-?ﬁ
value and cutting the value of constant capital: ‘Since foreign trade partly
cheapens the elements of constant capital, and partly the necessities of
life for which the variable capital is exchanged, it tends to raise the rate
of profit by increasing the rate of surplus-value . . ."*" Ricardo had
proclaimed the benefits of foreign trade mainly because cheaper food
would lower the value of labour. Marx contends that foreign trade also
lowers the value of constant capital:

Ricardo misunderstands entirely the influence of foreign trade, when it does
not directly lower the price of the labourers® food. He does not see how
enormously important it is for England, for example, to secure cheaper raw
materials for industry, and that in this case, as I have shown previously, the
rate of profit rises although prices fall, whereas in the reverse case, with
rising prices, the rate of profit can fall.”

As the rate of profit is equal to s/c + v (where s = surplus-value; ¢ =
constant capital and v = variable capital) and raw materials are an
importantpart of constant capital, then ‘therate of profit. .. fallsand rises
inversely to the price of raw material. This shows, among other things,
‘how important the low price of raw material is for industrial countries.%2
_ Second, foreign trade permits an expansion of the scale of production
and contributes to solving the problem of realizing surplus-value by
satisfying ‘the innate necessity of this mode of production, its need for
an ever-expanding market.’®* Furthermore, it allows excess capital to be
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invested in backward and colonial countries where the rate of profit is
higher. Here lies the impulse behind the colonial expansion of those
countries which first began to develop under the capitalist mode of
production. As Marx puts it:

A precondition of production based on capital is therefore the production
of aconstantly widening sphere of circulation . . . the tendency to create the
world market is directly given in the concept of capital itself.**

During its first stages of development, industrial capital seeks to secure a
market and markets by force, by the colonial system (together with the
prohibition system).”

. .. the colonial system ripened, like a hot-house. trade and navigation . . .
the colonies secured a market for the budding manufactures, and through
the monopoly of the market, an increased accumulation.®®
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THE ExXPANSION OF CAPITALISM:
COLONIALISM AND IMPERIALISM

MARX AND THE COLONIAL QUESTION

Marx’s analysis of capitalist development establishes the crucial
importance of the world market and consequently of foreign trade and
colonialism in at least two main respects. On the one hand the early
colonial expansion of European nations was essential for the process of
‘primitive accumulation’ which necessarily precededcapitalist production .
proper. Thus Marx contends that the discovery and conquest of America
led to the massive importation of precious metals into Europe which
\facilitated the accumulation of capital necessary for the formation of
imanufacturing industry.’ This far from enlightened process is forcefully
described by Marx at the end of the first volume of Capital :

=}

The discovery of gold and silver in America, the extirpation, enslavement
andentombmentin mines of the aboriginal population, the beginning of the
conquest and looting of the East Indies, the turning of Africa into a warren
for the commercial hunting of black-skins, signalised the rosy dawn of the
eraof capitalist production. Theseidyllic proceedings are thechief momenta
of primitive accumulation.?

On the other hand, as Ihave already shown, after ‘real’ capitalistrelations
have been established, the continued expansion of colonization becomes -
crucial for getting cheap raw materials, finding new markets forindustrial
commodities and counteracting the tendency for the rate of profit to fall.
In 1858, on the verge of a new wave of colonial conquest which was to
come about in the late nineteenth century and beginnings of the twentieth
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century, Marx believed that this expansion was in the main practically
completed:

The specific task of bourgeois society is the establishment of a world
market, at least in outline, and the production based upon this world market.
Asthe world is round, thisseemtohave beencompleted by the colonization
of California and Australia and the opening up of China and Japan.?

Now, it is crucial to ascertain Marx’s evaluation of the results and
potentialities of this colonial expansionbecause ithasimportant bearings
onhis concept of development. Many-wellknown authors in development
studies find in Marx’s work a single but consistently complex view
which, while denouncing the greedy motives and cruel _excesses, of
colonialism. justifies its historical necessity as the only means to liberate
backward soglet_l_e_s_f_r_o.m their mlllenmdl stagnation and to initiate them
_in_the path of capitalist mdustrl
mterpretatlon of Marx’s thought is normally based on some key texts on
British colonialism most of which were written before the 1860s. Thus,
for instance, the following classic formulations about the British rule in

India state that

ization_and development “This

England, it is true, in causing a social revolution in Hindustan was actuated
only by the vilest interests, and was stupid in her manner of enforcing them.
But that is not the question. The question is, can mankind fulfil its destiny
without a fundamental revolution in the social state of Asia?*

England has to fulfil a double mission in [ndia: one destructive, the other
regenerating — the annihilation of old Asiatic society, and the laying of the
material foundations of Western society in Asia.’

I know that the English millocracy intends to endow India with railways
withtheexclusive view of extracting at diminishing expensesthe cotton and
other raw materials for their manufacturers. But when you have once
introduced machinery into the locomotion of a country which possesses
iron and coals, you are unable to withhold it from its fabrication . . . The
railway system will therefore become, in I[ndia, truly the forerunner of
modern industry.f

On the one hand Marx castigates the misery and destruction, the
arbitrariness and sufferings imposed on India by the East India Company.
But on the other hand, he refuses to idealize the Indian autochthonous
village life, which had been the basis of the poverty, cruelty, massacres
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and barbarism which characterized oriental despotism. Painful as the
destruction of a patriarchal mode of life may be and vile as the British
motives may be in bringing that destruction about, the process is still
necessary as a pre-condition of the capitalist regeneration which will
inevitably lead to India’s industrialization. Even if it is true that the
Indians ‘will not reap the fruits of the new elements of society scattered
among them by the British’ until there is a proletarian revolution in
Britain or the Hindus become independent, Marx is confident that ‘at all
events, we may safely expect to see, at a more or less remote period, the
regeneration of that great and interesting country.”’

These ideas can be articulated with the aforementioned passages
which support a deterministic and unilinear conception of history in that
colonial domination would seem to be the way in which the country
which is more developed industrially can show to the less developed the
image of its own future. They could.also he.related to Marx’s dislike of
protectionism in so far as free trade helps to destroy the old modes of.

oroduction Wthh keep backward countrles stagnant Thus for mstance
in a letter to Engels Marx argues that o

Carey, . . . our ultra-free-trader finally recommends protective tariffs. In
order to escape the effects of bourgeois industry, for which he makes
England responsible, he resorts like a true Yankee to hastening this
development in America itself by artificial means . . . The Tribune is of
course hardat it trumpeting Carey’s book . . . Yourarticle on Switzerland
was of course an indirect smack at the leading articles in the Tribune, . . .
and its Carey. I have continued this hidden warfare in my first article on
Indiain which the destruction of the nativeindustry by England is described
as revolutionary.® '

Most development specialists who accept that these views are fully
representative and typical of Marx's and Engels’s thought are critical of
their implications, particularly because they assume that capitalism
wouldnecessarily go on toindustrialize the whole world after conquering
backward nations and destroying their traditional structures. Sutcliffe,

for instance, argues that the British destruction of the Indian indigenous
textile industry allowed the expansion of the modem textile industry in
Britain, ‘butalso, by this fact, the same thing became less possible in the
future in India because it destroyed capital stock, thus weakening
accurnulation, and also deprived a possible Indian national industry of its
market.® Similarly, Barrat Brown contends that although Marx was right
in believing that capitalism would expand world-wide, he was mistaken
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in assuming that industrialization would happen everywhere apart from
a few favoured lands of Europe.'®

Samir Amin criticizes Marx’s mistake about the future industrialization
of India for similar reasons but also tries to explain why Marx committed
it: hedid not experience the new monopolistic phase of capitalism which
would entail that ‘monopolies would prevent any local capitalism that
might arise from cormpeting with them.”!' From a more general perspective,
Hinkelammert sees as the crucial limitation of Marx’s conception the
‘fact that it does not include the idea of a qualitative difference between
development and underdevelopment and consequently tends to identify
the latter with backwardness. This presupposes a conception of the world
capitalist system as a homogeneous reality where the quantitative
differences that exist are those which are due to nations being at different
stages of the same necessary process.'? An important exception to this
critical trend is the work of Bill Wairen, whose book, suggestively
entitled /mperialism, Pioneer of Capitalism, extensively quotes from
Marx’s articles on India and strongly argues in favour of going back to
the original Marxian idea that capitalism is an inherently industrializing
force and that imperialism is the vehicle through which it can achieve its
developmg and civilizing mission in the backward regions. > However,
whether critical or not, all these authors have one thing in common: they
donot seemto see any major shift in Marx’s position vis-d-vis colonialism
throughout his intellectual evolution.

I maintain that this kind of interpretation of Marx’s position fails to
recognize significant changes in his approach to the colonial question
and that, as Marx’s understanding of the way in which capitalism
expanded deepened, he altered his point of view in many respects. In this
I side with authors like Davis, Mon and Scaron who distinguish some
evolutionarystagesin Marx’sthought whichareindicative of aprogressive
change of attitude. Scaron draws the most sophisticated outline by
distinguishing four stages. The first stage goes from 1847 up to 1856 and
is characterized by the moral repudiation of the excesses of colonialism,
coupled with the theoretical justification of its mission. Simultaneousty
the idea is held that some peoples are outside history and can be swept
aside by historical nations. The second period covers from 1856 to 1864
and constitutes a transitional phase where denunciation is stepped up
without any change in the basic theory. The third and crucial stage spans
from 1864 to 1883 where the Irish question comes to the fore and the
theory seems to be fundamentally changed. Colonialism isnow presented

as a hindrance to the industrialization of the colonies, even in the case of

ROt N
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India. Still the existence of peoples ornations ‘withouthistory’ continues
to be upheld. The final stage goes from Marx’s death in 1883 to Engels’s
death in 1895 and is characterized by the marked eurocentrism of
Engels’s final years.!'4

Davis and Mori propose simpler dichotomous outlines which locate a
turning point somewhere around the 1860s under the influence of the
Irish and Polish questions.'* According to Mori, the thesis of the ‘double
mission’ of colonialism is altered after 1860 when Marx realizes that the
destructive and regenerating aspects of colonialism are not necessarily
two inseparable aspects of the same process: the destruction of old
societies by colonialism may not give rise to the material conditions for
regeneration. Details apart, these three authors agree on the substantive
thesis that there is a significant shift in Marx’s assessment of the impact
of colonialism in the so-called backward countries. A brief review of
Marx’s and Engels’s writings shows that their interpretation, although
insufficient, is basically correct.

In effect, while in 1853 Marx argued that the railway system would
necessarily lead to the industrialization of India, in 1879 his assessment
of the impact of railways on backward countries is far less enthusiastic:

the railway system . . . allowed, and even forced, states where capitalism
was confined to a few summits of society, to suddenly create and enlarge
their capitalistic superstructure in dimensions altogether disproportionate
to the bulk of the social body, carrying on the great work of production in
the traditional modes . . . the railways gave of course an immense impulse
to the development of Foreign Commerce, but the commerce in countries
which export principally raw produce increased the misery of the masses

.. All the changes were very useful indeed for the great landed proprietor,
the usurer, the merchant, the railways, the bankers and so forth, but very
dismal for the real producer! ¢

Marx had argued in 1853 that in spite of the abominable features of the
zemindari and the ryotwari systems forcibly introduced by the British in
India, they still were forms of private property, ‘the great desideratum of
Asiatic Society’.'” In 1881, on the contrary, in the context of elaborating
areply to Vera Zasulich, he maintains that the abolition of the communal
ownershlp of Tand in India ‘was only an act of English vandallsm whlch
pushed the indigenous. people not forward bug backward’ iT']f in 1853
"Marx had. been totally..opposed.to, pr 1omsm a.nd "had castigated
Carey for recommending protective tarlffs 11 S,
Marx seems to advocate the opposne in the case of Ireland: o
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What the Irish need is 1) Self-government . . . 2) An agrarian revolution .

. 3) Protective tariffs against England. Between 1783 and 1801 all
branches of Irish industry flourished. The Union, by abolishing the protective
tariffs established by the Irish Parliament, destroyed all industrial life in
Ireland . . . Once the Irish are independent, necessity will turn them into
protectionists, as it did Canada, Australia, etc.'

Marx’s early optimistic vision that colonial capitalism, even against its
avowed intentions, could not but ‘create the material basis of the new
world’ and that ‘bourgeois industry and commerce create these material
conditions of anew world in the same way as geological revolutions have
created the surface of the earth’?? gives way to amore cautious approach
which is aware of the possibility that imperialist countries may succeed
in keeping colonies as mere rural.and.backward countrres"As early as
1856 Engels maintains that ‘how often have the Irish started out to
achieve something, and every time they have been crushed, politically
and industrially. By consistent oppression they have been artificially
converted into anutterly impoverished nation.’?' Marx will reiterate this
pomt in 1867: ‘every time Ireland was about to, develop lndustrlally, she
was.crushed and reconverted into a purely agricultural land. 2> The same
idea is extended to other European states which ‘also forcibly rooted out,
in their dependent countries, all industry, as e.g. , England did with the
Irish woollen manufacture’.?®> When Marx in Capital clarifies at a more
general level the relationships betweenindustrial and backward countries
within the world market he does not even mention the ‘regenerating’
mission he had spoken about before. On the contrary, his description can
be said to anticipate in all but in name the idea of a division between
centre and periphery:

By ruining_handicraft production in other countries, machinery forcibly
con 1ts them into fxelds for the supply of its raw ‘material, In this way East
India was compelled to produce cotton, wool, hemp, jute, and indigo for
G\r_r;c_e_lt_BrL_wmn&)ragn lands . are thereby ¢ converted into. settlements

p"_i_.!? X‘(!I!C.h remains a chiefly .ln,cl,q_st,[!al field, .2_“
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By coupling the results of this new international division of labour to the
operation of the law of value Marx is able to postulate the possibility of
unequal exchange among nations and, more specifically, the exploitation
of agricultural nations. In principle, because profit and surplus-value are
not necessarily identical (profit could be less or more than surplus-value)
it follows that individual capitalists as much as nations may trade with
each other, even on an expanding scale, without necessarily gaining in
equal degrees. This means that ‘one of the nations may, continually
appropriate for itself a part of the surp s
is the result of intérnational differe es in the technologncal base and the

productmty of labour,’ Marx gées as far as treatmg thls process of

unequa] exchang" asa form of exp101tat10n

The relationship between labour days of different countries may be similar
to that existing between skilled, complex labour and unskilled, simple
labour within a country. In this case the richer country exploits the poorer
one, even where the latter gains by the exchange . . .6

Agricultural countries tend to be exploited in this way because in

international exchange they are forced ‘to sell their product below its

value.” Whereas in respect of industrial goods the developed nation

produces greater value than the backward nation despite the fact that

individual commodities are cheaper, the contrary happens in respect of

agricultural products where ‘the product of the more backward nation is

cheaper than that of the capitalistically developed nation . . . and yet the

product of the developed nation appears to be produced by much less

(annual) labour than that of the backward one.’?’ This analysis is the basis
of the theories of unequal exchange which the Economic Commission .
for Latin America, and Marxist authors like Arghiri Emmanuel and

Samir Amin were to propound after the second world war.

Marx’s attitude in relation to national struggles also changes. In his
early years he thinks that because in England the conflict between the
bourgeoisie and the proletariat is most developed, the national struggles
of other countries must be subordinated to, and can succeed only through,
the English class struggle. Thus he affirms that Poland ‘mustbe freed, not
in Poland, but in England’?® and that it is possible ‘to overthrow the Irish
regime by English working-class ascendancy’.?® Marx even confesses
that he used to think that Ireland’s independence from England was
impossible.*® In 1869, on the contrary, he argues that ‘the English
working class will never accomplish anything until it has got rid of
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Ireland. The lever must be applied in Ireland.’®' As regards to Poland he
alsochangeshis positionin 1875: itisno longertheEnglishclassstruggle
that can liberate Poland but Poland’s independence that will allow it to
work for social emancipation both internally and in Europe.??

Both Scaron and Mori suggest that these important shifts might
-amount to Marx’s de facto discovery of, and approximation to the notion
of ‘underdevelopment’ or ‘development of underdevelopment’.** I do
not think that such a conclusion is possible, simply because in the
nineteenth century these concepts did not and could not arise in so far as
the reality they alluded to did not exist. It is important to remember that
the concept of underdevelopment was comedbafteL the second world war
der to refer to countries which, in_the capitalist mode of
productlon are dependent on, and lag. systemancally behind, the Jmain

backward countries whose predommant modes of production were not
capitalist. Hence Marx could not have arrived at the concept of
underdevelopment. His change of attitude entails only a different
assessment of colonialism in certain cases.

Marx in his maturity seems to accept the fact that colonialism, instead
of being the vehicle for the successful spreading of capitalist
industrialization, can delay it and therefore interrupt the process of
capitalistdevelopment in the periphery. But he has little doubt that once
the colonized countries get their independence, a combination of self-
government, protective tariffs and agrarian reform can successfully
accomplish development. He does not explain though why this
programme, which Canada and Australia were forced by necessity to
follow and which Ireland would surely be forced to adopt in the future,
was not being pursued by the already independent Latin American
nation-states. Nor does he conceive of the possibility that an independent
country could fail to develop in spite of adopting such a programme. Two
important problems arise in this respect. The first has to do with the way
in which the native industry of abackward country is dismantled and the
timing of the introduction of protective tariffs. The second concemns
Marx's and Engels’s attitude inrelation to the so-called ‘peoples without
history’ or countries which have not been ‘thrown into the historical
movement’,
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INDUSTRIALIZATION, PROTECTIONISM AND BACKWARDNESS

According to Marx, when machinery is mtroduced 1r} the _process of
English capitalist development it has in the - Tirst place an important.
internal effect: it destr(_)ys tradltlonal handicrafts and more _|obs t
creates; “all political economists of fany standing a admitthat the introduction

of new machinery has a baneful effect on the workmen in the old
“handicraft dad manufactures with Which the machmery first competes 134
Painful as this process is in human terms (‘history discloses no tragedy
more horrible than the gradual extinction of the English hand-loom
weavers '), it is the necessary pre-condition for the creation of the new
technological basis of capitalist accumulation and development.
Manufacture alone, by introducing a more rational division of labour,
improved the productivity but did not alter the technological basis of
traditional industry. Real capitalist development starts with the
introduction of machinery. But there is also an international effect of this
process: ‘the cheapness of the articles produced by machinery, and the
improved means of transport and communication furnish the weapon for
conquering foreign markets. By ruining handicraft production in other
countries machinery forcibly converts them into fields for the supply of
its raw materials.’*¢ Thus Marx describes the terrible effects of the new
English cotton machinery in [ndia.

I have already shown how in hisearly approach Marx thoughtthat this
process of destruction of foreign handicrafts was painful but necessary
for the development of backward countries because it would lay down
the conditions for industrialization. When Marx later altered his views
about colonialism, he recognized that colonial powers could artificially
prevent the development of industrialization in their colonies, but he
continued to think that the destruction of the old traditional industry was
necessary for the capitalist industrialization of the colonies. What \
changes in Marx’s perception is the agent which should carry out that i
destruction: no longer the British bourgeoisie through colonialism, but |
a national bourgeoisie which can create a modern industry. He saw how
other European nations gotrid of their own handicrafts and initiated their
ownprocessesof industrialization behind customs tariffs which protected
them from the English competition. British colonies had no such option.
This is the reason why Marx propounds self-government and protective
tariffs, so that these backward nations could repeat what other European
nations had achieved in the face of British industrial competition.
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The history of the British cotton industry as outlined by Marx in
Capital ciearly iflustrates this process. At the beginning the firstindustrial
centre holds a monopoly. From 1770 to 1815, thanks to the new
machinery, the British cotton industry was in amonopolistic position and
therefore very prosperous. Soon other countries started theirown policies
of industrialization behind protective tariffs and the consequence for the
British cotton industry from 1815 to 1863 was that competition from
Europe and USA grew stiffer and the years of prosperity began to
alternate with years of stagnation.’” But in order for these countries to be
able to compete with Britain they had to become protectionist so that the
destruction of their own industrial handicrafts was carried out by their
own national modem industry instead of the British modermn industry. As
Marx put it,

The system of protection was an artificial means of manufacturing
manufactures, of expropriating independent labourers, of capitalising the
national means of production and subsistence, of forcibly abbreviating the
transition from the medieval to the modemn mode of production.®

 However, if other European nations and USA were able to initiate their
own processes of industrialization it was not only because of their
protectionist policies, but also because they were technologically prepared
to copy the British inventions. In fact the very British industrial inventions
could come to exist only because they could be made with the traditional
technology existing in handicrafts and manufactures. Marx describes
how

the inventions of Vaucanson, Arkwright, Watt. and others, were, however,
practicable, only becausethose inventors found, ready tohand, a considerable
number of skilled mechanical workmen, placed at their disposal by the
manufacturing period. Some of these workmen were independent
handicraftsmen of various trades, others were grouped together in
manufactures . . .

It is because the first machines were made with traditional technology
that they were not so difficult to copy by other countries possessing
handicrafts. But this situation of dependency of modern industry on
manufacture does not last for too long because, as Marx points out.
‘manufacture produced the machinery, by means of which Moderr
Industry abolished the handicraft and manufacturing systems. Afte:
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attaining a certain degree of development, machinery rooted out its own
technological foundation:

ata certain stage of its development, Modem Industry became technologically
incompatible with the basis fumished for it by handicraft and Manufacture
... Such machines as the modern hydraulic press. the nodern power-loom,
and the modern carding engine, could never had been fumished by
Manufacture . . . Modern Industry had therefore itself to take in hand the
machine, its characteristic instrument of production, and to construct
machines by machines. It was not until it did this, that it built up for itself
a fitting technical foundation, and stood on its own feet.*'

An important conclusion which one can draw tfrom this account is that
once modem industry becomes incompatible with and separated from
traditional industry, that is to say, once most machincs are made by other
machines, it is no longer possible for a country possessing traditional
industry simply to copy or produce modem machinery on its own. It has
to import the machinery from an already industrialized country and to dc
so it has to be able 1o export enough raw materials in order to get the
necessaryinternational currency. This proved to be an important difficulty
for the industrialization processes which started after the main industrial
centres had already completed the transition to modemn industry. Self-
government and protectienism are therefore necessary but not sufficient
conditions to initiate a process of industrialization. The timing of the
industrialization process and of the introduction of protective tariffs is
also crucial. Marx did not reflect on this problem, probably because until
the 1880s the distance between the traditional and the modem means of
production was still not unbridgeable in all spheres of production.

As Hinkelammert has argued, by the end of the nineteenth century and
beginnings of the twentieth century the gap between traditional and
modern means of production becomes so wide that

from now on it is not enough to have technical knowledge and the will to
produce new industrial products . . . Industrialization can no longer be the
resull of the effort of the non-industrialized countries themselves. The
importation of technical knowledge does not suffice, it is also necessary to
import the machinery required to use technical knowledge. All this means
a revolution in the conditions of industrialization . . . There is now an
external limit to the possible volume of industrial investment because the
ability to import inevitably lags behind the needs of a rapid process of
transformation of society in terms of modern technology.
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Itcan be argued that colonialism, by delaying and putting obstacles to the
early development of a national industry in the colonies throughout the
nineteenth century and up to the second world war, made the future
industrialization of such colonies not only much more difficult but,
aboveall, entirely dependent on the already industrialized nations. Marx
did not realize that a temporary delay in starting the process of
industrialization could become so important as to hinder its future
development in certain areas. And yet his own distinction between
traditional and modem industry could have allowed him to anticipate the
problem. For those colonies which became independent in the twentieth
century it was certainly not enough to introduce protectionist policies
and agrarian reform in order to industrialize. But one can go even further.
Marx’s idea that once a former colony achieves self-govermment,
protectionism and agrarian reform are natural policies of development
imposed by necessity does not historically work, even for those countries
which achieved independence at the beginning of the nineteenthcentury.
A good case in point is Latin America, where most countries became
independent by 1825, some of them with a good handicraft base, and yet
their dominant agrarian oligarchies chose a policy of free trade which
favoured the export of raw materials and import of British consumer
goods, thus postponing national industrialization.

This shows again that the process of industrial development is not the
inevitable result of easily available technological progress but ultimately
depends on class structures and class struggles. True, the technological
gap became an important hindrance to the industrial development of
many countries trying to start the process in the twentieth century. But
even when the technological gap was more easily bridgeable in the
nineicenth century, the forrally independent Latin American countries
did not go for protectionism and industrialization. Yet Marx does not
analyse at all why the policies he thinks would be absolutely necessary
toanindependentIreland were not pursued inindependent Latin America.
Nor does he provide any class analysis which may justify the policies
oriented to the export of raw materials established by the new republics.
This requires an explanation. One cannot say in Marx's defence that he
did not know enough or was not interested in Latin America. In fact he
read and wrote quite a deal about Latin America. Why then did he not
analyse its situation in the same terms as he analysed the United States
India and Ireland? Or did he?
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PEOPLES WITHOUT HISTORY

Difficult to believe as it may seem to some people, it is a fact that Marx
and Engels refer rather contemptuously to certain nationalities and
countries. Thus the Mexicans are said to be ‘lazy’, the Montenegrins are
labeled as ‘cattle robbers’, the the Bedouins.are_branded_as a ‘nation of
robbers , _dnd (here is_a reference to the ‘heredxtary stupndity of thc
'Chmese 3 Tt is no surprise therefore that they condone their forcible
"subjectlon for the sake of progress. Thus for Engels the conquest of
Algeriaby the French is ‘an important and fortunate fact for the progress
of civilization’. One can see that this approach has many disquieting
points of contact with the perspectives and prejudices of the classical
pOlltlcal economists,

A brief survey of the writings of Marx and Engels on Latin America
immediately reveals the striking absence of any class analysis or any
consideration of its possible industrial future. Latin America is not
treated as a reality with its own specificity, worth investigating in itself,
The bulk of the writings are scattered references used for comparative
purposes in order to illustrate a point in texts concerned with other
problems. A few more substantial pieces tend to be journalistic or
biographical accounts for European or North American political
consumption. Most of the time the context is rather negative in that it
tends to portray the character of Latin Americans as inherently flawed
and their political processes as lacking all rationality and historical
direction. This is why Engels was pleased with the North American
invasion of Mexico:

In America we have witnessed the conquest of Mexico, which has pleased

: us. Itconstitutes progress too thata country until the presentday exclusively
occupied with itself, torn apartby perpetual civil wars and prevented from
alldevelopment. . . that such a country be thrown by means of violence into
the historical movement. It is in the interest of its own development that |
Mexico will be in the future under the tutelage of the United States.* ‘

It is as if Mexico were outside history and its only chance to be
incorporated into it would be through the agency of the ‘energetic’ North
Americans, a historical nation with a mission to accomplish in the rest of
America. For Engels, it is rather fortunate that

magnificent Califormia was snatched from the lazy Mexicans, who did not
know what to do with it . . . The ‘independence’ of a few Spanish
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Californians and Texans may suffer by this, ‘justice’ and other moral
principles may be infringed here and there; but whatdoesthatmatteragainst
such world-historical events?*

Even when years later Marx and Engels strongly oppose the joint
intervention of England, France and Spain in Mexico as ‘one of the most
monstrous enterprises ever registered in the annals of international
history’,* their main concem is politically to condemn the policies of
Palmerston because they suspect that such an adventure, while the North:
American civil war is taking place, is only a pretext to attack the United
States. The fate of Mexico itself seems to be a secondary consideration,
although they do say that it may slip back into anarchy. Much as Marx
and Engels despise Napoleon III and celebrate the Mexican victory over
general Lorencez in May 1862, they still cannot refrain from referring to
the victorious Mexicans as ‘les derniers des hommes’.*” Marx’s biography
of Bolivar, the Venezuelan hero of Latin American independence,
writien for The New American Cyclopaedia in 1858, depicts him as’
cowardly, brutal and miserable.*® This kind of abuse, which is excessive
although it has more basis than Latin American historians normally
recognize, is not in itself so regrettable as the fact that the Latin American
independence process is reduced, by default, to a story of personal
betrayal, envy and cowardice without any mention or analysis of the
social forces which operate behind the process.

The general thrust of Marx and Engels’s writings on this subject
inevitably reminds one of Hegel’s description of South America as
‘physically and psychically powerless’, inhabited by individuals whose
‘inferiority’ ‘in allrespects, even in regard to size, is very manifest’ who
‘live like children who limit themselves to exist, far away from all that
means elevated thoughts and goals’, in sum, a world outside ‘the true
theatre of History’, where ‘what nas taken place is only an echo of the
Old World - the expression of a foreign Life.”* In more general terms,
Marx and Engels seem implicitly to be resorting to Hegel’s notion of
peoples ‘without history’ as an adequate category to understand Latin
America. In effect, Hegel had distinguished between world-historical
peoples, those capable of building a state and of contributing to the
progress of world history, and peoples without history, those unable to
build a strong state and with no civilizing mission to carry out in history.
The latter had to submit to the former. Marx and Engels used this
distinction and in particular the notion of ‘peopies without history’ or
‘counter-revolutionary nations’ torefer to certain small nations of central
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Europe which stood in the way of progress and which could be rightly
swept aside for the sake of the proletariat of historical nations. Thus for
instance Engels referred to the Slavs who

lack the primary historical, geographical, political and industrial condition
for a viable independence. Peoples which have never had a history of their
own, which come under foreign domination the moment they have achieved
the first, crudest level of civilization, or are forced onto the first level of
civilization by the yoke of the foreigner, have no capacity for survival and
will never be able to attain any kind of independence.’®

That Marx and Engels were thinking of Latin American nations in the
same vein, is more than an implicit conclusion inferred from the general
drift of their writings. Engels specificaliy applies such criteria in the
aforementioned quotations about the conquest of Mexico and California,
where he maintains that it is in the interest of all America, and of the
development of Mexico itself, that the United States should gain
predominance over the Pacific Ocean, and that in the face of such world-
historical events it does not matter whether ‘justice’ and ‘moral principles’
may be infringed. Marx and Engels explicitly assimilate the situation of
the Spanish criollcs in the territory occupied by the United States to the
situation of Slav peoples:

thus werefinished, fornow and very probably forever, the tentatives by the
German Slavs to recover an independent national existence. Dispersed
relics of many nations whose nationality and political vitality were exhausted
long ago, which because of that had been forced, for almost a millenium, to
follow in the tracks of a more powerful nation that had conquered them —
justas the Welsh in England, the Basque in Spain, the low-Bretons in France
and, more recently, the Spanish and French creoles in parts of the United
States occupied by the Angloamerican race.?'

Marx and Engels doubted the Latin American countries’ ability to
become historical nations not so much because they wanted to deny such
apossibility in principle but because they did not detect it in practice. If
Marx’s account of the events in which Bolfvar participated is taken as
representative of his vision of Latin America, then it is clear that he!
regarded most processes and struggles in Latin America not as the:
necessary subject of a class analysis but as somewhat arbitrary and|
irrational occurrences, at best forms of Bonapartism supported by the’
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absence of a clear class project. As Aricé has suggested, for Marx Latin
America seem to have been

a puzzling collection of extremely weak states, governed by restricted
oligarchies lacking in national spirit, or by caudillos, usually from the
military, unable to preventterritorial fragmentation and secure the presence
of a national power except by means of ferocious dictatorships, almost
always ephemeral; weak countries subject to economic domination by and
political subordination tocapitalist imperialism. National formations seemed
to him mere state constructions erecled upon an institutional vacuum and
the absence of a popular will, unable to constitute themselves because of the
jelly-like quality of their social fabric.3

On the other hand, it is not that Marx and Engels conceived of a rigid
classification of nations and of their perspectives for independence that
was given once and for all. Their concern with the fate of certain nations
was always political and related to the advance of socialism. Their
analysis of the rights of peoples and nations was always carried out from
the point of view of whether they were in accordance or contradiction
with the interests of social progress. As Haupt and Weill have argued, for
Marx and Engels ‘the national state is not an objective in itself, nor is it
a supreme value, just as the right that nations have to manage themselves
is not an absolute principle. They are all variables subordinated to a
constant: the interest of the working class and of the socialist revolution.*?
This is compounded by what Rosdolsky has called ‘anerror of rhythm’,
thatis to say, the belief of Marx and Engels that the collapse of capitalism
isimminent and thal therefore the socialist revolution hasto be considered
as the immediate practical task of their time.™ All other considerations
must be subordinated to the requirements of such a task. Thus more
developed nations must prevail over backward nations inasmuch as that
promotes the advance of socialism in the world.

If in the case of Ireland they take the opposite view, it is not only
because they see important differences between the Irish and the Latin
American nations themselves, but also because they see these countries
playing different roles in relation to the prospects of revolution. Whereas
inthe case of Mexicothey see its submission as crucial forthe strengthening
of the American capitalism and hence for the development of the
proletariat in that area, in the case of Ireland they see its independence as
crucial for the development of the English proletariat:
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England, the metropolis of capital, the power which has up to now ruled the
world market, is at present the most important country for the workers'
revolution; and moreover it is the only country in which the material
conditions for this revolution have reached a certain degree of maturity. It
is consequently the most important object of the Interational Working
Men’s Association to hasten the social revolution in England. The sole
means of hastening it is to make Ireland independent . . . the national
emancipation of [reland is not a question ot abstract justice or humanitarian
sentiment but the first condition of their own social emancipation.™

Marx’s change of heart in respect of colonialism must therefore be
qualified inthatitdoes notnecessarily mean thatall former colonieshave
the chance to constitute themselves as viable and developing nations.
Marx. recognizes that colonialism may become an obstacle to the
development and industrialization of colonies, but on the other hand he
continues to accept the possibility that, even after independence, some
small countries may not have the ability to sustain a national project that
makes industrialization feasible and for that reason they may be rightly
subordinated to the needs and wishes of historical nations. Marx does not
blame other, more subtle forms of imperialism (neo-colonialism) for this
situation, but rather identifies the lack of a popular will and of a strong
civil society as the causes which put these nations outside history.
Moreover, self-government and independence are not for Marx absolute
prnciples, the inalienable rights of all peopies, but on the contrary, they
must be subordinated to the needs of the struggle for socialism.
Ultimately, one must recognize that in important respects Marx and
Engels share i ina common eurocentric mentality typical of the nineteenth
cemury In general this perspective entails the belief that the progress
brought about by the new humanistic and scientific rationality in capitalist
Western Europe is inherently superior and must finally prevail in the
world against opposing forces. The process can be synthesized in the
antagonism between historical reason and backwardness. This basic
orientation, although with many differences and nuances, is present in
classical political economy, Hegel and the founding fathers of Marxism.
Reason is, of course, incarnated indifferent historical subjects. ForHegel
it'is the Spirit as it manifests itself through the primacy of historical
nations, for classical political economy it is the bourgeoisie as the
representative of the industrial capitalist nations, for Marx and Engels it
is the proletariat of the most advanced capitalist nations as the agent of
the socialist transformation. Backward countries or nations have of
course the prospect of development and progress, but only through the
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agency of, following the path of, andin so farasthey do notinterfere with
the main European historical agents and their needs. In spite of many
differences, there is a remarkable consistency in the way in which Marx
and Engels, Hegel and classical political economists deal with backward
societies.

THE CLASSICAL THEORY OF IMPERIALISM

In many ways Marx anticipated the main trends and features which were
tocharacterize the age of imperialism. The concentrationand centralization
of capital, the creation of monopolies, the export of capital, the process
of colonization and the constitution of a world market were all tendencies
already at work during Marx s time and he was probably the first political
economist who in his writings rigorously sought to identify and explain
theirlogic. But obviously he did not witness the operation of these factors
in their maturity nor could he see the full impact of their combined effects
on the development of capitalism. The aggressive expansion of finance
capital, the acceleration of the process of monopolization and the surge
of imperialist annexationism brought with them new contradictions and
tensions, both at the national and international levels, which required
specific treatment. These were the problems at the centre of the new
theories of imperialism which emerged in the first two decades of the
twentietn century.

The main landmarks in the construction of the classical theory of
imperialism are the works of Hobson (1902), Hilferding (1910),
Luxemburg (1913 and 1915), Bukharin (1915 and 1924) and Lenin
(1916).5¢ Although Hobson is the only non-Marxist author of the group,
his early work exercised quite a degree of influence on the others,
especially on Lenin. Despite the various distinctions that one could draw
among these authors, they all share many common elements which are
of sufficient importance to allow one to include them together in the
classical theory of imperialism. Because these theories are fairly well
known and many books exist which provide systematic accounts of each
of them,”’ I shall not deal with them independently but shall concentrate
on a general discussion of their most salient common features and
differences.
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Characteristics of imperialism

Classical theory describes imperialism as acomplex political, economic
and ideological phenomenon. Lenin gives pride of place to its economic
aspect in describing it as ‘the highest stage of capitalism® where cartels
and monopolies, including banks, have become ‘one of the foundations
of the whote of economic life’ 3 Yet he is quite aware of its political and
ideological impact. In fact this is likely to be the only reason why he
decided to deal with a subject which had already been extensively treated
by Hilferding, Hobson and Bukharin, whose contributions he summarizes
and acknowledges. His intention is toattack Kautsky, but more generally,
in the wake of the collapse of the Second International, he wants to
explain how it is possible that sections of the European proletariat had
allowed themselves to be led by leaders who had been bought off by the
bourgeoisieand how ‘the imperialist ideology also penetrates the working
class.”® His answer is that

Imperialism, which means the partition of the world, and the exploitation

_ of other countries besides China, which imeans high monopoly profits for
a handful of very rich countries, creates the economic possibility of bribing
the upper strata of the proletariat, and thereby fosters, gives form to, and
strengthens opportunism.5

In summarizing the theories of Hobson, Hilferding and Bukharin, Lenin
gives five basic features to imperialism. First the concentration of
capital; second the emergence of finance capital, namely the merging of
industrial and bank capital. Third, the export of capital; fourth the
emergence of international monopolies, and fifth, the territorial division
of the whole world.®'

Hobson was the first to mention the process of concentration of capital
and the creation of trusts and combines in connection with imperialism.
But it was Hilferding whodeveloped the idea within a Marxist framework
by arguing that this was a new model which represented the situation of
Germany and the United States rather than the situation of Great Britain.
The British bourgeoisie was forfreetradeandforcurbingthe mercantilist
policies of the state. In the European continent and America, on the
contrary, the struggle against the predominance of British industry in the
world led the bourgeoisie to accept an interventionist state and the
erection of protective tariffs. It was the exclusion of foreign, especially
British, competition and the lack of accumulated capital in the hands of
individuals that led to the emergence of cartels and the importance of
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banks. The unification of industrial, commercial and bank capital, the
process of concentration and centralization of capital under the direction
of high finance is what he called ‘finance capital’.®* As the protective
tariffs propounded by finance capital have a harmful effect on the rate of
profit, the need arises to acquire new economic territories to which to
export capital. This leads to the political conquest and division of the
world.

Thus an imperialist ideology of a belligerent and racist nature arises
which is opposed to the liberal ideology of early capitalism:

The demand foran expansionist policy revolutionizes the whole world view
of the bourgeoisie, which ceases to be peace-loving and humanitarian . . ,
It has no faith in the harmony of capitalist interests, and knows well that
competition is becoming increasingly a political power struggle . . . The
ideal now is to secure for one’s own nation the domination of the world . . .
Since the subjection of foreign nations takes place by force . . . it appears
to the ruling nation that this domination is due to some special natural
qualities, in short to its racial characteristics.5?

The ideological and political aspects of imperialism are also highlighted
by Bukharin and Luxemburg. The former argues that imperialism is
mainly the policy of conquest of finance capital but that one can also
speak of imperialism as an ideology.® Thelatter conceives of imperialism
as an eminently political phenomenon, namely, the struggle for non-
capitalist territories which is the necessary expression of theaccumulation
of capital 5

T he causes of imperialism: underconsumptionism versus
superprofits

In so far as the analysis of the major driving forces behind imperialism
is concerned, it is possible to distinguish at least two broad lines of
approach among these authors. On the one hand, Luxemburg concedes
some importance to the search for cheap raw materials and labour-power
but she clearly emphasizes as the main cause the inevitable capitalist
over-production of commaodities which cannot be sold in themetropolitan
internal markets and which leads to the necessary search for new world
markets to realize the surplus-value embodied in them. What is not often
appreciated is that Luxemburg does not refer to an expansion to just any
foreign market, for instance, other capitalist markets. Her definition of
imperialism is more restricted than that: ‘Imperialism is the political
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expression of the accumulation of capital in its competitive struggle for
what remains still open of the non-capitalist environment.’*®

~ Arguing against Struve, who thought that countries with vast territories
and large populations did not need foreign markets, she maintains that
<capitalist production is by nature production on a universal scale . . . it
is producing for a world market already from the word g0.’%" So the
inevitable contradiction between the production of surplus-value and its
realization, which according to Luxemburg Marxdid not fully consider,
already takes into account, and develops within, the whole of the
capitalist worldmarket. Hence, in orderto realize surplus-value, capitalism
must sell its commodities to peoples and strata whose mode of production
is. pre-capitalist.®® This is why the very possibility of capitalist
dccumulation is tied up withthe existence and slow disappearance ofnon
capitalist modes of production: ‘Historically, the accumulation of capital
‘i a kind of metabolism between capitalist economy and those pre-
capitalist methods of production without which it cannot go on and
which, in this light, it corrodes and assimilates.’”°

On the relation between capitalism and its non-capitalist periphery,

Luxemburg criticises Marx because the model of reproduction presented
in Capital volume 2 assumes that the whole world is capitalist and hence
imperialism cannot be explained:

However one defines the inner economic mechanisms of imperialism, one
thing is obvious and common knowledge: the expansion of the rule of
capital from the old capitalist countries to new areas. . . But Marx assumes,
as we have seen in the second volume of Capiral , that the whole world is
one capitalist nation, that all other forms of economy and society have
already disappeared. How can one explain imperialism in a society where
there is no longer any space for it?”!

For Luxemburg therefore, imperialism is not just any kind of expansion
to foreign countries and their markets. By definition imperialism makes
a reference to pre-capitalist economies. This means that in a wholly
capitalist world there cannot be imperialism. But it means also that the
end of pre-capitalisteconomies and consequently of imperialistexpansion
signals the end of capitalism itself: surplus-value can no longer be
realized, the accumulation of capital ceases, productive forces cannot
advance and hence the capitalist economy collapses.

~ Onthe other hand, the rest of the authors mentioned above recognize
theimportance of getting cheap raw materials too, but tend to emphasize,
as the primary motor force of imperial expansion, the monopolistic_
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search for superprofits and/or the need to counteract the trend for the rate
of profit to fall. Hobson is already aware that the new imperial expansion
occurring at the end of the nineteenth century to mainly tropical and
highly populated areas of the world is of a totally different nature from
the earlier colonization of temperate and sparsely populated zones by
white European settlers (United States, Australia, Canada, New Zealand);
The new colonies are not given civil liberties and the political right to
self-government and trade with them is poor.”?> Hobson argues that the
bulk of the foreign trade of industrial nations is with other industrial
nations and that the supposed inevitability of the imperialistic expansion
as a necessary outlet for industrial goods is a fallacy. Were it not for the
maldistribution of income and over-saving of profits,imperialist countries
could absorb all the commodities they produced. The search for areas
where capital can be exported and indeed the struggle among imperialist
nations for profitable markets of investment is a reality, but not a
necessary one.”

Explicitly arguing against Luxemburg, Bukharin recognizes that
capitalist accumulation is inextricably linked to the non-capitalist world,
but this does not mean that Marx got it wrong in Capital volume 2 simply
because he abstracted from the non-capitalist world. Capitalist
accumnulation is possible in ahypotheticaily isolated and purely capitalist
society although such a capitalist society has never existed. The real
cause of capitalist expansion is not so much a constant over-production
as the possibility of acquiring greater profits.”* To support this view he
quotes a passage from Capital where Marx says that ‘if capital is sent
abroad, this is not done because it absolutely could not be applied at
home, but because it can be employed at a higher rate of profit in a foreign
country.’”® Furthermore, he disagrees with Luxemburg’s restricted concept
of imperialism because it leads to the belief that a fight for territories
which have already changed to capitalism is not imperialism.”®

For Hilferding the impulse behind the imperialistic expansion and
division of the world is the export of capital. The export of capital is
crucial to monopolistic capitalism as a way of canceling out the effects
of the falling rate of profit and, at times, as a way for monopolies and
cartels to get extra-profits.”” As Hilferding puts it,

Export capital feels most comfortable, however, when its own state is in
complete control of the new territory, for capital exports from other
countries are then excluded, it enjoys a privileged position, and its profits
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are more or less guaranteed by the state. Thus the export of capital also
encourages an imperialist policy.”®

But this drive to control new territories necessarily leads to increasing
competition and conflicts between the European states, Hilferding quite
correctly anticipates the war between England and Germany.”® But more
generally, he notices that monopoly capitalism brings about a change in
he relations between the bourgeoisie and the state. Hobson had already
hinted at it when he argued that imperialism entailed the use of the state
by private interests in order to secure for them superprofits abroad.®
Hllferdlng develops _this point more. theoretically within Marxism.
Before the emergence of finance capital the bourgeoisie had been
opposed to state power, and liberal ideology had wanted to exclude the
economy from the sphere of state intervention. On the contrary, finance
capital makes use of the power of the state to eliminate the competition
and gain a privileged position in the world markets. The ideology of
imperialism is completely opposed to liberalism:

Finance capital does not want freedom, but domination; it has no regard for
the independence of the individual capitalist, but it demands its allegiance.
Itdetests theanarchy of competition and wants organization .. . Butin order
toachieve theseends. .. it needs the state which can guarantee its doimestic
market through a protective tariff policy and facilitate the conquest of
foreign markets.®!

Lenin does not add anything substantial to this issue which had not
already been advanced by Hobson, Bukharin or Hilferding. His work
summarizes all their views. The motor force of the imperialist expansion
is the search for increased profits which monopolistic firms achieve by
exporting capital abroad. In the so-called ‘backward’ countries, which
are the recipients of export capital, ‘profits are usually high, for capital
is scarce, the price of land is relatively low, wages are low, raw materials
are cheap . . . The necessity for exporting capital arises from the fact that
in a few countries capitalism has become “overripe” and . . . capital
cannot find a field for “‘profitable” investment.’*> Brewer has argued that
there may be underconsumptionist overtcones in Lenin’s position which
are due to the influence of Hobson.?® Indeed Lenin argues that if the
standard ofliving of the masses were to be improved and agriculture were
to be developed there could not be a superabundance of capital. And he
revealingly adds, ‘if capitalism did these things it would not be
capitalism. ** This might indicate that, unlike Hobson, Lenin believes
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that low wages are a fundamental premise of capitalism and that the
ensuing lack of demand is a necessary impulse to imperialist expansion,
However, the problem is not so simple because Lenin also thinks that
improving salaries would mean adecline in profits. Capitalists, therefore,
inany case would prefer to export capital abroad inorder to expand theit
profits.

The consequences of imperialism for central economies

Apart from Hilferding, most of the classical theorists of imperialism
conceive of this new phase as tendentially leading to the collapse of
capitalism or, at least, to a dangerous corruption of its operation. Even
Hobson, who is no Marxist, derives from his analysis the conclusion that
imperialist nations live increasingly on ‘tribute from abroad’, as ‘parasites’:

This is the largest, plainest instance history presents of the social parasitic
process by which a moneyed interest within the State, usurping the reins of
government, makes for imperial expansion in order to fasten economic
suckers into foreign bodies so as to drain them of their wealth in order to
support domestic luxury.®3

Theeffectofparasitism is thatcrucial industries and agricultural activities
tend to disappear from Europe. Lenin was quite influenced by this idea
;_’émd elaborated it to try to show that capitalism had entered into a stage
‘where the tendency to stagnation and decay had become established. The
monopolization of the economy led to economic stagnation and the
possibility of retarding technical progress. European countries lived like
‘rentiers’ exploiting the labour of foreign countries like parasites.
- However, this economic parasitism allowed the ruling class to get rich
_ and to bribe sections of the proletariat.?¢ Although Hilferding too had
mentioned the problematic effects of imperialism on working class
consciousness, he did not emphasize the tendency to stagnation of
capitalism. On the contrary, he maintained that the export of capital

increases domestic production, which has to supply the commodities which
“.are exported abroad as capital. Thus itbecomes a very powerful impetus to
- capitalist production, which enters upon a new period . . . during which it
seems to be the case that the cycle of prosperity and depression has been
shortened and crises have become less severe. The rapid increase in
production also brings about an increased demand for labour power which
isadvantageoustothetrade unions, andthe tendencies towards pauperization
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inherent in capitalism appear to be overcome in the advanced capitalist
countries. The rapidrise in production inhibits aconscious awareness of the
ills of capitalist society and generates an optimistic view of its viability.?’

However, even for Hilferding, imperialism leads to an intensification of
social contradictions andincreased possibilitiesforsocialism. Monopolies
tend to impose great burdens on dominated classes and as the dangers of
war increase and the pace of accumulation necessarily slows down
because no new territories can be found to which to export capital, a
socialist revolution becomes closer: ‘in the violent clash of these hostile
interests the dictatorship of the magnates of capital will finally be
transformed into the dictatorship of the proletariat.’® It is interesting to
note that despite the preponderance of economic analysis in Hilferding’s
work, he does not fall into the trap of anticipating the inevitability of the
economic collapse of capitalism and stresses the political nature of the
struggle for socialism.
ForRosaLuxemburg,onthecontrary, the necessary economic collapse
of capitalism is closely related to the exhaustion of the imperialist
expansion. The moment that new pre-capitalist territories cease to be
available as ‘third markets’ for the commodities produced in the central
economies, accumulation comes to a halt because surplus value can no
longer be realized: ‘for capital, the standstill of accumulation means that
the development of the productive forces is arrested, and the collapse of
capitalism follows inevitably, as an objective historical necessity.’®* For
Luxemburg, therefore, socialism is inevitable not because the workers
will bring it about in a political struggle, but because capitalism will
necessarily collapse. As she puts it, ‘according to Marx, the rebellion of
‘the workers, the class struggle, is only the ideological reflex of the
objective historical necessity of socialism, resulting from the objective
impossibility of capitalism in a certain economic stage.’*°
Bukharin, too, believes that ‘it is a fact that imperialism means
catastrophe, that we have entered into the period of the collapse of
capitalism, no less.”®' However he also asserts that Luxemburg’s
deterministic and over-simplistic position is theoretically and factually
mistaken. Itis theoretically flawed because it rests on the assumption that
therealization of surplus-value is impossible in a wholly capitalist world.
It is factually wrong because although it is true that capitalism has
become the dominant economic form everywhere, most of the world’s
population are still peasants, who constitute precisely that market of
‘third persons’ whose existence Luxemburg considerstobe essential for
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the survival of capitalism. There is no sign of the numbers of pre-
capitalist ‘third persons’ declining ‘and yet the whole epoch is already
showing the most acute sharpening of contradictions, the most acuze and
general tension, the most acute catastrophical character. And yet capitalism
is already beginning to “burst”. 2 Hence Bukharin attacks Luxemburg’s
deterministic approach to the necessary economic collapse of capitalism
with the facts of amore immediate political collapse which does not have
to wait for the disappearance of ‘third persons’. This collapse has already
started:

Today we are able to watch the process of capitalist collapse not merely on
the basis of abstract constructions and theoretical perspectives. The collapse
of capitalism has started. The Qctoberrevolution is the most convincing and
living expression of that.”?

The consequences of imperialism for peripheral economies

One of the most important features of the classical theory of imperialism
is that despite talking about the expansion of capitalism to pre-capitalist
areas, annexationism and the division of the world by imperialist
countries, it pays scant attention to and hardly analyses at all the specific
situation of backwa'rd" ‘countries. Much as these classical theorists
criticize the race to conquer foreign territories and the dangers of
corruption and war that this brings about, they still feel that this process
is not only inevitable but actually necessary for the development of
peripheral areas. Paradoxically, it is this very process of peripheral
development, which is taken for granted, that the theory of imperialism
sees as the main problem for central capitalism: either the realization of
surplus-value bscomes impossible or investment and expansion is
rechanneled to the benefit of the periphery. Imperialismis bad for Europe
but ultimately good for the colonized peoples.

Hobson, for instance, accepts that ‘backward’ countries must be
‘opened up’. He criticizes British expansion not so much because it is bad
for the colonized countries as because it is a burden for and not in the
interestof Britain. He argues that if it is necessary that Western industrial
civilization develops foreign countries for the ‘general good’, then
Britain has done its share, and now it is the turn of France, Germany,
Japan and Russia to do theirs.’* It is not without significance that in a
chapter entitled ‘Imperialism and the lower races’, Hobson argues that
the autonomy of backward countries is not inviolable. The reason is that
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the ease with which human life can be maintained in the tropics breeds
indolence and torpor of character. The inhabitants of these countries are not
‘progressive people’; they neither develop the arts of industry at any
satisfactory pace, nor do they evolve new wants and desires, the satisfaction
of which might force them to labour.”

Although it is not morally right to compel foreign peoples to develop
theirown resources, it is legitimate for advancednations to utilize natural
resources which are left undeveloped and to ensure ‘the progress of the
civilization of the world’. But this must not be left in the hands of private
adventurers and profit seekers: ‘every act of “Imperialism” consisting of
forcible interference with another people can only be justified by
showing that it contributes to “the civilization of the world”.’%¢

Hilferding, inhisturn,doesnotindulge in a discussion about the moral
justification of acts of imperialism. As a Marxist he just verifies the fact
that the export of capital accelerates the ‘openingup’ of foreign countries.
True, one of the main obstacles to ‘opening up’ backward countries is the
shortage of wage labour which canonly be solved by forcibly expropriating
the land of the natives. (Directly by the white settlers taking the land or
indirectly by oppressive taxation.) These violent methods are the main
task of colonialism. Yet the results of the capitalist expansion are
ultimately positive for the ‘nations withouta history’ because ‘it promotes
the maximum development of their productive forces’, ‘the old social
relationsarecompletely revolutionized’, ‘they are swept into the capitalist
maelstrom’, and ‘capitalism itself gradually provides the subjected
people with the ways and means for their own liberation.’®’

The use of force, the destruction of rural industries, oppressive
taxation and the expropriation of the land are also well described by
Luxemburg.®® But ultimately she too believes that the results of the
imperialist phase of accumulation are

the industrialization and capitalist emancipation of the hinterland where
capital formerly realized its surplus value. . . Revolution is an essential for
the process of capitalist emancipation. The backward communities must
shed their obsolete political organizations . . . and create a modern state
machinery adapted to the purposes of capitalist production.”

Leninhimself saw the main problems of imperialism as happening in the
central advanced countries: the decay of capitalism, the arrest of
development and, especially in the political arena, opportunism, the
‘buying off’ of the leadership of the European working classes, etc. But
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when it comes to assessing the effects of imperialism in the ‘backward’
countries, then he repeats the traditional line:

The export of capital affects and greatly accelerates the development of
capitalism in those countries to which it is exported. While, therefore, the
export of capilal may 1end to a certain extent to arrest development in the
capital exporting countries, it can only do so by expanding and deepening
the further development of capitalism throughout the world.'®

THE CRITIQUE OF THE THEORY OF IMPERIALISM

Among the many criticisms of the classical theory of imperialism that
one can find in the literature, those which focus on the following three
areas seem significant. The first concermns the relevance for contemporary
capitalism of some of the features of imperialism given by the above-
mentioned authors. The second is related to the eurocentrism of the
theory; and the third has to do with the connection between imperialism
and the collapse of capitalism.

Two main features of imperialism come under critical scrutiny: the
primacy given by the theory to the export of capital as the main defining
feature of imperialism and the predominance of banking capital over
industrial capital. Barrat Brown has argued that both in the period up to
1939 and in the period since 1945 the income of the central economies
from overseas investment was in excess of the outflow of capital to third
world areas. Moreover, neither up to 1939 nor since 1945 has the larger
part of central export capital gone to third world countries. British
investment abroad before 1939 was divided into 20 per cent in British
colonies, 20 per cent in Latin America, and the bulk, 60 per cent in the
developed world. So he concludes that ‘the widening gap between poor
and rich countries’ is ‘the result rather of the withdrawal of capital than
of the export of capital . . . the continued exercise of economic power by
the advanced countries over the underdeveloped is still not explained in
terms of capital exports.’'®! On the other hand Cardoso, following Baran
and Sweezy, argues that the emergence of transnational corporations and
multinationals which act as self-sufficient units of capital accumulation
throws doubts into the notion that banking capital controls industrial
capital.'0?

Cardoso’s point should not be construed as a criticism of the accuracy
of the original theory itself in so faras it describes the situation prevalent
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inthe second decade of the twentieth century but rather must be taken as
an invitation to rethink the theory in the context of important changes
which have occurred in the development of capitalism ever since. Barrat
Brown’s point is less simple. The question arises as to whether the fact
that the bulk of the central economies’ export of capital goes to other
developed countries and the fact that in the underdeveloped countries the
outflow of capital is greater than the inflow of capital of themselves
change the nature of imperialism. Is it of the essence of imperialism, as
defined by the classical authors, that most of the export of capital should
go to third world areas and that the repairiation of profits should be
smaller than the export of capital? I do not think so. What would have
been the point of talking about the ‘parasitism’ of European countries
living like ‘rentiers’ off foreign lands if this had been the case?

Barrat Brown might counter-argue that what is obviously affected by
these facts is the idea that the economic domination of the third world
occurs through capital exports. First because they are relatively small as
a proportion of the totality of capital exports; second because they are
smaller than the repatriation of profits. But these facts are not really
decisive enough to reject the impact of foreign investment on the third
world. To say that the problem is the withdrawal of capital rather than the
export of capital is disingenuous because the former depends on the
latter. The influence and importance of foreign capital is relative to the
size of the underdeveloped productive structure and must be judged in
relation to factors such as state revenues, employment, access to forcign
currency in order to import, etc. For instance, before the nationalization
of the copper mines by Allende’s government in Chile the American
copper companies took more capital out by repatriating profits than the
capital they originally invested in the mines. Yetfora long time they were
the main source of foreign currency and of an important part of the state
revenue through taxation, they allowed the development of related
industries, contributed to employment in various regions of the country
and developed a resource which would have been otherwise unexploited.
In short, Chile was highly dependent upon that foreign investment.

However, as Warren has argued, it is rather difficult to show that the
exportof European capital is an exclusive feature of the imperialist stage
of capitalism or that it is directly connected with the drive to annex new
territories. Capital exports seem to have been a normal feature of
capitalism from its inception and they do not show any dramatic increase
during the imperialist phase. Besides, the peak of capital exports precede
the rise of European monopolies and many imperialist countries (like
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USA, Japan, Spain and Portugal) were netimporters rather than exporters
of capital between 1870 and 1914.!%* Warren’s point is that the imperialist
expansion has more to do with trade and strategic considerations than
directly with capital exports, Still he acknowledges that what was called
‘trade’ included the acquisition and protection of areas for investment.

The second area of criticism concems the general eurocentric
perspective of the theories of imperialism. No matter how it is defined by
the various authors, imperialism is mainly concemed with the processes,
and analysed from the perspective, of advanced capitalism in Western
Europe. The role of the periphery is in the first instance purely passive
and it is considered only in so far as it is a reflection of socio-economic
forces and changes occurring in the industrial world. The periphery is not
deemed worthy of serious analysis, except as the recipient and sufferer
of external forces it cannot resist. Its fate, and also its only chance of
progress, seem to be inextricably tied up with the forcible process of
being ‘opened up’ by colonial powers. The nineteenth-century vision of
‘peoples without history’, stagnant and backward, incapable of any
material progress on their own and unable to present any opposition to
the European expansion, lingers on in the theory of imperialism. Because
the periphery is not seriously analysed in its own right, imperialism is too
easily identified with colonial situations. Hinkelammer! has pointed to
the fact that the classical theory of imperialism fails to consider the
situation of countries, like those of Latin America, which were already
formally independent at the beginning of the nineteenth century and
which nevertheless freely accepted British free trade, thus postponing
their own industrialization and becoming dependent on industrial
countries.'®

Now it may be thought that there is little point in criticising the
eurocentrism of the classical conception of imperialismn since the theory
was not about the moral justification of the process of imperialist
expansion butabout the rigorous description and explanation of the last
necessary stage of capitalist development. However, in so far as the
‘backward’ countries are concemed, the fact that most of them were
‘opened up’ and their native economies disrupted does not mean chat that
was a strictly necessary process without which they inevitably would
have remained backward. Japan was never colonized by the West and yet
it was able to accomplish its own capitalist revolution. On the other hand,
the early Spanish and Portuguese rule over Latin American countries can
hardly be described as planting the seeds of industrial capitalism in the
continent. I am not sayiﬁg that if the colonization process had not taken
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place most ‘backward’ countries would have developed like Japan. But
the possibility cannot be entirely excluded that at least some would and
others perhaps would have been less poor.

Evenif one were to concede thata different path to development would
have been highly unlikely for most third world countries, such an idea
would still need to be substantiated by an analysis which goes beyond the
categories of ‘backward peoples’ or ‘peoples without history’. Such
categories are absolutely inadequate, ragbag concepts which cover
everything that does oot fit into the European pattern of development. In
other words, the study of the role and consequences of imperialism, as
much as of its possible alternatives, requires not just an analysis of
advanced capitalism in Europe but also a more rigorous analysis of the
class structures and economic processes of the periphery. This would
have shown situations of dependency which were not the result of
unilateral colonial impositions. But such an analysis was not carried out
by the classical theory of imperialism.

As Hinkelammert has argued, the classical theory of imperialism
interprets the world capitalist system as a homogeneous totality whose
internal cleavages are purely quantitative and due to the fact that some
countries are latecomers to capitalism,'®* The problem is not in the idea,
already present in Marx, that capitalism is at that time fast expanding and
penetrating the entire world. This is obviously happening and the process
is forcibly accelerated by imperialism. The problem is rather twofold: on
the one hand, the assumption is made that backward nations can become
capitalist only through external imposition; and on the other, the
development of capitalism inthe ‘backward areas’ is too easily identified
with fully fledged industrialization and expansion of productive forces.
For these authors, just as much as for Marx, capitalism is inherently
industrializing. They imagine that once the forces of capitalism begin to
operate in the periphery, the same process of industrialization experienced
by Europe will be repeated. This is why they suspect that the export of
capital abroad can occur at the expense of the central economies and
bring about the collapse of European capitalism. They do not have any
inkling that capitalism in the central economies is not about to relinquish
itscontrol of the expansion process, let alone collapse, and that capitalism
in the periphery is by no means going to produce immediately and
necessarily the widespread industrialization and the qualitative expansion
of productive forces which could threaten the primacy of central
economies.
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This brings me to the third area of criticism which is related to the idea
that imperialism is a degenerate and corrupt phase of capitalism which
leads to an accentuation of its inherent contradictions and to its imminent
collapse. One perceives in the authors of the classical theory the same
strong belief held by Marx and Engels for most of their lives that the
collapse of capitalism and its replacement by socialism is not far away.
They also share with Marx and Engels the idea that the revolution and the
ensuing demise of capitalism will start in Europe, where capitalism is
most advanced. They did not have an inkling of the fact that, as Warren
puts it,

Imperialism, far from being the product of a senile, decaying capltdllsm
compelled to invest abroad the capital itno longer had the ‘vigour’ toabsorb
at home, was on the contrary the product of young and vigorous capitalist
economies newly emerging onto the international arena to challenge their
rlvals in ‘trade.'%®

I entirely agree with Warren on this point. There can be little doubt that
the necessary linking of the imperialist stage with the collapse of
capitalism was more wishful thinking than rigorous analysis. This was
not because imperialism did not bring about political opportunities for
revolution (in fact it brought about many, to which the Russianrevolution
and other failed socialist uprisings in Europe bear witness) but because
(a) the analysis of the imperialist stage as economically stagnant,
overripe, corrupt and decaying was clearly flawed; and (b) even when the
economic conditions are propitious the political success of a revolution
isneversecured. The Marxistauthors of the classical theory of imperialism
shared the orthodox belief in the absolute necessity of socialism and
thought that the economic and political contradictions of imperialism
would inevitably lead to it. But this deterministic conception of historical
materialism cannot be sustained, as I have tried to show elsewhere.'??
Warren’s critique goes further though. He points out that Lenin’s -

insistence on the parasitic and decaying nature of the imperialist stage of
capitalism inevitably tended to suggest the idea that colonial countries
were simply being robbed and exploited and that, in spite of formally
stating thatimperialism greatly accelerates thedevelopment of capitalism
in the colonies, the idea was implicit in his theory that imperialism was
an obstacle to industrialization in the third world. ' I do not think that
this is a fair reading of Lenin’s position. Warren is interpreting Lenin in
the light of the subsequent evolution of the communist movement and
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attributing to him the paternity for changes which were introduced in the
1928 congress of the Communist International, years after his death. Ido
not think this attribution is accurate, first because there is no textual basis
for it, and second because all the other theories of imperialism which
Lenm used for his own book subscribed to the opposite view. Warren .
argues that Lenin completely changed Marx’s position on this issue. But:
he makes two mistakes. First, he has a very narrow view of Marx’s’
position as being simply and unproblematically expressed in his early
writings on India. Warren entirely neglects other texts written after 1860,
especially the letters on Ireland. Second, even if we take the early
writings on India as genuinely representative of Marx’s position, Lenin
does not substantially depart from their general thrust.

THE POLITICAL READJUSTMENT OF THE THEORY OF IMPERIALISM

Brewer has argued that *the period between the wars produced nonotable
innovations in the Marxist theory of imperialism.’'% This may be true in
the sense that no new theoretical contribution of importance emerged
during that period but, politically, the interpretation of the classical
theory of imperialism changedin the practice of the communistmovement
and, increasingly, imperialism began to be considered as the main
obstacle to development in the third world. The change of perspective
was officially sanctioned during the 6th Congress of the Third International
in 1928 in the context of the discussion about the failure of the 1927
Chinese revolution. Although the disaster had been brought about by the
line of collaboration with the Kuomintang imposed on the Chinese
Communist party by Stalin through the Comintern, Bukharin’s report
managed to deflect the criticisms away from the Comintem and blamed
the Chinese themselves. Naturally, the collaboration between communist
parties and nationalist bourgeois movements came in for harsh criticism.
Thisdid notmeanthatthe struggle against the ‘imperialist slavery’ orthe
‘imperialist yoke’ should relent, but it meant that backward colonial
peoples in their anti-imperialist struggles should look now to the Soviet
Union and the revolutionary proletariat of the imperialist countries for
alliancesinstead of following the leadership of their national bourgeoisies.
This new alliance with the USSR

opens for the masses of China,Indiaand all other colonial andsemi-colonial
countries the prospect of independent economic and cultural development,
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avoiding the stage of capitalist domination, perhaps even the development
of capitalist relations in general . . . There is thus an objective possibility of
a non-capitalist path of development for the backward colonies . . .'*

There is no need to trace this view back to Lenin, as Warren''' and
Cardoso''? do, inorderto explainits emergence. The truth is simpler: the
communist movement was increasingly confronted with the plight of
colonized nations and the third world representatives in the Communist
[ntemnational began to put in question the eurocentrism of its resolutions.
Even as this change of perspective is being stated, the labouring masses
of the colonies are described as ‘a most powerful auxiliary force of the
-socialist world revolution’ led by advanced proletariats, especially the
Russian.'”* The theoretical shift, although important, must not be
overestimated. The Soviet Union was assigned a pre-eminent role in the
anti-imperialist struggles of the third world and the development of
colonized countries was judged tc be temporarily impossible for as [ong
as these nations did not achieve independence. It did not declare, as
Warren alleges. that capitalism was devoid ‘of positive social functions
anywhere’,''* although it did contemplate the possibility that capitalism
could be leapt over.''?

In spite of envisaging the possibility of leaping over capitalism, the 6th
Congress did not state at any point that capitalist development in the
colonies was impossible or undesirable. In fact the position on the
national bourgeoisies changed again in 1935 during the 7th Congress
held against the background of Hitler’s accession to power. Increasingly,
‘the Soviet communists subordinated all the policies and theoretical
statements of the International to the foreign policy needs of the Soviet
Union. Atthe 5th Congress in 1924 tactical alliances with the bourgeoisie
were encouraged which in the main rubber stamped Stalin’s policy of
forcing the members of the Chinese Communist party to enrol in the
Kuomintang. In 1928, after the Chinese disaster, it was felt that any
alliances with aggressive bourgeois movements had to be curbed. In
1935, on the contrary, it was argued that Nazism could only be stopped
with the help of other European bourgeoisies and the formation of
popular fronts.

One cannot derive from these policy about-turns definite theoretical
conclusions about the chances of capitalism in the third world. It is clear
though that imperialism became a negative force for third world
.development. Yet this is only a temporary obstacle for colonial countries.
‘Development is supposed to be able to resume its course after
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independence, either in a capitalist or in a socialist way. This is why the
“‘change of perspective which occurred was hardly a major doctrinal
alteration. In so far as it defined imperialism as a shortlived fetter on the
develcpment of the third world, it had been already partially anticipated
at an early stage by Marx himself when he said that

" the Indians will not reap the fruits of the new elements of society scattered
among them by the British bourgeoisie till in Great Britain itself the now
ruling classes shall have been supplanted by the industrial proletariat, or sifl
the Hindus themselves shall have grown strong enough o throw off the
En glish yoke altogether. At all events, we may safely expect tosee, atamore
or less remote period, the regeneration of that greatand interesting country.''¢

Palma has argued, on the contrary, that the 6th Congress of the Comintern
in 1928 constituted a turning point which not only emphasized imperialism
as a temporary obstacle to development but went further and radically
doubted ‘the historical progressiveness of capitalism in the backward
regions of the world’."'” This would be implicit in Kuusinen’s ‘Theses on
the revolutionary movement in colonial and semi-colonial countries’
approved in the 6th Congress, where the idea of a ‘feudal-imperialist
alliance’ is formulated:

Where the ruling imperialism is in need ot a social support in the colonies
itfirstallies itself with the ruling strata of the previous social structure, the
feudal lords and the trading and money-lending bourgeoisie, against the
majority of the people.'®

I do not think that one can derive a radical questioning of the
progressiveness of capitalism in the third world from this quotation.
Palmaoverlooksthree facts. First, further below, thethesesclearly repeat
the old Leninist tenet that ‘the export of capital to the colonies accelerates
the development of capitalist relations there. The part which is invested
in production does to some extent accelerate industrial development; but
this is not done in ways which promote independence.’''® Second, the
passage in question refers mainly to colonial situations and nol to
formally independent countries. And, third, in so far as it could be applied
toindependent backward countries, the feudal-imperialist alliance thesis
servedto justify apoliticalanddevelopmental strategy basedon bourgeois
nationalism supported by popular classes. This was in fact the basic
strategy expressed by the programmes of tha majority of Latin American
communist parties from the late 1930s onwards. They never doubted the
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viability of capitalismas a developing force and this was the reason why
they were taken to task by the Cuban revolutionaries and by certain
‘dependency’ theorists in the early 1960s.

After the second world war the theory of imperialism was readjusted
once more, this time, however, in a more substantial manner. This new
shift was clearly determined by the increasing importance of anti-
colonial movements and by the challenge of widespread and persistent
poverty all over the third world. For the first time Marxist authors are

:forced to look more closely to the reality of ‘backward’ countries and to
‘find theoretical explanations of their backwardness which go beyond the
"old ideas which considered the problem to be atemporary occurrence and
blamed colonial arbitrary impositions for its existence. The reality of
backward independent countries comes to the fore. The effects of
imperialism can no longer be identified with the colonial situation. The
work of Paul Baran developed immediately after the war takes account
of these new circumstances and represents an important theoretical shift
within the theory of imperialism. Baran is the first author within the
theory of imperialism who studies the class structures and economic
processes of underdeveloped countries, but more important, he is the first
Marxist author who puts in doubt the homogeneous conception of world
capitalism, -

In the first place, Baran does not consider backwardness to be the result
of pre-capitalist structures, on the contrary, backwardness is also a
product of capitalism. The main question he asks himself is ‘why is it that
in the backward capitalist countries there has been no advance along the
lines of capitalist development that are familiar from the history of other
capitalist countries, and why is it that forward movement there has been
either slow or altogether absent?’'?® The question simply assumes that
backward countries are fully capitalist and that capitalism in them has not
developed in the same way as in the industrial world. The reason for this
is sought in the fact that the economic surplus'?! produced in backward
capitalist countries is not entirely available for productive investment,
partly because it is drained away by imperialist countries and partly
because it is squandered by the local ruling classesin luxury consumption.

Baran is probably the first author who conceives of capitalism as a
heterogeneous and hierarchical international system within which some
countries, the metropolises,exploitand subordinate others, the dependent
countries, which in their turn exploit others and thus successively down
to the colonies at the base.'?? He contrasts the old competitive phase of
capitalism which was progressive and expanding with the new
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monopolistic phase which leads to stagnation. In the era of monopoly
capital, capitalism ceases to be a developing force because monopolies
are not interested in expanding output or in introducing new production
techniques. Economic development everywhere (in advanced and
packward capitalist countries) comes into conflict with the economic and
political order of capitalism and imperialism.'?* But underdeveloped

countries have an additional problem: imperialist countries are opposed *
totheir industrialization'?* and try to maintain in power the old oligarchies

which squander resources and are convenient to their interests.
Thismeans that Marx’s dictum that ‘the country thatis more developed

industrially only shows, to the less developed, the image of its own

future’!® can be applied only to some less developed countries, namely,

those which never fell under, or had escaped from, the domination of more
developed countries . .. In the rest of the capitalist world, scores of colonies,
neo-colonies, and semi-colonies are doomed to remain in their degraded
condition of underdevelopment and misery. For them the only road forward
leads straight out of the capitalist system.'?¢

In those areas like Australia, North America, etc., European settlers
entered more or less complete societal vacuums and succeeded in
establishing indigenous societies of their own. It was different elsewhere
where they faced established societies with rich and ancient cultures.
There they only extracted gain and plundered the country. Thisextraction
of surplus jolted the entire development of these countries and affected
its subsequent course: ‘The removal of a large share of the affected
countries’ previously accumulated and currently generated surplus could
not but cause a serious set-back to their primary accumulation of
capital.’'?’ Imperialism is no longer a temporary obstacle to development;
it has lasting effects which capitalism itself cannot cure. This is why
developmentin the third world can only be achieved through adetermined
struggle against the conservative forces which are propped up by
imperialism, in short, it can only be achieved through socialism.'2?
Baran mentions India as an example of a country which would have
developed much better had it not been for the surplus tom from it by
Britain, Interestingly, although Baran agrees with Marx that one should
not idealize India’s pre-British past, he maintains that ‘at the same time,
it should not be overlooked that India, if left to herself, might have found
in the course of time a shorter and surely less tortuous road towards a
better and richer society.”'?° By contrast, Japan could develop because it
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‘escaped being tummed into a colony or dependency of Western European:
or American capitalism’!3® and so had the chance of independent national
development. There is not a word about Marx’s belief that British rule:
was necessary for India to come out of the Asiatic mode of production.
In fact Baran assimilates all pre-capitalist modes of production into the
feudal mode of production and believes that despite some variations
between different regions this mode of production has everywhere
entered inio ‘a process of dissolution and decay’ which has allowed
capitalism to develop.

If it is true that imperialism did contribute to the creation and
development of sonie of the pre-conditions for a capitalist system in the
colonies (by destroying the rural economy, expropriating the peasants
and improving communications and infrastructure), it is also true that it
blocked the development of other pre-conditions, not the least, it removed
the accumulated economic swiplus and exposed these countries to
foreign competition thus smothering their incipient industries.
Development was deflected from its normal course and made to conform
to the needs of imperialism.'*' The internal counterpart of this process is
described thus:

The economic surplus appropriated in lavish amounts by monopolistic
concerns in backward countries is not employed for productive purposes.
It is neither ploughed back into their own enterprises, nor does it serve to
develop others. To the extent that it is not taken abroad by their foreign
stockholders, itis used in a manner very much resembling thatof the landed
aristocracy. It supports luxurious living by its recipients, is spent on
construction of urban andrural residences, on servants,excess consumption,
and the like. The remainder is invested in the acquisition of rent-bearing
land, in financing mercantile activities of all kinds, in usury and speculation.
Last but not least, significant sums are removed abroad where they are held
as hedges against the depreciation of the domestic currency or as nest eggs
assuring their owners of suitable retreats in the case of social and political
upheavals at home.'*?

The lack of dynamic growth in underdeveloped countries thereforeis not
so much due to the reduced size of their economic surplus as to the way
it is used. Baran carries out a long analysis in which he identifies the main
classes and sectors which typically appropriate the surplus and assesses
the way in whichit is used. Unproductive use of surplus is most expanded
in the agricultural sector of the economy which, in inost underdeveloped
countries, produces at least half of the surplus. On the one hand the
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surplus produced by small peasants is drained away from them (in the
form of high interests, taxes and unfavourable terms of trade), thus
preventing any productive‘investment on their part. On the other hand the
big landowners spend their surplus in luxury consumption or in buying
more land. Another sizeable part of the economic surplus goes to petty
traders, merchants, money lenders and all kinds of intermediaries.
Individually they are relatively poor but as a whole they absorb an
enormous chunk of the surplus. Being scattered, very little of such
surplus goes to productive investment in industry.

As for the small industrial sector, there is little incentive to invest
because of foreign competition and lack of state protection. Moreover,
from the beginning the most important industrial concerns are born as
monopolies which control very narrow markets and therefore do not
need to invest in order to compete. This is even more accentuated in the
case of foreign firms which additionally send profits back home instead
of re-investing locally. Finally the state, which absorbs an important part
of the surplus, apart from a few exceptions, is controlled by ‘comprador
bourgeoisies’ which serve the interests of the foreign firms which exploit
the natura) resources (oi}, minerals, foodstuffs). They spend the surplus
in huge bureaucracies, building of roads and airports and military
hardware, and very little goes to the modemization of industry or
agriculture.

Baran’s analysis has received many criticisms, both from orthodox
Marxism and from mainstream development economics. His proposed
opposition between cormpetitive and monopoly capitalism, the former a
developing force, the latter leading to stagnation, is exaggerated and a
remnant of the classical Marxist view which considered imperialism as
the last stage of a moribund capitalism. As Brewer has pointed out,
‘Baran’s approach 1akes its evidence mainly from pre-war capitalism

«whereas ‘the “long boom” of the 1950s and 1960s suggests strongly that
‘monopoly capitalism is not incompatible with growth.’!» There are also
doubts about his description of underdeveloped structures as being fully
capitalist and about his subsurning all pre-capitalist modes of production
under the term ‘feudal’ and assuming that their decay always led to
capitalism. Baran’s concept of socialism also comes under attack for
inducing the belief that socialism more than a qualitative change of social
relations, is a means to accelerated economic growth in poor countries.
Additionally, the idea of socialism as a road to development for poor
countries 1s also somehow contradictory to Baran’s awareness that
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socialism in underdeveloped and backward countries tends to become an:
underdeveloped and backward socialism.'*

Still, for better or for worse, Baran’s analysis is extremely important
in several respects. First, he definiti vely changed the theory of imperialism
from the view that imperialism is bound to accelerate the development
of backward countries to the view that imperialism necessarily hinders
the process of development and irrevocably twists the working of
capitalism. Second he changed the traditional Marxist views about the
homogeneity of the world capitalist system and the developing qualities
of capitalism. Capitalism is no longer a developing force everywhere nor
do all capitalist countries go through the same historical stages. Third,
Baran introduced the notion of capitalist underdevelopment as a polar
type within the world capitalist system which is qualitatively different
from advanced capitalism. Such a concept of underdevelopment as a
different category had been totally absent from Marxist studies. Fourth,
he contributed to the notion that socialism is a road to development for
third world countries rather than the necessary result of advanced
capitalism. Fifth, for the first time he introduced a balanced analysis
which considered both the actions of imperialist powers and the internal
class structures and economic processes of the underdeveloped countries.

With Baran the theory of imperialism lost its eurocentrism and at the
same time was profoundly changed. As a new version it became
enormously influential in the 1960s and 1970s, and constituted the
articulating focus of many emerging intellectual currents, including
unequal exchange, world system and dependency theory. These new
theories were developed in or took the pointof view of the underdeveloped
world and no longer trusted the developing ability of capitalism or the
leadership of the European proletariat. Baran’s theory marks the transfer
of the geographical axis of the theory of imperialism from Europe to the
third world.
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LATE CAPITALISM: MODERNIZATION AND
THE EcoNnoMic COMMISSION FOR LLATIN
AMERICA

INTRODUCTION

After the second world war the process of decolonization and the
widespread poverty of newly developing nations became important
problems for social theorists and economists. A new consciousness
emerged about the plight and development needs of so many peoples,
partly because of the vastness of the problem and the way it could
adversely affect the developed world itself, and partly because of
political considerations about the appeal of the Russian socialist
experience. Just as the Marxist theory of imperialism had beenconfronted
with these new realities after 1928 and had been finally readjusted to take
account of the new situation, mainstream economics and the newly
created sociology had to provide answers to the same questions. But, of
course, they did so from a different perspective. Thetheory of imperialism
had become increasingly negative in its assessment of imperialism and
of the capabilities for development of capitalism. Socialism was now a
concrete experience whose example the new nations could follow if they
really wanted todevelop theirproductive forces. Developmenteconomics
and the sociology of development, the new topical disciplines, on the
contrary, took for granted the continuity and necessity of the capitalist
process of development throughout the world and wanted to show that
third world nations could overcome the obstacles and develop within
capitalism to reach the same levels achieved by the developed world.
In this sense the first mainstream post-war theories of development
within the capitalist world were born as modemization theories, that is



86 LATE CAPITALISM

to say, as theories of the processes and stages through which traditional‘f%
or backward soéieties were bound to go during their transition to modem
society. These processes and stages were to be determined by looking at
the history of ceveloped societies. The assumption was that newly
developing societies mustrepeat the same experience. However, although :
modermization theories believe in the continuity and unidirectionality of
the transition, they do not take the process of economic development for -
granted nor do they abstract from the social and political variables which |
condition itas the neo-classical political economists did. They reintroduce -
what had been a concern of the classical political economists, namely the
explofation and study of the institutional arrangements, values and class
structures which make development possible. This time, with the birth of
the sociology of development, the study of the social and politica]
processes which favour or hinder economic development acquires anew
relevance. As could be expected, modernization theories dominated the
academic world while the new Marxist interpretations of imperialism
remained a marginal but intellectually powerful alternative.

It was in the setting of this intellectual field that the first forms of
autochthonous thought emerged in Latin America, especially within the.
Economic Commission for Latin America (ECLA). The Latin American:
economists and intellectuals working within it or under its auspices
developed a distinctive approach which borrowed from both paradigms.
but refused to go all the way with either of them. From development
economics they took some central economic concepts and categories
and, especially, quantitative methods of analysis. The language of the
ECLA was in this respect quite orthodox and technical. They also shared
a more fundamental assumption, namely, the idea that development, at
least for the Latin American nations, must take place within the capitalist
system. They did not question the ability of capitalism to bring about
development but refused to accept an identity of interests between
developed and underdeveloped nations. From the theory of imperialism
they took, without ever mentioning it directly, the idea that industrial
nations take advantage and get the better of underdeveloped nations;
especially through unequal exchange. Their point was to argue such a
case without resorting to Marxist jargon but using the same logic;
language and methodology as that accepted in the mainstream academic
world.
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THE THEORETICAL BASES OF MODERNIZATION THEORIES

All modernization theories start with an implicit or explicit reference to
a dichotomy between two ideal types: the traditional society (which in
other versions can also be called ‘rural’, ‘backward’ or ‘underdeveloped’) -

~and the modern society ( or ‘urban’, ‘developed’, ‘industrial’). This

“distinction describes two ideal types of social structure which are
somehow h_istorically connected by means of a continuous evolutionary
process which follows certain general laws. The idea is that all societies
follow a similar historical course which gains in differentiation and
complexity as it departs from one polar type and moves towards the
other. Since certain societies have already industrialized, they become
the basis on which the ‘industrial society paradigm’ and the ideal typical
process of transition can be constructed. Traditional societies are supposed
to follow the same pattern of change undergone earlier on by the
developed nations. Modernization theories, therefore, seek to identify in
the organizationand/or history of industrial countries the social variables
and institutional factors whose change was crucial for their process of
development, in order to facilitate the process for the newly developing
countries.

‘There are many versions of this approach and for convenience I shail
group them in three categories. The most sophisticated theories of
‘modernization emphasize the role of a wide variety of social and
institutional variables and carry out a mainly sociological analysis of the
transition. Other theories, although recognizing the complex interaction
of many variables privilege the role of one special factor or level. Thus
sometheories underline economic factors, while others stress the principal
role of psychological factors. I shall briefly review some examples of
each of these strands.

The sociological version

The idea of a transition between two polar types of society has a long
tradition within the social sciences which goes back to the nineteenth
century. Rationalistic and evolutionary social theories proposed in
various ways, dichotomies which made reference to two societal ideal
types. The distinction made by Tonnies’ between Gemeinschaft
(community or association) and Gesellschaft (society or organization),
Spencer’sdichotomy between homogeneousandheterogeneous societics
and Durkheim’s opposition between mechanical solidarity and organic
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solidarity are examples that spring to mind. The transition between the:
two poles — in other words, development — was understood in terms of
some stages within which key processes of specialization and
differentiation occurred which increased the complexity of society.
Traditional societies were supposed to be ‘simple’ by comparison to an
industrial society. As Eisenstadt has put it, differentiation ‘describes the
ways through which the main social functions or the ma jor institutional-
spheres of society become dissociated from one another, attached to
specialized collectivities and roles, and organized in relatively specific
and autonomous symbolic and organizational frameworks . . ."!

The theory which influenced the post-war modemization theorists the
most was probably Max Weber’s, especially through Parson’s
interpretation and reworking of it. Without proposing a specific
evolutionary scheme or simple dichotomy between two types of society,
Weber's systematic analytical distinctions, elaborated to classify and
account for a variety of historical societies and social institutions;
showed at different levels the contours of a process of rationalization and
disenchantment of nature which affected increasingly wider aspects of
social life and which implicitly pointed to the same polarity. Thus, to give
an example, by following Weber’s classifications it is not difficult to
construct an ideal type of a traditional society, where one can find for
instance the predominance of atraditional type of action (actiondetermined
by a well-rooted custom) and a traditional type of authority (whose
domination is based on ‘the belief in the everyday routine as an inviolable
norm of conduct’?). Similarly it is also possible to construct the ideal type
of a modemn or rational society where there is a predominance of goal-
oriented rational actions and a legal authority based on impersonal
norms, whose purest type is the bureaucratic rule, and so on.

Parsons systematized, elaborated and extended this kind of approach
by arguing that social relations and roles can be determined in terms of
five dimensions which present polar alternatives. These are the ‘pattern
variables’® which help to describe the ideal typical social structure of
‘traditional’ and ‘modern’ societies. The firstis affectivity versus affective
neutrality. Some roles are affectively rewarding and others are neutral;
or rather, arole can have immediate gratification in the very performance
of its expected activities or these activities are affectively neutral and
purely instrumental for an ulterior goal. The second is ascription versus
achievement. Some roles accrue to actors and provide status according
to their physical and non-achievable social attributes (class, sex, age,
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family, and so on); others are accessible and provide status according to
and depending on performance.

Athirdpattern variable opposes dif fusion tospecificity. Somerelations

.are functionally diffuse in that they cover a series of unspecified
dimensions (friendship, family roles, say). Others are functionally specific
in that their content is clearly definable and delimited (bureaucratic
roles). Fourth, there is particularism versus universalism. Role
expectations can be defined for specific actors in terms of their particular
situation, which cannot be transferred (friendship. family relations).
Otherroleexpectations can be defined foranumber of persons according
to objective criteria (salesman—client relation). Finally, in fifth place,
orientation towards collective interests versus orientation towards private
interests. Some roles are exclusively oriented towards the collective
interest (public servant) some others entail the pursuit of private interest
(entrepreneurs).

Parsons claims that in traditional societies roles tend to be ascriptive,
diffuse, particularistic and affective. In industrial societies, on the
contrary, roles which are performance orientated, universalistic,
affectively neutral and specific tend to predominate.! He leaves out the
last pattern variable, probably because of some difficulties in making a
clear-cut argument in either direction. On the one hand, it could be said
that actors in primitive societies would tend to be oriented exclusively
towards collective interests whereas actors in more individualistic
industrial societies would tend to seek their private interest. On the other
hand, the opposite argument has been made that

in economically less advanced societies there predorminates an attitude of
self-orientation with relation to economic goods, at least on the part of those
actors who occupy positions in national or group elites, whereas in more
highly advanced economies attitudes of collectivity-orientation predominate,
or at least are highly valued.’

These two positions are not commensurable because they use a different
rationale. The former focuses on the very character of social relations
(classless society versus class society); the latter, quoted from Hoselitz,
focuses on the different orientation of ruling classes within class societies.
Both have possible weaknesses. The former because according to the
liberal ideology, even in a class society, actors in seeking their private
interest are supposed to secure the collective interest (remember Adam
Smith’s invisible hand). The latter because it is not at all clear that elites
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and ruling classes in developed countries are willingly much more’
orientated towards collective interests. Welfare state and othercollective
values conceded by them could be only a price to be paid to secure the
stability of their private interests. :

The social structure of a traditional society Parsons calls ‘ascriptive
particularistic’ while the social structure of industrial society is called
‘acquisitive universalistic’. The transition from traditional society to
industrial society supposes, in general, a progressive expansion of the
sphere of application of roles of the latter type and a contraction of the
sphere of application of roles of the former type. But specific parts of the
social structure will continue to require specific arrangements of roles
which may be at variance with the general trend. For instance, family and
kinship, even in industrial societies, will continue to be characterized by
ascription, particularism, dif fusion, affectivity and orientation to collective
interests.

Many authors have followed Parsons’s elaborations in their studies of
modemization. Hoselitz, forinstance, applies Parsons’s pattern variables
with some alterations, namely, lie discards the couplet of affectivity and
affective neutrality aswithout relevance® and revalues the discriminating’
ability of the alternative ‘orientation towards collective or private
interests’, as I have just shown above. As for the process of transition and
its mechanisms, Hoselitz resorts to the theory of social deviance, borrowing
from Park and Schumpeter: the innovating entrepreneur, a ‘marginal
man’, is the prototype of the social deviant, the person most suited to
make innovations and ‘creative adjustments in situations of change’.” He
is the dynamic force behind the process of transition to modemity.

Perhaps the most detailed and complete sociological theory of
modernization in the Parsonian tradition is that of Gino Germani.® For
him what is typical of the transition (also called secularization) is the fact
thatthe process of change isasynchronic, that is to say, social institutions,
groups, values and attitudes do not change in a congruent manner, but
they do so at different speeds with the result that social forms which
belong to different epochs and stages of the transition coexist in society.
Some parts of society remain fairly traditional and backward and coexist
with others which have already become modemn. This is why the process
of transition causes conflict and is lived as a crisis which divides groups
and institutions and even individual consciousness. Germani describes
the two polarideal typesin terms of changes occurring in three main areas
of the social structure: the type of social action, the attitude towards
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change and the degree of institutional specialization. As aresult of these
changes:

L. The type of social actionismodified. From a predominance of prescriprive
actions to a (relative) emphasis on elective actions (mainly of a ‘rational’
type)- . N

1. Fromthe institutionalization of the traditional to the institutionalization

of change.
[11. From a conjunction of relatively undifferentiated institutions to their
increasing differentiation and specialization.’

In proposing the dichotomy between prescriptive action and elective
action. Germani replaces the Weberian distinction between traditional
and rational action. Unlike in Weber, the rationale of Germani’s distinction
isthe normative framework: prescriptive action takes place within a very
rigid normative framework which fixes the course of action whereas
elective action takes place within a normative framework which is less
rigidand determines a choice instead of a preordained course.'’Germani’s
thesis is that in pre-industrial societies most actions are prescriptive
whereas in industrial societies there is a predominance of elective
actions. As forthe second dichotomy, Germani proposes thatin traditional
societies change tends to be a violation of traditional norms and is
therefore abnormal and rare. In a modern society, onthe contrary, change
becomes anormal phenomenon which the normative framework promotes
and regulates. Finally, traditional societies possess an undifferentiated
structure with few institutions performing many functions. In industrial
societies each function tends to be performed by a specialized institution
which results in a differentiated structure.

These changes entail in their turn other modifications. For instance.
industrial societies suppose a shift from the predominance of ‘primary’
close relations and ‘primary’ groups to the predominance of ‘secondary’
impersonal relations and ‘secondary’ groups. More generally, in a
process of secularization or transition, roles and social relations alter in
the sense of Parsons’s pattern variables: from diffusion to specificity,
from ascription to achievement, and so on. But there are also changes in
the types of personality required. In traditional societies a kind of
personality predominates which is suited to the internalization of
prescriptive norms whereas in industrial societies there is anemphasis on
the kind of personality which internalizes elective norms, that is to say,
personalities able to choose between various courses of action. Still, even
societies that are highly secularized need a minimum of nonmmative



integration which secures the existence of some criteria of choice and of
change.

The three main changes of the transition process must also occurin the
sphere of knowledge. science and technology. Instrumental rationality,
separation frorm theology and philosophy and increasing specialization
must guide the production and development of knowledge. In the sphere
of the economy, new specific and autonomous institutions must appear,
operating according to principles of rationality and efficiency and with
bureaucratic forms of organization. Social stratification must change
from a close ascriptive system to an open system which works according
to nomms of achievement, performance and acquisition. This entails a
shift from low levels of social mobility to high levels of social mobility.
Thestate must be organized according torational and bureaucratic norms.
and there must be an increase in the political participation of popular
strata. Local communities must be integrated into the nation.

Kinship and family structures also suffer changes in the process of
secularization. Primary relations must be restricted to a minimum and
therefore the extended family tends to disappear and to be replaced by the
nuclear family.'' But even primary relations within the family tend to
change and become more egalitarian and participative. Education tends
to become universal and with a heavy emphasis on scientific aspects.
Furthermore, the traditional society is characterized by a ‘high
demographic potential® (high birth and mortality rates). During the first
part of the transition mortality rates fall rather dramatically with the
introduction of modem medicine and sanitation and only later does the
birth rate begin to decline. In a more advanced stage of the transition,
denominated ‘low demographic potentiality’, mortality rates stay low
while birth rates stabilize at a low rate with the introduction of choice;:
birth control and family planning.

Allthese changes occurasynchronically. Germani distinguishes several
types of asynchrony: geographical (the very notions of underdevelopment
and periphery emerge from this type of asynchrony), institutional,
intergroup and motivational. Regions, institutions, social groups and
values change at different speeds and therefore coexist with one another
in traditional and modem forms. Two important phenomena accompany
the process of asynchronic change: demonstration effect and fusion
effect. The former refers to a situation where some people, knowing the.
level of consumption and standard of living of other people, develop
similar aspirations. This affects the pattern of consumption and savings.
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and may in itself constitute an incentive to change. The fusion effect, on
the other hand, consists in the fact that

when ideologies and attitudes which are an expression of advanced
development processes, arrive at areas and groups which are characterized
by traditional features, they are not interpreted in terms of their original
context, butmay reinforce those very traditional features, which now seem
to acquire a new credibility, not in the name of the old structure, but as
‘advanced products".'?

Demonstration and fusion effects are responsible for a variety of problems
in underdeveloped countries. For instance, popular classes develop
economic aspirations similar to those of the working classes of developed
countries. Since the production structure is underdeveloped, those
aspirations cannat be satisfied. Middle classes, on the other hand, may
develop consumption patterns typical of highly industrialized nations
and hence these patterns and corresponding attitudes may be fused with
the conspicuous consumption pattern of traditional elites. Germani’s
point is that in underdeveloped countries consumption attitudes typical
of developed economies coexist with underdeveloped production
structures. Similarly, popular classes develop egalitarian political
aspirations which arose in the developed world arose only after the
economy had diversified and modemized. In general, Germani’s idea is
that due to asynchronic change and, particularly, the demonstration and
fusion effects, contemporary developing countries suffer from many
cleavages and problems which did not exist in those countries which
developed earlier. So even within an evolutive theory of modernization
Germani is able to establish the fact that the situation of underdeveloped
countries ‘is radically different from that which existed in advanced
nations in the first stages of their development’.!® Still, he does not lose
faith in the inevitability of the process of transition and argues that
despite many problems it is taking place at a quicker pace than in the past.

Germani distinguishes some stages in the Latin American process of
transition. Inthecontext of the analysis which I have just summarized he
mentions six stages which characterize some well-demarcated political
periods of this region in general and Argentina in particular: (1) wars of
independence; (2) anarchy and civil wars; (3) unifying autocracies; (4)
oligarchies or representative democracies with limited participation;
(5) representative democracy with wide participation; and
(6) representative democracy with total participation or national popular
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revolutions.'* Later, however, in a new book, Germani proposes a
different scheme of four stages which correspond to the influence of
external factors: traditional society (Spanish and Portuguese colonization),
the beginnings of the collapse of the traditional society (French and
American revolutions); expansion towards the outside or dual society
(British industrial revolution and liberal ideology); and the era of mass
social mobilization (the 1930s depression, the second world war, and
also the cold war and the predominance of the USA).'* According to
Germani, the important role of exogenous factors in triggering processes
which are similar to each other in countries at different stages cannot but
accentuate the asynchronic character of the transition.

The psychological version

Psychological versions emphasize psycholegical motives and other
‘internal factors’ which are supposed to be the motor forces of economic
growth. I am going to concentrate on McClelland’s version. Although he
doesnotdeny the importance of ‘external factors’ and objective conditions
in the process of development, he is interested ‘in the values and motives
men have that lead them to exploit opportunities, to take advantage of
favourable trade conditions; in short, to shape their own destiny.’!$
McClelland devised a method of content analysis whereby, by counting
the frequencies with which certain themes appeared in individuals’
written fantasies (including children’s stories), he was able to isolate
some of the motives which informed the behaviour of those individuals.
Amongthemhe discovered the ‘need forachievement’ (n achievement)
which is defined as *adesire to do well, not so much for the sake of social
recognition or prestige, but to attain an inner feeling of personal
accomplishment’!’ Starting from Weber’s connection between the
Protestant ethic and the spirit of capitalism, McClelland arrived at the
conclusion that what Weber called the ‘spirit of capitalism’ must have
been this special desire to do well and that therefore Protestant business
entrepreneurs must have had a high level of n achievement. Hence the
connection betweenrapideconomic development and high concentrations
of n achievement in European Protestant countries.

With this hypothesis in mind McClelland set about gathering evidence
to show that this relationship is a general one, which holds good not only
for the European industrial revolution but also for modemn Japan or
ancient Greece. He found, for instance, ‘that the level of n Achievement
was highest during the period of growth prior to the climax of economic
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development in Athenian Greece’ and that ‘that high level had fallen off
by the time of maximum prosperity, thus foreshadowing subsequent
ecoriomic decline.’'® He found similar correlations in the case of Spain
in the sixteenth century, England in the late sixteenth century and 1800,
and even in contemporary primitive societies. The problem as to how to
measure economic development in these cultures was solved by estimating
the numbers of ‘business entrepreneurs’ to be found, defining them as
‘anyone who exercises control over the means of production and produces
more than he can consume in order to sell it for individual or household
income.’"

The n achievement of some 40 contemporary societies was also
measured in 1925 and 1950 through children’s stories and correlated
with the amount of electricity produced, which was used as an indicator
of economic growth. He found again a very high statistical correlation.
Among the countries with high n achievement whose growth performed
better than expected are not only the United States and Russia but also
Turkey, India, Pakistan, Bulgaria, Portugal and Greece. Among those
countries with low n achievement whose growth performed worse than
expected are New Zealand, Norway, Sweden, Italy, Denmark, Belgium,
the Netherlands and Japan.20

In agreement with Hoselitz and Schumpeter, McClelland puts forward
theidea that the link betweenahigh concentration of need forachievement
and economic development is the business entrepreneur. What
distinguishes the entrepreneur from other persons is that he is prepared
to take moderate risks and innovate although he does not behave as a
gambler because his decisions are well informed and rationally taken. As
to the question why n achievement exists in some societies and not in
others, McClelland argues that this motivation to do well isnot hereditary
or innate but that children acquire it early in life. He finds that those
children educated for self-reliance and achievement develop the
motivation to do well. Authoritarian and interfering parents produce the
opposite result. This means that # achievement can be raised in a country
by means of education so that more children acquire the ‘entrepreneunal
drive’.

The economic version

The economic version emphasizes the economic factors in the process of
transition. W.W. Rostow with his stages of economic growth?!' is the
main representative of this version. Again, it is not thatRostow proposes
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a purely economic interpretation of the transition process. At the very
outset he clarifies the point that economic changes are just as much the
result of political and social forces as of economic forces.?? Rostow
thinks that he is departing from and proposing an altemative to Marx’s
theory of history. He proposes that all societies pass through five stages:
traditional society, preconditions for take-off, take-off, road to maturity
and the age of high mass consumption. The traditional society is
characterized by being mainly agricultural, with low productivity and a
pre-Newtonian attitude in respect of the physical world. This does not
mean that there is no growth, but it means that there is a ceiling to growth
determined by the lack of technology. Power is in the hands of the
landowners and the value system is fatalistic.

With the second stage, preconditions for take-off, the process of
transition begins. England was the first country which developed these
pre-conditions, followed by Western Europe. But in most countries this
stage was externally induced by advanced countries which accelerated
the destruction of those traditional societies. Many economic changes
are introduced, such as the expansion of trade, increase in the rate of
investment, setting up of financial institutions, elc., but the decisive
element is the political constitution of a national state. The take-off is the
moment when growth becomes a permanent feature of society. The rate
of investment goes up to 10 per cent or more and new industries expand
rapidly. New techniques are introduced in industry and agriculture which
secure constant growth. What promotes the process of transition is, at the
end of the day, a simple economic mechanism:

theessence of the transition canbe described legitimatelyasarise inthe rate
of investment to a level which regularly, substantially and perceptibly
outstrips population growth; although, when this is said, it carries no
implication that the rise in the investment-rate is an ultimate cause.?

The road to maturity is a long period where every aspect of the economy
is modernized and makes use of new technology. Imports are substituted
and exports expand. All the first industries which promoted the take-off
are now replaced by more sophisticated ones, and an important process
of industrial diversification takes place. Finally the stage of high mass
consumption is characterized by an orientation of the economy to
consumer durables and services. Per capita incomes have increased so
much that consumption expands beyond basic needs. Welfare and social
secunty become important goals which compete for resources. Military
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expenditure also increases, reflecting a new search for influence and
power in the international arena.

Rostow’s thesis about therelationship between the stages of economic
growth and the situation of the newly developing countries fits exactly
the premises of modernization theories. He typically argues that

itisuseful, as well as roughly accurate, toregard the process of development
now going forward in Asia, the Middle East, Africa, and Latin America as
analogous to the stages of preconditions and take-off of other societies, in
the late eighteenth, nineteenth and early twentieth centuries.?*

It is not that Rostow does not recognize the existence of some historical
differences between the situation of these two types of countries. His
pointis rather thatalthough some differences may hinder the contemporary
process of take-off, the most crucial of them tend to facilitate it. The
biggest difficulty is provoked by the greatest advantage: access to
modem technology, including medicine, lowers mortality rates and
increases population thus creating problems of chronic unemployment
and poverty which require bigger investment and growth rates just in
order to avoid them getting worse. Another difficulty is the cold war in
so far as developing countries are sucked into this conflict and are obliged
to distract time and resources from development tasks. Still, Rostow
argues that there are two major advantages which nations that took off
first did not have: on the one hand the existence of an already developed
modern technology which is available to underdeveloped countries; and,
on the other hand, international aid and technical assistance provided by
developed countries.

Rostow’s theory of stages was never thought out as a purely academic
exercise. As a scholar at the Massachusetts Institute of Technology and
later Director of Policy and Planning in the US State Department during
the Kennedy administration and chief adviser on Vietnam to President
Johnson, he was from the very beginning concerned with the international
and political context of the process of transition, especially from the point
of view of the strategic interests of the USA and the policies to contain
communism. For Rostow communism is a disease of the process of
transition, which takes advantage of the conflicts and problems which
developing nations confront at the stage of the preconditions for take-off
inorder to seize power. This is why he sees it as essential that the United
States should commit itself to support, aid and protect the modernization
processes occurring in Latin America, Africa, Asia and the Middle East.
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It is in this context that Kennedy’s ‘development decade’ and the
‘Alliance for Progress’ (the aid programime for Latin American countries)
must be understood. Rostow’s idea is that once the societies in transition
pass from the preconditions for take-off, the natural difficulties and
problems of the modemization process begin to ease off and more stable
democracies can be secured within the ‘free world’.

For Rostow the security of the United States depends on the process
of modernization being conducted in such a way that no developing
nation goes communist: )

What do we seek? What is the national interest of the United States? Why
do we expend our resources and risk modem war in this world-wide
struggle? For Americans the reward of victory will be simply this: to allow
our society to continue to develop according to the old human lines which
hark back to our birth as a nation . . . We struggle to keep in the world
scenario an environment which allows an open society like ours to survive
and flourish.?®

THE CRITIQUE OF MODERNIZATION THEORIES

Modernization theories, and in particular the authors I have mentioned,
have been widely criticized. A. G. Frank’s trenchant and well-known
critique,®® for instance, takes these theories apart by attacking their
theoretical adequacy, theirempirical validity and their policy effectiveness.
Other critiques are more general or assess only certain authors.?’ I shall
confine myself to a few important theoretical points.

I said above that modernization theories reintroduced the concern for
the institutional framework and the social aspects which condition the
process of development. However, they do this in an abstract and
_ ahistorical manner. They define in general and taxonomic terms a series
of dichotomic variables which by aggregation and juxtaposition constitute
abstract models of a developed society or underdeveloped society. There
is hardly any theoretical analysis of the connection between these factors
and the productive system. The economy is just one more variable and
even when it is emphasized, as in the case of Rostow, it remains
theoretically disconnected from the others. There is no real analysis of
society in terms of a complex set of social relations which determines a
type of domination, a production structure and a class system which
correspond with each other.
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Theprocess of transition is supposed to happen by successive changes
in a number of variables, and the more variables are affected, the more
rapid is the process of modemization. When modemization theorists
identify the entrepreneur as the motor force of change they do it rather
arbitrarily, not as a result of an analysis of social relations and in the
context of other groups and classes which struggle in pursuit of other
interests, but as an abstract definition, the embodiment of many variables.
The entrepreneur is the agent of development because he is in theory an
innovator, achiever, deviant, universalist, hardworking, rational, willing
to take risks, etc., not because he is a member of a class which within
certain conditions, has historically succeeded in imposing its interests on
society. Hence these analyses assume a prescriptive character; instead of
studying historically the structural context and the development of the
bourgeois class, with its specific features, they only seek to establish
whether the ideal model of an entrepreneur is present or absent in Latin
America. Modernization theories reduce the study of socio-historical
processes tothe construction of abstractmodels of universal applicability.
““This is most noticeable in McClelland’s psychological approach.
Development is ultimatelyreducedto the existence of acertain motivation,
the need for achievement, the desire to do well. No wonder then that
McClelland is quite happy to compare Athenian Greece with England in
the late sixteenth century and with contemporary preliterate cultures. In
all of them he finds a way to measure ‘economic development’ and n
achievement. In the case of some 50 primitive societies, for' instance, he
estimates the numbers of ‘business entrepreneurs’ existing in them as an
indicator of economicdevelopment. Of course, the concepts of ‘economic
development’ and ‘business entrepreneur’ must be defined in such
;- general terms as to lose any significance. What sense isthere in speaking
of a ‘business entrepreneur’ in the context of a preliterate culture?
Historical differences are totally neglected fcr the sake of a general
theory.

But even when McClelland keeps the analysis within the context of
modemn nations, some of his results seem questionable. In his
measurements of n achievement levels in 1950, countries like India,
Portugal, Pakistan, Bulgaria and Greece appear with high n achievement
whereas Japan, Denmark, Sweden, Holland, Norway and Belgium
appear with low n achievement. The latter perform economically below
expectation whereas the former perform better thanexpected. This is an
effect of the regression equation which predicts, starting from the initial
level of development of each country, its average expected growth. But,
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obviously, the initial level of development varies widely, and the lower
it is, the easier it is to improve on it. At any rate, it seems very difficult
to square these results with the absolute levels of development of these
countries today. In fact Leon and Recacoechea correlated the same
McClelland figures for the n achievement measured in 1950 with
economic growth during two alternative periods: 1954—6 and 1960-6
(McClelland had correlated them with growth during 1952-8). They
found that in both cases the correlation was not significant and negative;
that is to say it pointed in the opposite direction to McClelland’s thesis.28

The very notion of ‘traditional society’ as the original situation before
the transition to modernity is inadequate. It is so general and abstract that
it cannot properly account for the variety of situations which are to be
found in Latin America, Asia and Africa. Within such a concept one can
encompass a tribe in the Amazon and a Latin American or African
independent country, an old feudal or slave society and a contemporary
capitalist underdeveloped society. The problem of development in the
twentieth century cannot be equated with the problems of traditional
societies, agrarian societies or preliterate cultures. This specificity is
what the concept of underdevelopment tries to capture and convey. But
this means that underdevelopment cannot be considered as a universal
original situation, as lack of development in general, as a stage which all
developed countries experienced. The concept of underdevelopment
makes sense as the specific way in which certain contemporary societies
relate to the developed world.

Implicitin allthe theories of modemization is the idea that contemporary
de've[oping countries should go through the same stages and processes as
developed countries went through once. Evep when they recognize the
existence of some historical differences (Germani and Rostow
acknowledge them) they refuse to accept that they could essentially alter
the pattern of change. History can be repeated, developing countries can
industrialize in the same way as the old industrial countries and in some
respects they have even more advantages in doing so. There is hardly any
discussion of the intermational order as a system dominated and
manipulated by certain industrial courtries in their own interest.
Modemization theories assume that the process of modemization and
industrialization is inevitable and that newly developing countries have
the same if not better opportunities to industrialize. As Hoogvelt has put
it, they have ‘tumed the abstracted, generalized history of European
development into logic.’?’
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Modemization theories are caught in a theoretica] dilemma. On the
one hand they want to argue that developing countries must follow the
same path as the first industrial countries. The implication of this thesis
is, surely, that the transition to modemity must be the result of basically
endogenous forces, because that was the way it happened in Europe and
North America. On the other hand, in order to explain internal processes
of change in underdeveloped countries, they are forced to acknowledge
thattheir situation is different; they usually resort to mechanisms such as
the diffusion of values, norms and patterns of consumption from advanced
nations (through demonstration and fusion effects) and, in general, they
rate highly the role of developed countries, international trade and other
external factors as agencies which generate change. Changes must
happen internally, but they are induced from abroad. In this sense
modermzatlon theories violate their own premise that the road to
development is analogous for all countries.

*'Even if one keeps the analysis within the Latin American continent
there is an important ambiguity between two simultaneous assertions. In
his analysis of the four Latin American stages of transition, Germani
seems to affirm that the same stages of the transition apply to all Latin
American countries; but that, on the other hand, there are different roads
which lead to the same result. This is confusing. As Solari, Franco and
Jutkowitz have put it

If the different roads are compatible with the same stages and the same end,
it is because their differences are minor . . . Conversely, if they are really
different, it is difficult to understand why they do not articulate themselves
in different stages and arrive at different ends.*°

On the other hand, their explanation of social change in underdeveloped
countries, in so far as it emphasizes the causal role of external factors, is
extrinsicist and does not take sufficiently into account the role of internal
forces. Germani’s linking of the four stages of the Latin American
transition to external factors which accentuate ‘thehomogeneity amongst
nations and also the discontinuities within themselves’®' is an example
of this. According to him ‘these factors generate in each country —
without taking into account the degree of modemnization achieved by
each of them — a series of processes which are essentially similar in all
ofthem.’**The problem is notthathe considers external factors as having
arole. They obviously have one. The problem is the causal manner in
which he conceives of their influence: exteral factors seem to produce
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similar internal effects in all Latin Americannations, directly and almost
without any internal mediation. The motor forces of change are therefore
transferred away from the societies which are undergoing change even
if they are formally independent.

THe THOUGHT OF THE EconoMic COMMISSION FOR LATIN AMERICA

The Economic Commission for Latin America was created in 1948 asa:
regional body of the United Nations. The importanceof ECLA’s thought
both in the context of Latin American development studies and as a
theoretical contribution of wider influence cannot be underestimated.
The production of a distinctive and coherent approach to the development
problems of Latin America was, to a great extent, the achievement of its
director, the Argentinian economist Raul Prebisch, who by 1949 had
already written a substantial and influential report.>? This was just the
time when modemization theories were arguing in favour of the diffusion
of modemizing values through increased international contacts and
trade, and development economics was reaffinming the advantages of the
existing international division of labour which determined that Latin
American nations should participate in the international market by
specializing in the export of primary products.

The focus of ECLA’s analysis was the existence of a centre—periphery
world system which favoured the central industrial countries. Prebisch
argued that, although the two world wars and the depression of the 1930s
had forced Latin American nations to begin the diversification of their
economies by means of import-substituting industrialization, the
predominant forms of economic thought were still in favour of the old
ideas: specialization and intemnational exchange were supposed to be the
bestmechanisms toeliminate international dif ferences between countries:
Even though the traditional theory of international exchange was
theoretically unobjectionable, in practice it was contradicted by facts:
inequalities between centre and periphery were growing. This is why the
traditional theory had to be criticized so that Latin American countries
were not tempted to relapse into its mistaken assumptions at a time of
booming international trade.?*

The premises of the traditional position were two. First, the fruits of
technical progress tended to be evenly shared in the international
community. Non-industrial countries benefited from technical advances
in the developed world because the prices of industrial products tended
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to go down. Second, the demand for raw materials was going to increase
in the industrial centres, thus putting up their prices. Hence the price
relation had to move in favour of non-industrial countries: by exporting
the same amount of raw materials, peripheral nations would be able to
import an increased amount of industrial goods. ECLA's first report of
1949 and Prebisch in 1950 argued, on the contrary, that the industrialized
countries kept for themselves the benefits of technical progress: instead
‘of transferring away these benefits by lowering the prices of industrial
products they increased their incomes. Industrial monopolies were
interested in defending the rate of profit and trade unions wanted to
maintain the level of salaries. So the real sharing of the advantages of
technical progress occurredinthe industrial centresbetweenentrepreneurs
and workers. Those advantages did not get to the periphery. As Prebisch
put it, the problem of the first premise is that ‘it attributes general
character to what of itself is very circumscribed.’3*

Another reason for this was the existence of a relative surplus of
economically active populationin the periphery and a relative scarcity of
W&k_crs in the industrial centres. In effect, in peripheral countries there
was a higher rate of population growth which was compounded by
labour-saving new technologies. The extra supply of badly organized
and weak labour pushed down salaries and the prices of primary
products. In the developed world there was a relative scarcity of labour
and workers were well organized in strong trade unions which were very
successful in defending the level of salaries. This helped to keep
industrial prices high. Nonetheless, ECLA argued, if there had been
perfect international mobility of productive factors — and this was one of
the presuppositions of the traditional theory — the surplus population of
thethird world could have been absorbed by the industrial centres and the
pressure on salaries and prices of raw materials would have eased. But
in fact industrial centres restricted to a minimum the entry of foreign
workers.

On the other hand, while the demand for industrial goods grew very
rapidly, the demand for raw materials was found to be oscillating and to
grow very slowly. This was due to several factors: new products
developed in the centres were increasingly substituting for them; technical
progress determined that primary products were a decreasing proportion
of the aggregated value of final goods; and, finally, developed countries
exploited their own primary resources and followed protectionist
policies.’® Consequently, the terms of trade were adverse to the peripheral
world, that is to say, with the exportation of the same amount of primary
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products it was able to import progressively fewer industrial goods. If the
orthodox theory of intemational trade had been right, then the prices of
raw materials should have grown fasterthan the prices of the manufactured
products. ECLA found that, on the contrary, the prices of primary
products had deteriorated in relation to the prices of industrial goods.
- This meant that the periphery was transferring to the developed world
‘part of the benefits of its own technical progress. For instance, say that

the primary producers obtain 20 per cent less in industrial goods for the
same amount of primary products; but if in order to produce the same
amount they need only half the hours of work, they could buy 60 per cent
more of industrial goods with one hour’s work. instead of 100 percent more,
which would have occurred had they been able to take full advantage of
their own technical progress . . .3

The conclusion of ECLA s analysis was that those countries specialized
in the production of industrial goods would grow faster than those
specialized in the production of raw materials and that therefore the gap
between central and peripheral economies would increasingly widen,
Industry had a dynamic effect that primary production did not possess:
industrial growth promoted raw material extraction, but conversely
primary production did not necessarily stimulate industrial activity.
Additionally, industry could absorb surplus active populationbeing shed
by primary activities. So what Latin American nations had to do was to
deepen their processes of industrialization in order to lessen their
dependency on the external demand for raw materials and substitute for
it the expansion of the internal demand. This meant for ECLA a change
from a model of development ‘towards the outside’ to a model of
development ‘towards the inside’. At the centre of the latter model is the
process of industrial diversification which is considered to be crucial to
any pracess of development. This process appears in the Latin American
context as an ‘import-substituting industrialization’ because it replaces
those imports which these nations cannot afford with the available hard
currency.

However, in order to embark on a process of import substituting
industrialization some preconditions and policy decisions wererequired.
In all of them the state had to play a crucial role. According to ECLA,
protectionist tanffs were indispensable given the differences in
productivity between developed and underdeveloped countries. This
recommendation went beyond the traditional economic views which
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accepted protection only forisolated industries which were just beginning
and until they werestrong enough to face foreign competition. ForECLA
‘the totality of the industry of a developing country needed protection for
as long as its productivity remained lower than that of developed
countries. ECLA was aware that the differences in productivity could be
alternatively compensated by a reduction of the level of salaries in the
less developed country. But this was judged to be undesirable not just for
political and social reasons but also because such a policy would lower
the level of prices of exports and would cause the terms of trade to
deteriorate even further,38

Anotherrecommendation had to do with stateintervention and planning.
ECLA contended that, given the many difficulties which a process of
industrialization had to face, it was crucial that the state took the initiative
of organizing, promoting and supervising all the industrializing efforts
in orderto guaranteethe continuity of the process. Industrial development
had to be carefully planned, both globally and by sectors, and the state
had an especially important responsibility in the fields of energy,
transport and some essential industries. However, ECLA was careful to
emphasize that planning should not be confused with regimentation of
the economy by the state. In fact in order to avoid any identification with
socialist planning, ECLA spoke of ‘programming’. A development
programme should not supersede private initiative but should guide it
and orientate itin particular directions by means of fiscal policies which
provide incentives and disincentives. The ‘programme’ had to establish
some development goals, and determine the necessary rate of investment
and the areas where it should be located in order to secure a regular
pattern of growth.>®

In order to be able to get a higher rate of growth, ECLA also
recommended the assistance of foreign capital. Additional resources
were necessary because a process of industrialization increased the need
to import equipment and technology from abroad and the relatively
deteriorating price of primary exports did not allow the developing
countries to keep pace with the expansion of necessary imports. Foreign
capital was also deemed necessary to supplement internal savings and
increase the rate of investment without having to restrict consumption
too much. Additionally, ECLA thought that foreign capital would serve
as an agent for the transfer of technology and new organizational
techniques required by industry.*® ECLA conceived of the role of foreign
capital as a temporary one until the very process of development allowed
intermal savings to take over. It was also aware of possible problems
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created by foreign indebtedness and so it established some conditions
which had to be met forforeign capital to be acceptable: although private
foreign investment was not to be discarded, preference had to be given
to low interest public loans by developed countries and international
financial organizations; there had to be continuity in the flow of resources;
a regional (Latin American) policy had to be implemented; and new
international financial institutions had to be created.*'

7" Finally, ECLA proposed regional integration as a long-term goal
which would allow an expansion of national markets and would increase
the opportunities for the import-substituting industrialization. The model
of development ‘towards the inside’ would work better if the markets
were extended and Latin American countries could specialize in certain
areas, thus expanding regional trade and avoiding having to substitute for
all imports separately. On their own, Latin American countries could not
compete with developed nations. By joining in a common market, Latin
American nations would take advantage of the enormous natural resources
of the region, of a growing market of more than 250 million people and
in general the process of development would be enhanced.*? ECLA was
aware that a policy of import substitution helped by foreign capital could
lead, as it actually did, to serious balance of payments problems for Latin
American nations, which resulted, among other things, in a limited
capacity to import and inflationary processes. Regional integration was
part of the answer to these problems inasmuch as it provided opportunities
for additional exports and trade, expanded markets, a more efficient use
of regional resources and bigger and technologically sophisticated
industries able to take advantage of the economies of scale of mass
production.*?

Itis less well known that ECLA complemented its economic analyses
with some sociological approaches which sought to clarify the ‘social
aspects’ of economic development. Thus for instance ECLA argued that
economic development entailed (a) the adaptation of society to new
functions; (b) the creation of new forms of life; and (c) the formation of
a new social stratification.** The first point included modemization of
some activities and new types of occupations: entrepreneurial, professional
and technically skilled. The second point referred to new lifestyles,
consumption pattemns, forms of entertainment, and so on. The third
aspect presented a change from a heterogeneous stratification which
combined traditional and primitive strata with new classes without clear
forms of integration, to a more homogeneous and well-integrated
stratification systemn where a modern class, the ‘new middle class’, is
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expanding.*® Another focus of attention for ECLA’s social analyses was
the process of urbanization and more generally the opposition between
rural and urban pattemns of life.*é Again, the role of the middle classes in
the process of development was emphasized and it was contended that
‘the middle classes of Latin Americaare performing in their countries the
role which the middle classes performed in other nations which are today
completely industrialized.’¢’

A criTicAL APPRAISAL OF ECLA’S ANALYSIS

Itcanbe appreciated that ECLA’s position is a mixture of modernization
theory, a belief in capitalist development and foreign investment and a
perception that, nevertheless, the capitalist world is divided into centre
and periphery, that the latter has had a raw deal in the intemational
markets and that many economic analyses about developing countries
elaborated in the industrial centres are inadequate. ECLA shared with
modemization theories both the optimism about the viability of
development and the faith in the capitalist road to development. But, on
the otherhand, its views about the centre—periphery division of the world
coincided with some ofthe tenets of the refurbished theory of imperialism
about the opposition of interests between industrial and underdeveloped
countries. Infact in many conservative quarters ECLA’s views were seen
as suspiciously close to the anti-imperialist Marxist tenets which spoke
against a feudal-imperialist alliance and in favour of industrialization.
ECLA'’s radicalism could be seen in three directions. First, they
doubted the universal beneficial effects of international trade and,’
methodologically, they introduced explanations, based on structural
factors such as the role of monopolies and trade unions in the developed
world, which went beyond the mechanism of the market. Second, they
were able to show that the underdeveloped countries of the periphery
weretransferring part of the value they produced to the industrial centres,
mainly through amechanismofunequalexchange. ECLAwasunwittingly
pioneering what would later become the basis of new Marxist analyses
of imperialism. Third, as Hirschman has pointed out, ECLA articulated
and gave expression to feelings which were diffuse ‘among important
intellectual and middle-class circles in Latin America: first to various
resentments against the United States . . . and, second, to the idea that the
cure for society’s ills lies in empowering the state to deal with them.’*®
The most radical and heterodox aspects of ECLA’s analyses were
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criticized by orthodox liberal economists as deeply flawed and verging
on a socialist strategy. ECLA’s scepticism about the primacy and
equalizing results of the market forces and its recommendations in
favour of protectionism, state intervention and planning were considered
to be not only politically dangerous but also economically disastrous;
Such policies could only lead to corrupting subsidies and an inefficient
use of resources. ECLA’s identification of development with
industrialization was considered to be misplaced, especially if some
countries had comparative advaatages in other forms of production. The
‘idea that the prices of primary products were always and inherently
deteriorating in relation to the prices of manufactured goods was
challenged as inaccurate. On the other hand, ECLA was also criticised
‘from the left because it did not carry out a class analysis of Latin America
and its disagreements with the international theory of trade did not alter
its faith in a capitalist road of development. For all its radical and critical
assessment of the centre—periphery system ECLA failed to analyse
“capitalism itself in the periphery as a structure of domination and class
exploitation. As Cardoso has put it, ‘the vision of CEPAL was treated as
if it were a way to put blinkers on the consciousness of the peoples,
showing them just a straight path ahead towards a prosperous future
through industrialization and the strengthening of the State.’*?

But perhaps the most hotly disputed aspect of ECLA’s analyses is the
question of the deterioration of the terms of trade for primary producers.
This was crucial to the whole vision and was substantiated by UN
statistics on price relations which covered almost 75 years since 1876.
The statistics showed a trend towards deterioration of primary prices
relative to industrial prices. However, this interpretation was challenged
by Harberler who argued that, apart from some statistical deficiencies,
the extent of the problem had been exaggerated, that if it had been
possible to detect a deterioration of cyclical terms of trade it was because
in times of depression the relative prices of raw materials did tend to
worsen, but that in times of prosperity they tended to improve and that,
because of this, it was impossible to predict future regularities.*

Still, Harberler did not deny that a form of historical generalization in
the sense proposed by ECLA was possible. But his point was that ‘the
mere historical proposition that the terins of trade have deteriorated in a
certain way does not prove anything.’*' Ultimately, Haberler’s argument
seems to boil down to the not very impressive suggestion that whatever
secular trend can be detected in the past, the future may be different. True,
but hardly constructive or enlightening. Nevertheless, as Cardoso points
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out, Harberler’s critique highlights a weakness in ECLA’s analysis: ‘the
lack of a more detailed analysis of the role and nature of economic cycles,
and the distinction between such cycles and tendencies towards constant
deterioration.’*? Itis in this that Cardoso sees the seeds of future negative
elaborations which will end up in a kind of catastrophism. Some of
ECLA’sfollowers and left-wing critics began increasingly to confuse the
effects of recessions with irreversible tendencies and hence the idea
emerged that underdevelopment necessarily meant stagnation.
According to Cardoso the originality of ECL.A’s contribution was not
purely its critique of the theory of international trade but resided ‘in its
effort to convert this interpretation into the matrix of a whole set of
policies to promote industrialization’.*®> Not surprisingly it was this
aspect which came in for the heaviest criticism especially in the early
1960s. A wave of pessimism became prevalent at the time due to the poor
performance of important economic indicators. The ‘easy’ phase of the
import-substituting industrialization was coming to an end and Latin
American countries were not succeeding in going on to the more
‘difficult’ phase of substituting for capital goods. The hopes that
dependency on primary exports was going to be diminished were dashed
by the fact that the import requirements of the industrialization process
were even more substantial than before and this resulted in balance of
payment deficits and renewed dependence on primary exports. That, in
its turn, meant a renewed lease of economic and political life for the more
traditional primary producers (mainly landowners) who had began to be
displaced as the ruling class by the process of industrialization.
Additionally, the industry that was growing behind protectionist
barriers was inefficient, expensive and catered for privileged minority:
groups withhigh incomes. Industrial growth was no longer keeping pace
with the expansion of the active population and the migration from rural
areas to the cities, and so unemployment and poverty were growing and:
income distribution was becoming more unequal. On the other hand,
ECLA’s expectations that industrialization would bring about a
transference of the decision making processes from the centres to the
periphery, thus contributing to the increasingautonomy of Latin American
economic development, were also hindered by the fact that an increasing
number of the most dynamic industries, especially those in monopoly
positions, were being taken over or formed by foreign capital. As.
Cardoso and other ‘dependentistas’ remarked later, industrialization was:
no longer in contradiction with imperialism but was the new vehicle of
foreign penetration.** This foreign control of industry did not necessarily
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mean the influx of fresh capital because international firnns made use of
local savings and local profits in order to re-invest and expand theit
industries. Consequently, it was pointed out, underdeveloped countries
were exporting capital to the centres (repatriation of profits, royalties and
licences) and not the other way about.

All these facts and considerations led many authors to think that
ECLA’s strategy of autonomous industrialization had failed** and that
Latin America was stagnating. Othersdid notaccept the idea of permanent
stagnation, but rejected the notion that a national or autonomous fort of
development was possible any more. ECLA itself initiated a process of
reformulation of its thought which underlined the obstacles to
development. The process of import-substituting industrialization and
its protection was critically examined even by Prebisch himself:

An industrial structure virtually isolated from the outside world thus grew
up in our countries . . . The criterion by which the choice was determined
was based not on considerations of economic expediency, but onimmediate
feasibility, whatever the cost of production. . . tariffs have been carried to
such apitch that they are undoubtedly ~ on an average —thehighestin the
world. It is not uncommon to find tarif f duties of over 500 per cent. As is
well known, the proliferation of industries of every kind in a closed market
has deprived Latin American countries of the advantages of specialization
and economies of scale, and owing to the protection afforded by excessive
tariff duties and restrictions, a healthy form of internal competition has
failed to develop, to the detriment of efficient production.’

Out of these radical critiques and reformulations of ECLA’s thought and
outof the widespread pessimism concerning the Latin Americanchances
of independent development a new vision began to emerge in the 1960s
whichemphasized the dependent character of Latin American economies,
These new approaches, normally known by the name ‘dependency
theory’, are the subject of the next two chapters. But it is important to
stress here that although these new theories of dependency were critical
‘of ECLA’sthought they were also deeply influenced by it and that at least
a part of the new dependentist vision was developed by scholars closely
connected with or working for ECLA. It is in this sense as well that the
“intellectual environment created by ECLA proved to be seminal and
stimulating.
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DEPENDENCY, UNEQUAL EXCHANGE AND
UNDERDEVELOPMENT

INTRODUCTION

The decline of modernization theories and of ECLA’s approach in the
1960s coincided with the end of the almost uninterrupted expansion of
post-war capitalism. A new phase opened up world-wide, the slowing
down of economic growth, a falling rate of profit and more frequent
recessions and trade crises. The economlc situation of Latin American
countries inparticulartook a turn umn for the worse: terms of trade deteriorated
for for primary products and the 1mport—subst1tutmg industrialization process
Iost its dynamism. Hence the new wave of pessimism Wthh led to
trenchant crmclsms of modemlzatlon theorles and ECLA S pOllCleS ,

emerged n the__m_xd 31xt1es as a radical challenge to the optlmxsm of the.
old established theorles However as I pointed out at the end of the last
chapter, the first versions were developed within ECLA itself as part of
an internal process of reformulation of its thought.

Two main features_of the beginnings of dependency theory must be.
highlighted.! First it had an eminently critical and tentative character,
that is to say, in its mcepnon it did not presume to be.a totally new and .
.fl111y fledged methodology or theory with altemnative explanations of the
Latin American development process. Dependency theory was certainly
critical but it also wanted to keep a line of continuity with previous
analyses. In this sense ECLA ’s studies of the centre—periphery relationship
and its asymmetries were the crucial starting point. Second, its
interpretation emphasized the dialectical integration of sociological and
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political aspects of the process of economic development and tried to
break with the unilateral emphases or the mere juxtaposition of variables
of many analyses of modemization. A non-vulgar and historical formn of
Marxism was instrumental in achieving these goals by integrating the
determination of economic structures with the agency, projects and
strategies of domination of class subjects.

However, not all theories which are widely considered to be
quintessentially ‘dependentist’ necessarily shared these two
characteristics. In effect, these two features were above all to be found
in the Latin American authors who first developed this critical approach.
But they were not its sole representatives. Some North American
Marxists, including Baran, Sweezy and Frank, were identified in one
way or another with this current, especially by commentators in the
United States and Europe. In fact A.G. Frank, quickly became the most
important and well-known representative of dependency theory in the
developed world. But his approach in particular, heavily influenced by

‘Baran, wasquite different fromthe original dependentist views developed

_by Sunkel, Cardoso, Faletto and other Latin Americans. This is why itis

‘very difficult to speak of ‘dependency theory’ as if it were a single

coherent and fully worked-out theoretical paradigm. Perhaps the only
thing in common which all dependency analyses share is theirinterestin
studying the situation of peripheral capitalist countries from the point of
view of the conditioning effects which external forces and structures
produce on the internal structures of these countries.? But here the
similarity stops, because the way in which the interplay of internal and
external factors is conceived varies widely.

-~ Palma has proposed a very useful classification of three intellectual

_tendencies within dependency approaches.® First he distinguishes a

tendency which seeks to construct aEtheory of underdevelopment’
whose principal tenets are that underdevelopment is directly caused by
dependency on central economies and that capitalism itself in the
periphery is unable to bring about a process of developmenf&Here Palma
locates the work of A.G. Frank, followed in Chile by dos Santos, Caputo,
Pizarro, Marini and others. A second tendency, represented by Sunkel
and Furtado, seeks to reformulate ECLA's analyses and emphasizes the
obstacles to national development stemming from external conditions.
But they stop short of any generalization which may either put in doubt
the developing capabilities of capitalism or seek to outline a general
theory of underdevelopment. Finally, there is a tendency which seeks to
study ‘concrete situations of dependency’ and stresses the internal
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processes of class struggle which necessarily mediate the influence of
external factors. This approach rejects the formal and abstract attempts
to construct a general theory which applies like a blanket to alt
underdeveloped countries and simply pins on external factors all the
blame for their underdevelopment. This tendency is represented by the
work of Cardoso and Faletto and is favoured by Palma himself.
Although this classification is very useful, it is still a bit restricted in
that it leaves out some theories which, if not fully dependentist in the
strict and formal sense, are very closely and substantively related to
dependency studies. Palma’s classification focuses mainly on the Latin
American versions, or, rather, on those versions (including Frank’s)
which were developed in the Latin American context and refer to the
Latin American reality. But above all, the problem of this classification
is that the characterization of the distinction between Frank and Cardoso
as an alternative between an attempt to construct a general-abstract
theory of underdevelopment and an analysis of concrete situations of
dependency may induce the mistaken belief that Cardoso’s advantage
over Frank is the fact that he is an anti-theoretical empiricist concerned
only with the uniqueness of each case whereas Frank is a theoretical
thinker totally detached from reality because he is concermed with
abstract conceptual elaborations and generalizations.
.-If Cardoso’s position is more convincing than Frank’s, and I agree it
is, it is not because it is less theoretical but because it seeks to illuminate
and understand historical processes with the help of an appropriate
theory, that is tosay, by using a particular system of interrelated concepts
and categories which are necessarily abstract in order 1o understand the
‘Latin American reality. Theories are necessarily abstract not in the sense
of being detached from the observational level, but in the sense of a
system of mental constructs, often without a direct empirical referent,
which are developed in a relationship with the observational level in
ordertorender intelligible empirical and historical realities. The problem
of Frank’s approach is neither the abstraction or generality of the theory
he applies nor the lack of empirical analysis. All theories are abstract and
general and Frank does provide abundant historical and empirical
analysis. The problem is that (a) the theory of capitalism on which he
bases his analysis is simply wrong and tautological, as I will show further
below, and (b) his object of analysis, dependent societies, is treated as an
object in general, abstracted from specific historical determinations.
Frank reduces dependent societies to a general category. As I pointed out
elsewhere, ‘the consequence of such a reduction is the mistaken attempt
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_toderivetheparticular concrete from the general abstractandto substitute
a suprabhistorical logical account for historical analysis."*

“ Therefore, I would like to propose a more general classification which
w1ll nevertheless keep Palma’s dlstmcnons but ona different basis. The

we haveagroup of theories which emphasnze twoaspects first, capuallsm
is conceived as a world system characterized by an inherent duality, a
centre-periphery dichotomy which determines two radically different
developmental potentialities; and second, these differential potentialities
are caused by transfers of resources through mechanisms of unequal
exchange in the internationai market. This means that some countries
develop because others underdevelop, and that the latter underdevelop
because the former develop. Here we can locate Frank's theory which is
genuinely dependentist, but also Wallerstein’s world system approach,
and Emmanuel’s and Amin’s unequal exchange theories.

On the other hand, we have a second group of approaches which,

although accepting the conditioning influence of the capitalist world

system, focus on capltahsm asa mode of production or as an economlc
* —————— o

Here one can ]ocate Palma s two last strands | plus Hinkelammert’s theory
as three different versions.
First, the structuralists like Pinto, Sunkel and Furtado emphasize the
-obstacies to national development and adhere to a rather humanitarian
and moral conception which distinguishes a genuine process of
development from a mere process of economic growth. Second,
Hinkelammert’s theory of unbalanced peripheries rejects the confusion
of peripheral situations with situations of underdevelopment and
emphasizes technological dependence by drawing on Marxism and
theories of economic space. Third, the Marxist-inspired approach of
Cardoaso and Faletto distinguishes concrete situations of dependency and
various historical phases of it which depend on the integrated analysis of
international conjunctures and intemal class struggles of particular
dependentcountries or groupsof countries. For these authors, dependency
and development are not incompatible and can go together in a process
which they call ‘associated dependent development’.
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THE DEVELOPMENT OF UNDERDEVELOPMENT AND THE WORLD
SYSTEM

As I said in chapter 2, the work of Paul Baran can be considered a very
important landmark in the refurbishing of the theory of imperialism after
the second world war. He introduced such crucial changes to it that it is
possible to argue that his contribution is the hinge which joins or
articulates the theory of imperialism with, and marks the beginning of,
dependency theory. I shall not repeat the outline of his approach here, but
I shall briefly reiterate a few points which directly lead to dependency
theory, especially of the first ‘Frankian’ group. First of all, Baran
develops a new interest in the analysis of the underdeveloped world
itself, something that the theory of imperialism had been lacking.
Second, he no longer identifies backwardness with the colonial situation
but considers the case of backward independent countries. Thirdﬁ_le
abandons the idea that backwardness is the result of pre-capitalist
structures or modes of production and proposes the idea that it is the
product of a certain type of capitalist developmenDSo, in fourth place,
capitalism, as aworld system, is no longer considered to be homogeneous
but it constitutes an hierarchical international system where more
developed countries exploit the less developed ones.

ﬁif th, the exploitation of the less developed countries consists in the
transfer of a part of their economic surplus to the developed world and
the squandering of another part of it in luxury consumption by backward
local oligarchies. It is because of the loss and misuse of their economic
surplus that backward countries become underdeveloped. Sixth,
imperialism is opposed to the industrial development of backward
countries and therefore seeks to prop up and make alliances with the local
‘comprador’ bourgeoisies. Seventh, capitalism in its new monopolistic
phase isnolongeranexpanding and dynamic force butleadsto stagnation,
particularly in less developed couniries. Consequently, the only chance
for these countries is to abandon capitalism and adopt a socialist road to
development.

Despite their significance, Baran’s theses, elaborated soon after the
second world war, remained marginal to the academic world for quite a
while. It was A. G. Frank who in the late 1960s expanded on and
popularized Baran's views and adapted them to the analysis of the Latin
Americanssituation. Frank’shistorical analyses and theoretical conclusions
quickly became well known all over the academic world and gave
intellectual currency to dependency theory. Frank starts from the idea
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that capitalism expanded from Europe and managed to incorporate the
whole world in a single intemational system) This world system is
divided into ‘a whole chain of metropolises and satellites, which runs
from the world metropolis down to the hacienda or rural merchant who
are satellites of the local commercial metropolitan center but who in their
turn have peasants as their satellites.’*

The whole system has a monopolistic structure which entails the
misuse and squandering of resources all over the system. A particularly
important form of misuse is |'the expropriation and appropriation of a
large part or even all of and more than the economic surplus or surplus
value of the satellite by its local, regional, national or international
metropolis){Ultimately, it is the main imperialist power that appropriates
the resources extracted all along the metropolis—satellite chgiﬁ Thus for
instance Frank shows that in the case of Brazil between 1947 and 1960
there is a net outflow of capital to the United States of $1,667 million’ and
that something similar can be affirmed for the rest of Latin America and
the whole of the underdeveloped world.? Two consequences stem from
this.@irst. the same historical process of capitalist expansion generates
‘the continuous development of the metropolises and the continuous
‘underdevelopment of the satellites. Second, the development of the
metropolis necessitates the underdevelopment of the satellite, or, as
Frank puts it, ‘development and underdevelopment each cause and are
caused by the other in the total development of capitalism?

The relations between metropolises and satellites entail the following
aspccts{ijrst, the economic, social and political structures of the satellite
are closely connected with those of its metropolis. Second, a national
metropolis which is at the same time an international satellite cannot
have autoromous development. Third, the weakgr_thg,uﬁs_beMe.en_
‘metropolis and satellite, themore possnblllty there is of local autonomous
developmept Fourth, the stronger the ties between metropolis and
satellite the more there will be underdevelopment in the satellite.
Therefore, satellites can never develop properly. They can only.
underdevelop in various degrees. Hence, underdevelopment is not a
phase which predates development nor can it be confused with lack of
development)Underdevelopment ‘developed right along with economic
development — and it is still doing so.’'? This is what Frank calls the
‘development of underdevelopment’, a thesis which he tries to illustrate
with his historical analyses of Chile and Brazil. Basically, Frank seeks to
show that these two countries, like the rest of Latin America, became
peripheral satellites of the Iberian and European metropolis from the
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sixteenth century and that, therefore, as fully capitalist economies, they\~
have underdeveloped since the day they were colonized.

Frank strongly rejects the thesis that the agricultural sector or indeed
any other part of Latin America can be considered ‘feudal’ or pre-
éapitalist. He also rejects the idea that in Latin America ‘dual societies’
exist which mix modern capitalist structures with traditional, ‘closed’,
pre-capitalist sectors. ForFrankthese ideas are derived from a confusion
of the system with its various features and, most significantly, from a
confusion about the real nature of the feudal system. Frank castigates
those authors who diagnose feudal relations by referring to ‘types of
relation between owners and workers’ because this and other similar
features do notrefer to what isreally central inthe system. Analysing the
case of Brazil he argues that

Whatever the types of personali relations in a feudal system, the crucial thing,
about it for our purposes is that it is a closed system, or one only weakly
linked with the world beyond. A closed feudal system would not be
inconsistent with — though it need not follow from — the supposition that
Brazil and other countries have a “dual society.’ But this closure — and the
duality as well — is wholly inconsistent with the reality of Brazil, past or
present. No part of Brazil, certainly no populous part, forms a closed, or
even an historically isolated, system. None of it can therefore in the most
essential respect be feudal.!!

So, what appear to be feudal or pre-capitalist features are in reality the
consequences of underdeveloped capitalism. Even in the case of the
Latin American Indian populations the problem for Frank cannot be
defined in terms of economic isolation or lack of cultural integration. For
him ‘the expansion and development of capitalism incorporated the
Indian population into its exploitative monopoly structure immediately
upon conquest.’'? So the ‘Indian problem’ is no different from the-
general problem of underdevelopment and the metropolis-satellite chain.
Frank mentions slavery and the encamienda'® as the first systems of
exploitation of the Indians introduced by the Spaniards, but refuses to see
anything pre-capitalist in them mainly because all the relationships of the
Indians with other groups and classes are determined, from the very -
beginning, by the cash nexus and the metropolis—satellite structure of
capitalism. Indian populations became just the last of the satellites in the
capitalist exploitative chain which started in the European metropolises.
In more recent works Frank pays more detailed attention to the
different modes of production (erncomienda, yeoman farming, slave
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plantations, etc.) created in the various colonies, but still insists that thejr
analysis ‘must begin with an examination of the historical process of
capital accumulation on a world scale since that was the driving force of
the various processes in the New World.’'* A subtle change in the mode]
seems to have occurred. It now appears as if these various modes of
production, instead of being dissolved into the world capitalist system,
can keep their identity and be simultaneously a part of the capitalist
process of accumulation:

There is a variety of modes or, at least, of relations of production and of
combination among them and between them and the capitalist mode of

- production. Many of theri are preserved oreven created by theincorporation
into the capitalist process of capital accumulation of the production that is
organized through this variety of ‘noncapitalist’ relations or modes of
production.'s

/in describing this process of capitalistaccumulationFrank also introduces

the idea that it is partly ‘based on a superexploitation of labour power
through excess—surplus value, which . . . denies the labourer even the
minimum necessary for subsistence . . . this less-than-subsistence
superexploitation occurs both through wage labour and through other
relations of productior\j.l6 This notion istobecome crucial for some of
Frank’s followers such as Marini'” who maintains that the hyper-
exploitation of workers is intrinsic to dependent capitalism and crucial
to the process of accumulation in central countries: the superexploitation
of workers in dependent countries cheapens the exports of foodstuffs
thus allowing a lowering of the cost of reproduction of labour in central
countries. Because superexploitation means that the local working class
is practically excluded from the consumption of manufactured products,
a double sphere of consumption is created: luxury consumption for the
few members of the ruling classes and subsistence consumption for the
majority of the workers.

Frank’s approach to pre-capitalist modes of production has important
political consequences because the struggle for development cannot be
based on the erroneous strategy of abolishing pre-capitalist structures or
feudalism, a system which either does not exist (first version) or exists
as a part of the capitalist process of accumulation (second version). If

‘underdevelopment is in any case the result of capitalism, then it is
capitalism that needs to be abolished. So Frank declares himself in
fundamental opposition to bourgeois authors who want the same course
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of development to be followed as in European countries, but also to ‘the’
Communist parties in Brazil and elsewhere in Latin America, which
establish their programs and alliances with the bourgeoisie on the
premise that the bourgeois revolution has yet to be made.”'* In fact, in the
prefaceto his first book he argues that a most importantconclusion of his
studies is that ‘national capitalism and the national bourgeoisie do not
and cannot offer any way out of underdevelopment in Latin America.’'®

In practical political terms this means, first, thal@evelopment is
p0551b[e only under soaahsmjsec,ond that because of that, the United
States is inevitably opposed to the development efforts of underdeveloped
countries;?° third, that the immediate enemy of development is tactically
the native Latin American bourgeoisies, but the principal enemy is
strategically the United States;?' and fourth&hat the destruction of both
the neo-colonial dependence and the resulting internal class structure
‘cannot be done through reform but requires a revolution’.9* Frank argues
that a revolutionary process entails two necessary aspeCts: on the one
hand an intemnal transfer of power and expansion of popular participation,
and on the other, the achievernent of external independence by means of
aprocess of delinking.?* According to Frank neither of these two aspects
can on its own produce good results:

tatry neither delinking nor popular participation gets you nowhere. To try
only external delinking without internal participation also gets younowhere
and leads back to rapid relinking. To try only internal participation without
external delinking is extremely dangerous, very difficult to do, and likely
to lead to disaster. External delinking and intemal participation, social and
political mobilization, reinforce each other and are necessary in order to be
able to pursue rapid structural change to a threshold from which one would
not immediately slide backward.?*
If the development of the third world is only possible under socialism, if
the United States is opposed to socialism, and so ‘external delinking’
coupled with intemal revolution are the only solutions, how does Frank
account for the more or less continuous process o of mdustrlallzgpovn ugng
economic expansion which occurred in Korea, Talwan ,Singapore, Hong
/i d, Mexico, precisely under the influence of the United

Stal ~-5‘7 qu Fl‘dnkthlb phcnome nonmust be studied in the context of the

gngwmg economic crisis of the capltahst world system in the 197OS ‘

PRI~ PN

which in order to. reduce costs of producﬁbri has brought ab
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some _agricultural, mining and manufacturrng processes in the thu-d

is ‘fueledandgiled’ by the i mtemauona[
financial system, especrally through the agency of the Internattonal
M“oh\et"éry Fund, and leads to the promotion of ‘export-led grov&th In
this ne ) Cllrat he third world countries
;havet offer is, “First and foremost, cheap abour “and so the “political

consequeneea of all these economic policies are that it is necessary__to

wages 5 In the face of this Cl‘lSlS and transfonndtron'ot the caprtaltst
world ystem two alternative re; res_gonses are possrble One is a model of

—_— RS AT IO T AL IS

ich lead, ___.delmkmg and a possible mtemal soc1altst

Lacceytance whrch leads to the export led grow‘?h_ of _the new]y

| industrializing countnes (NICs - Smgapore Brazil, Hong Kong,
lTarwan erc.).s
' Hence, for Frank, the case of the NICs _must be understood Aas.one

epnonal cases

Y el

’ cannot be generalrzed to or followed by other tl’lll‘d {A/orld countrles 1f the

|experrence of these countnes isreally mrraculous as is often portrayed
' then it ‘can hardly serve as a model for the remainder of the third world,
lwhrch would be hard put to duplicate the same crrcumstances and
experience.’”’ Export led _growth bya few small coumrres is possrble as
one. of the r  of _th stem itself’, but 1t should not be

South Korea and Taiwan clearly were created as “independent’ entities as
a result of the Cold ‘War against China and the Sovret Union and have been
polmcally supported and economically subsrdlzed as strategu. pawns
agamst them Hong l(ong emerged from hrstory to a srmllarly peculrar
posmon, and Singapore became a state because of the preponderance of
overseas Chinese population on the Malay Pemnsula 2

. Furthermore, Frank questions the implications and consequences of

" ‘export-led gronﬁ”TTads to very low wages for labour balance of

payments crises and international_indebtedness; it generates

S S e - oy

unemployment and creates fewer jobs than are needed for the labour it
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artracts into the cities. The NICs experience only gﬁuesuonable
technologlcal development as these countries ually
1east remunerative and technologlcally obsolete contrlbu_
corresponding meagre benefits’.* For Frank there is very littl llttle difference,
between this model and the old raw material exRort led model whlch
underdevefoped the th1rd world Flnally the polmcal costs of the export—
led growth are patent“
suppressmn o{fwll\qman Tights,
“Frank’s ideas about the world system and especially his conviction
that the development of the metropolises has been sustained by the
underdevelopment of the satellites (through a process of surplus transfer)
have been supported and further elaborated by the work of Wallerstein.
For him a capitalist world economy was created in the sixteenth century
with the expansion of European capitalism. This expansion involved

unequal development and therefore differential rewards, and unequal
development in a multilayered format of layers within layers, each one
polarized in tertns of a bimodal distributions of rewards . . . there was the
differential of the core of the European world-economy versus its peripheral
areas, within the European core between states, within states between
regions and strata, . . .3

This differentiated world economy subsumes a variety of kinds of
workers, from slaves working in plantations and serfs working on large
domains to wage labourers working in factories. The different modes of
organizing and controlling labour are in operation because each of them
‘is best suited for particular types of production’. But, and this is the
crucial thing, they do not constitute the base of different modes of
production coexisting with some articulation between them, because,
unlike the old pre-capitalist modes which produced forthe local economy, |
they produce for and are integrated into a capitalist world economy,
hence they are all equally ‘capitalist’:

itis not the case that two forms of social organization, capitalist and feudal,
existed side by side, or could ever so exist. The world-economy has one
form or the other. Once it is capitalist, relationships that bear certain formal
resemblances to feudal relationships are necessarily redefined in terms of
the governing principles of a capitalist systemn.?

To the objection that if, in different parts of the world, you have
predominantly slave or servile forms of labour then that must necessarily
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be the result of local slave or feudal modes of production, Wallerstein
answers with aquestion about the unit of analysis: ‘is England, or Mexico
or the West Jndies a unit of analysis? Or is the unit (for the
sixteenth-eighteenth centuries) the European world-economy including
England and Mexico, in which case, what was the mode of production
of this world economy?. . .”>* On the one hand, there is a change of the
unitof analysis, from specific social formations to international econormnic
relations. On the other hand, just as in Frank, what becomes the decisive
defining element of a mode of production is not the specific system of
production relations, but the orientation to the market and the proflt
_mativation. If slave production is oriented to the market in order to make
a profit, then it becomes a form of capitalism. Owrsteln puts i,
‘notall these capitalist “forms” were based on “free” labour — only those
' in the core of the.economy. But the motivations of landlord and labourer
in the non-“free” sector were as capitalist as those in the core.’>
Although Wallerstein seeks to generalize the Frankian model, he also
inttoduces some modifications which tend to make it slightly more
flexible. Instead of keeping the metropolis~satellite dichotomy,
Wallerstein distinguishes three structural zones of the world economy
which are the core, the semi-periphery and the periphery.’® What is
important about them is that they are by no means fixed once and for all
because the economic activities of some areas progress while in other
places they deteriorate. However,

the fact that particular states change their position in the world-economy,
from semi-periphery to core say, or vice versa, does not in itself change the
nature of the system. These shifts will be registered for individual states as
‘development’ or ‘regression’. The key factor to note is that within a
capitalist world-economy, all states cannot ‘develop’ simuitaneously by
definition, since the system functions by virtue of having unequal core and
peripheral regions.>’

ﬁ" he relationships between core and periphery are understood, as in
Frank, as relations of exploitatign whereby the core appropriates the
surplus produced by the peri pheﬁ This is the reason why ‘by definition’
not all states can develop. Wallerstein argues that all empires in the past
were mechanisms for collecting tribute and that the modem world
economy with its purely economic mechanisms offers ‘an alternative and
more lucrative source of surplus appropriation’:
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It is the social achievement of the modern world, if you will, to have
invented the technology that makes it possible to increase the flow of the
surplus from the lower strata to the upper strata, from the periphery to the
center, from the majority to the minority, by eliminating the ‘waste’ of too
cumbersome a political superstructure.®

The flo urplus from the periphery to the core.is secured-both through
[wsmaﬂenal division ofﬁ;oun and political power. The core gets a
concentration of the “tasks requiring higher levels of skill and greater
capitalization'®® and consequently the increased rewards for it.
Additionally, the core develops ‘a strong state machinery’ which serves
‘as amechanism to protect disparities that have arisen within the world-
system’.*® The natural consequence of the transfer of surplus from the
periphery to the core is the underdevelopment of the former and the
development of the latter:{ As in Frank, development and under-
development mutually cause each other and are the necessary result of
the operation of the same capitalist system.

Wallerstein’s and Frank’s emphasis on the world economy as the basis
of capitalism inevitably affects the role of class struggle in their theories.
To be sure, both take class struggle into account, but Frank is more
concerned than Wallerstein in establishing its centrality. However, given
the general nature of the world economy and the primacy of trade in its
formation, the role of class struggle cannot keep the centrality it had in
Marxist analyses. In fact there is a tendency in Wallerstein to subsume
its existence under the more general form of struggle ‘between the small
group of great beneficiaries of the system and the large group of its
victims’.*! This generic form of struggle manifests itself in various ways.
Class struggle between capital and labour is one of them. But, Wallerstein
goes on to say — implicitly alluding to Emmanuel’s theses — that this
conflict ‘has been of ten softened by long-term, larger-scale considerations.
Both the particular accumulator of capital and his work-force shared
interests against other pairings elsewhere in the system.’*? Wallerstein
further argues that one should not pay attention only to class struggle
because one would lose from view other forms of political struggle which
are at least as important within capitalism.

A frequent criticism of Frank’s and Wallerstein’s positions avers that
they have displaced class relations from the centre of their analyses of
economic development and underdevelopment.’*® Frank himself
acknowledges the fact that class has not been the focus of his analysis:
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The attempt to spell out the metropolis—satellite colonial structure and
development of capitalism hasledmetodevote very little specific attention
to its class structure and development. This does not mean that this colonial
analysis is intended as a substitute for class analysis. On the contrary the
colonial analysis is meant to complement class analysis and to discoverand
emphasize aspects of the class structure in these underdeveloped countries
which have often remained unclear.*

One such aspect which Frank finds crucial is his conclusion that the Latin
American national bourgeoisies have no positive role to play in the Latin
American process of development. However, further below, and also in
a more recent book,* he presents a different and more theoretical
argument which instead of construing his approach as a complement to
class analysis proposes an explanation of the role of classes which has
strong structuralist overtones and whichone ca findin other deterministic
forms of Marxism. In effect, in the context of a discussion about the main
interest groups of the ruling class in Chile and their role in Chilean
underdevelopment, Frank argues that it is not enough to say that these
various groups of landowners, mineowners, merchants and industrialists
hindered Chilean dcvelopment because of the pursuit of their particular
interests. TWMIOH of interests did not lead
to underdevelopment in England, Japan or the United States. His answer
is that the interests and actions of classes are determined in particular
ways by the underlying structures of the world capitalist system:

My thesis holds that the group interests which led to the continued
underdevelopment of Chile and the economic development of some other
countries were themselves created by the same economic structure which
encompassed all these groups: the world capitalist system . . . It was in the
nature of the structure of this system to produce interests leading to
underdevelopment . . . The most powerful interest groups of the Chilean
metropolis were interested in policies producing underdevelopment at
home because their metropolis was at the same time a satellite.4¢

~A similar thesis is developed with more historical detail for Latin
Americaas a whole in his book Lumpenbourgeoisie: Lumpendevelopment.
Here a sequential three-fold process is described in the following terms.

The starting and founding event is the subordination of L.atin America to
the world capi Mw@-fhﬁ\ﬂlﬁwconquei_@g
colonization. The secor%munence is the formation of
the class structure_and culture of Latin America as an effect of the
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Eg[omaLLdatM&Mp. In third place, ;Mand class structures

determi class interests of the geoisie’s ruling fractions which

thus follow various policies that generate underdevelopment. The first .
event alludes to the basic and determining structure of dependency, the

second aspect defines the class structure and normative values in terms

of the necessary primacy of the lumpenbour geoisie, and the third aspect:
determines the policy of underdevelopment or lumpendevelopment.®?

‘The causal sequence goes rather mechanically from the world system to

the political activities of Latin American bourgeoisies.

Surprisingly enough, Frank does not seem fully to realize the
implications of his theoretical position. When confronted with the
criticisms of Cabral et al. and dos Santos that class exploitation is absent
from or not easy to combine with his colonial analysis, he apologetically :
answers with a mea culpa** and a renewed effort to incorporate ‘the-
active “internal” class participation in the determination of the historical
process’.*® Instead of defending his theoretical position by using, for
jnstance, the traditional arguments of the Marxist orthodoxy® in the
sense that class interests and activities are determined and pre-ordained
by the economic structures (of the capitalist world system, in this case),
he apologizes for lacking historicaldepthin his class analyses and fornot
making himself clear. Instead of exploring the concept of exploitation
and trying theoretically to articulate regional exploitation with class
exploitation, as one of his followers, Gonzalez Casanova®' does, he is
content with expanding on the historical evidence as if the sheer
accumulation of historical data could restore a theoretical imbalance.

So, on the one hand Frank wants toreorienthis analysis by emphasizing -
class participation in the determination of the historical process, but on
the other he continues to maintain that class political practices are
determined by Latin American dependency on the imperialist metropolis.
But of course, he cannot have it both ways. Despite his willingness to
make amendments, the main thrust of Frank’s work is ultimately
mechanistic and deterrinistic. Hence, the true problem of Frank’s
approach is not the self-confessed lack of clarity and historical depth in
its class analysis, but the rigidity and determinism of his formal model,
‘which applies in the same way to all class structures and practices of the
underdeveloped world since colonial times, whatever their differences.
Thisisthereason why his historical analyses of underdeveloped countries
are bound to try to ‘fit’ the model and seek to show empirically what has
already been theoretically pre-established asa premise. Frank’s empirical
class analyses always support his model, or, to put it in other words, the
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external relations always and everywhere produce the same intemal
relations. The problem here is the tautological nature of the theory he
uses which leads to the reduction of the object of analysis to a general
category devoid of historical determinations.

Wallerstein’s theory is also deterministic but, unlike Frank’s, it is not
at pains to maintain the centrality of class struggle against heavy
theoretical odds. Historical capitalism and the world economy it creates
manifest themselves in a variety of conflicts and struggles of which the
class struggle between capital and labour is only one possible form. Here
the problem is not so much the reduction of all class conflicts to the same
pattern everywhere in the third world, but the insufficient consideration
of the capital-labour contradiction as the basis of capitalist development.
As Brenner puts it, for Wallerstein ‘the rise of distinctively capitalist
class relations of production is no longer seen as the basis for capitalist
development, but as its resu/r.’’? Instead of new class relations determining
the capitalist development of productive forces, it is the already capitalist
development of trade, the market-oriented constitution of the world
economy, which determines the transition to the new class structure and
to a variety of other patterns of conflict. The centrality of class disappears
from the conception of capitalism.

Despite his efforts to reassert the centrality of class relations Frank’s
theory shares this problem and gives a very clear formulation to the idea
that class relations are not constitutive but a consequence of capitalism:

- theowner—workerrelationship, far from being the starting point of the chain
of determination - or the fundamental contradiction, to use Marxist terins
— is only an extension and manifestation of the detenminant economic
structure and relation. That structure is monopoly capitalism . . %

But of course, this raise the question as to what then is capitalism. This
leads me to the serious flaws in Frank’s and Wallerstein’s conceptions of
capitalism and feudalism. Laclau, one of the best and most convincing of
their critics, has rightly pointed out that Frank, just as muchas Wallerstein,
totally ignores the relations of production in trying to characterize these
modes of production.’* In effect, capitalism appears as a system_of
production oriented to the market whereas feudalism, as the above
quotation about Brgzd co@s, _2ppears. 45 a .‘close'_:_ [ system only
weakly connected with the qutside world. The orientation to the market
and the maximization of profits become the decisive factors, Given this
conceptualization, it is not surprising that Frank should affirm that Latin
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America has been capitalist since its colonial days because the Spanish
exploitation of its resources was carried out with a view to making profits
by selling to the European markets.

The mistake is, of course, that the orientation to the market is not an
exclusive characteristic of capitalism; other modes of production,
jncluding fendalism and slavery, have also historically sold at least part
Ml}ﬁg_i_r_l the world market. Thus, for instance, Brenner shows
how in the sixteenth and seventeenth centuries the export of grains from
Eastern Europe to the West European markets, far from making East
European economies more capitalist, determined the re-feudalization of
their_production relations.** Equally, Laclau shows how ini the semi-
Foudatiiaciendas in Chile during the seventeenth and nineteenth centuries,
increased servile exactions were imposed on the inquilinos *°as the world
market demand for grains increased and the landowners sought to
maximize the exportable surplus.®? So, pre-capitalist modes of production
are not only perfectly compatible with the expansion of the world market
but thelr inherent system of extra-economic coercion can even be
enhanced by such expansion. Again, Frank's problem is that however
much he wants to incorporate into his analysis the variety of modes of
production existing in colonial Latin America, he is ultimately bound
to dissolve them all into the capitalist world system. Or is he?

My criticism perfectly fits Frank’s early version of the incorporation
model developed in Capitalismand Underdevelopment in Latin America,
where he conceives of a single world capitalist system which, in the
words of Banaji, ‘instantly reconstructs relations of production through
incorporation into the world market’.’? However, in Dependent
Accumulation and Underdevelopment and in World Accumulation,
1492-1789, as Ishowed above, Frank introduces another version whereby
incorporation into the world capitalist system does not necessarily
dissolve the pre-capitalist modes of production. According to this new
version, then, the same process of world capitalist accumulation includes
both capitalist and non-capitalist relations of production. Which means
(a) that there would be a non-capitalist accumulation of capital, and (b)
that capitalist accumulation would reproduce non-capitalist modes of
production. Both these propositions seem manifestly absurd and do not
represent an improvement on the first version.

Wallerstein has tried to come to the rescue of Frank’s earlier
incorporation model by saying that although Laclau’s critique is right in
terms of the letter of Marx's position, it is notin terms of its spirit.%? [t is
not very clear what he means by the spirit in this case. But obviously he
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refuses to accept that the feudalism Laclau is talking about in the Latin
American context is the same as the European feudalism of the Middle
Ages. The reasons he adduces are that in the Latin American form of
feudalism most of the surplus is destined for the market (as against only
apart), the orientation is to the world market (as against the local market)
and the exploiting class seeks to maximize and partially re-invest profits
(as against spending them). All these differences would justify the
dissolution of the so-called feudalism inlatin America-into capitalism.

However, even if one recognizes the existence of these differences; the
pointis, really, that they do not discriminate between modes of production
because they do not focus on the relations of production. To which
Wallersteinretorts that ‘the point is thatthe “relations of production” that
define a system are the “relations of production” of the whole system, and
the system at this point in time is the European world economy.’¢! But
here, of course, Wallerstein confuses the world economy with a mode of
production. There s little sense in talking abouttherelations of production
of the world-economy, especially when even Wallerstein himself accepts
that within the world-economy there is free labour in the core and coerced
labour in the periphery. Which of them will represent the production
relations of the whole system and why?

In fact Brenner has shown that there would be a very good case for
maintaining that the early European world economyj, to the extent that ‘it
was defined by the interconnected systems of production_based oq
coerced cash crop labotir T the periphery and based on freg Jabour in the
W Q[g_aggist a sort of renewed
feudalism, with a_somewhat wider scope’.*? The Teason for this 15,
according to Brenner, that most of Europe after the abolition of serfdom
was dominated by aneconomy basedonpeasant freeholders and therefore
lacked the indispensable class structure which, by securing technical
progress and the continuous advance of productive forces, characterizes
capitalism, namely, that which is based on free wage-earners. This is why
the early European world economy could not provide the bases for
continuous industrial growth in most of Europe any better than could the
Middle Ages. But of course Wallerstein cannot see this point because he
ignores the connection between the specific class system of capitalism
and the progress of productive forces. He simply has a different concept
of capitalism which instead of focusing onproductionrelations emphasizes -
the profit motive and the orientation to the world market. Thus for!
Wallerstein the technical progress characteristic of capitalism is not the{
result of a particular structure of class relations of free wage labour, but;
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the result of competition in the market and the impulse to profit
maximization.

Frank andMarini’sthesisofthe superexploitation of labourindependent
capitalist societies also deserves some critical comments. Frank’sapproach
is cautious in that he describes capitalist accumulation as ‘partly’ based

.on superexploitation. For Marini, on the contrary, superexploitation
seems to be a more essential feature of dependent capitalism. Whatever
the extension of this phenomenon, there is a problem in its
conceptualization and utilization by Frank and Marini. If they mean to
use the Marxist concept, superexploitation entails the paying of wages
which do not represent the total value of the means required by the
workerstoreproduce themselves, that is to say, the denial of the workers’
minimum needs for subsistence. This cannot therefore constitute a
permanent situation because it would lead to the physical extinction of
the workers. If what Marini and Frank mean is that the value of labour is
cut to the real minimum by extending the day’s work and increasing the
physical exertion as much as possible, but the workers can still reproduce
themselves, then this is not superexploitation but simple exploitation.

Besides, the idea that the workers of dependent countries are totally

_excluded from the consumption of manufactured products is simply
false. Even if their consumption is very limited, they still need and buy
clothes, building materials, food, medicines and increasingly radios and
television sets. In spite of a widespread belief which has its source in the
early works of ECLA, Latin American industrial production is far from
being limited to luxury goods. 54 On the other hand, the. idea that

_dependent capitalism is characterized by the extraction of absolute
éurplus—value totally neglects the fact that the increasing use of modemn
technology by both national and international industries determines the
extraction of relative surplus-value in all but the most backward sectors.
This does not mean to deny the existence of widespread poverty and
unemployment and the fact that wages are extremely low. The p oint is
that this happens not because capitalism does not work, but precxsely
hecause it is workmg in the specific historical conditions of peripheral

:ountries.
_Palma has maintained that the only part of Frank’s analysis which is
aluable is his critique of the theories which stress the supposedly dual
haracter of Latin American societies.® This assessment does not seem
ery generous but it is true to say (a) that dualism, in so far as it propounds
ie idea of a lack of connection between the modem and traditional
ctors of the economy, is a mistaken interpretation; and (b) that around
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this issue Frank makes a valuable contribution by showing, historically,

_how even the poorest and most remote parts of Latin America were
linked to the world economy and how this connection did not necessarily
bring economic development to them. However, even in this context
Frank makes two serious mistakes. First, he seems to affirm thatto accept
the feudal nature of the agriculwural relations of production in Latin
America is necessarily to accept a form of dualism. But obviously this is
not so because as we have seen above, the very connections with the
world market may accentuate the servile nature of the social relations.
Second, instead of cautiously restricting his theory to claiming that the
international links do not necessarily bring aboutdevelopment to colonized
areas, he goes further and claims, rather mechanically and without
foundation, that the insertion in the capitalist world system necessarily
precludes development and causes underdevelopment.

In a perverse kind of way, Frank's mistake mirrors that of the
modernization theories which he so fiercely attacks. They affirm rather
mechanically and in determimstic fashion that capitalist modernization
necessarily brings about development in the third world; Frank
counterargues, also mechanically and in a deterministic manner, that
capitalism cannot produce development at all in peripheral areas. As
Cardoso has pointed out, Frank’s pessimistic formulation confuses ‘the
socialist criticism of capitalism with its non-viability’.® Marx was a
strong critic of capitalism but it never occurred to him to deny that
capitalism could produce economic development. True, he may have
insufficiently emphasized the fact that capitalism does not necessarily
bring about development everywhere in the same way, but he certainly
never underpinned his hope for socialism on capitalism’s supposed
inability to develop productive forces.

At any rate, Frank’s and Wallerstein’s very conception of capitalism
makes it more difficult to understand why socialism should be the cure
todependent underdevelopment. If capitalist underdevelopment is defined
in terms of the incorporation to the world economy, then severing the
links with the world market must produce development. Would this
separation of itself bring about the destruction of capitalism in a socialist
manner? It does not seemn to follew necessarily that this should be so. As
Brenner rightly remarks, it the world economy of itself breeds
underdevelopment, ‘the logical antidote to capitalist underdevelopment
is not socialisin, but autarky.*®” True, Frank has made the point that a
genuine revolutionary process must couple extemnal delinking with
internal participation and mobilization. But apart from a brief review of
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some historical failures and disasters (Allende’s Chile, Ghana of
N’krumah, Nasser’s Egypt, Sukamo’s Indonesia, etc.), which according
to him show the need to have both aspects together, there does not seem
to be an intemal logic which unite them. In fact he even detects a
worrying tendency to reintegration and relinking of socialist countries
into the capitalist world system.5®

[t is the logic implicit in the Frankian model that makes Warren
suspicious about the nature of the socialism it proposes. He argues that
rather than fighting for socialism

the effects of suchtheories onthe working-classand socialistmovementhas
beento subordinatethem toideologies of nationalist, anti-imperialist unity,
to prevent their independent political development, and to induce them to
bow to undemocratic regimes.®’

Equally Bana i points out that

The whole theory of dependency is still today fundamentally a petty-
bourgeois theory which is inherently incapable of breaking loose from the
platform of national capitalismn . . . it has become fashionable to advocate
‘disengagement fromworld capitalism’. But this is tantamount to aprogram
of isolationist state capitalism, and has nothing at all to do with the
revolutionary interests of the working class, which ar all siages are bound
up with the worl/d market and its further development . . .7

These criticisms may well be too harsh, but there is an interesting point

in what they say. Latin American couqtries have known quite a few

seemingly left-wing political movements of a populist nature whose

radical nationalistic and anti-imperialist rhetoric conceals their true

capitalist and anti-socialist orientation. Warren is also correct — but only

in so far as Frank’s theory of dependency is concerned — when he accuses

dependency theory of being static, of assuming that imperialism is a

monolithic structure and of minimizing the wide range of options open

to Latin American countries.”’ He does not realize though that his own

position mirrors the rigidity of Frank’s — in a manner not dissimilar o the

theories of modernization — in so far as for him imperialism is

monolithically everywhere the pioneer of capitalist development. Against :
both Frank and Warren, Cardoso rightly emphasizes that ‘in specific
situations it is possible to expect development and dependency’ and that

‘it would be wrong to generalize these processes to the entire third,
world.’”?
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This is why Frank is right in believing that the ‘export-led growth’ of
Taiwan, South Korea, Hong Kong and Singapore cannot be generalized
as a model for the rest of the third world; but he is wrong in dismissing
it as if it was not a true process of development. For a start, the process
of economic expansion in these Asian countries began before the crisis
of the capitalist world system and the emergence of a new international
division of labour in the 1970s. As Hamilton points out,

Rapid industrial growth escalated in the second half of the sixties, although
the process had been gathering momentum from the early fifties in Hong
Kong and early sixties in Taiwan, Each of Taiwan, Korea, Singapore and
Hong Kong achieved annual average growth rates of real GDP of around
9% in the sixties . . . These rates of growth of the Four were sustained and
increased in the early seventies . . .

Furthermore, the fact that these processes of industrial expansion are
highly dependent both politically and economically on the United States,
and have highly contradictory and authoritarian internal features, cannot
eliminate their character as processes of capitalist development. As is
often repeated, Frank forgets that all processes of capitalist development
are inherently contradictory and do not lose their developmental character
for thatreason. On the otherhand, although North American political and
strategic considerations did play an importani role in securing aid,
foreign investment and markets for these countries, one should not
disregard internal factors, such as for instance the fact that both Taiwan
and South Korea had important processes of land reform in the early
1950s which weakened the landlord class and made the distribution of
land more equitable. As Corbridge rightly points out, ‘Frank quite
ignores the intermal economic and political histories of his “Gang of
Four.””’* Moreover. as Corbridge argues in true Cardosian vein, noteven
the very NICs should be lumped together, for if, for instance, one
compares Taiwan with Brazif, the latter is burdened by a large landless
peasantry whereas Taiwan’s ‘class structure and its past history have
ensured a far more benign integration into an evolving international
division of labour than could ever be the case in its Latin American
counterpart,’”’
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UNEQUAL EXCHANGE

In its origins the problematic of dependency — certainly at least the
approach developed by Frank — was closely connected with the work of
ECLA and the Latin American situation.”® However, in the 1970s the
notion of a world capitalist system which ECLA had outlined and Frank,
following ECLA and Baran, had initially elaborated in ordert ounderstand
Latin America’s underdevelopment was further developed in a more
general context by Wallerstein, Emmanuel and Amin. But whereas
Wallerstein remained at a high level of generality, both Emmanuel and
Amin, Marxist economists, went back to the specific problem of
underdevelopment from a perspective which (a) started from the idea of
an intemnally polarized capitalistworld system, (b) incorporated ECLA’s
problematic of unequal intemational trade, and (c) simultaneously
redrew itstenets in order to produce anew Marxistapproach toimperialism.
These are the so-called theories of unequal exchange. Although they
implicitly share Frank’s and Wallerstein’s conception of the capitalist
world economy, they - particularly Emmanuel’s approach — advance
much further in the analysis and refinement of the mechanisms of surplus
transfer from the periphery to the core, which had been left rather vague
by Frank and Wallerstein.

Just like ECLA 20 years earlier, Emmanuel starts his analysns with a
critique of Ricardo’s theory of comparative advantages. However,
Emmanuel wants to sustain his critique on arguments which do not
coincide with ECLA's pioneering analysis. According to Ricardo’s
well-known paradigm, it is advantageous for all countries participating
in international trade to specialize in commodities for whose production
they have comparative advantages. Within this framework it is possible
for certain countries to benefit more than others, but all necessarily gain.
ECLA and many economists like Singer and Prebisch attacked that
conclusion. By using United Nations statistics they showed that there had
been a systematic deterioration of the terms of trade of primary products
which were predominantly exported by underdeveloped countries and
provided explanations for that deterioration which I have summarized in
chapter 3, However, according to Emmanuel, they failed properly to
explain the statistical tendencies because ‘there is no such tendency
characteristic of certain products or certain categories of products. The
“worsening of the terms of trade for primary products” is an optical
illusion.””” Emmanuel tries to show that the problem lies elsewhere and ,
that there is ‘a certain category of countries that, whatever they undertake
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and whatever the produce, always exchange a larger amount of their
“national labour for a smaller amount of foreign labour . . .78
Emmanuel thus suggests that certain countries are exploited at the
level of exchange. The problem stems from the fact that whereas there is
an international mobility of commodities and capital, there is immobility
of labour. This means that while there is a tendency for the equalization
of profits throughout the world, the remuneration of labour varies from
one country to another according to historical condition‘s] In fact,
Emmanuel detects a tendency towards an increasing international
differentiation whereby the wages of central economies are 20 to 40
times higher than those of Asia, Africa or Latin America. If one allows
for the intensity of labour, which is about 50 per cent higher in the
developed world, the average wage in the developed countries is about
15 times the average in the backward countries(This is the root cause of
unequal exchange which entails the transfer of surplus-value from
backward countries to developed countries thus negatively affecting the
possibilities of development of the forme
However, not all types of unequal exchange are necessarily due to
wage differentials. Emmanuel distinguishes a tirst type of non-equivalence
between two countries when, in spite of having equal rates of surplus-
value and the same level of wages, they specialize in branches of
. production having different organic compositions.” The country
exchanging goods with a lower organic composition transfers part of its
surplus-value to the country specializing in goods with a higher organic
composition. Emmanuel does not regard this type of exchange between
two countries as unequal because (a) it is a kind of non-equivalence due
to technical reasons which occurs in every exchange between regions or
branches of production within the same capitalist society and so there is
nothing specific that international trade adds to it; and (b) the differences
in organic composition are inevitable even in a model of perfect
competition whereas wage differentials are due to imperfect competition
in the international labour market due to political frontieys.®
A second type of non-cquivalence between countries, for Emmanuel
. unequal exchange in the strict sense, is when the exchanging countries
start from different levels of salaries and have different rates of surplus-
value. (The country with the lower level of wages has the higher rate of
surplus-value and vice versa.) In this case the country with the higher
level of wages gets part of the surplus-value produced in the country with
the lower level of wages, even if the total capital invested is the same in
both countries and there is a higher organic composition in the backward
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country: ‘it thus becomes clear that inequality of wages as such, all other
things being equal, is alone the cause of the inequality of exchange.’$!
This is why Emmanuel maintains that wages are the ‘independent
variable’®? of the system. The necessary consequence of the drain of
surplus from the countries whose level of wages is comparatively low is
the reduction of their rate of capital accumulation. Unequal exchange
thus leads to unequal development:

Even it we agree that unequal exchange is only one of the mechanisms
whereby value is transferred from one group of countries to another, and
that its direct effects account tor only part of the difference in standards of
living, I think it is possible to state that unequal exchange is the elementary
transfer mechanism, and that, as such, it enables the advanced countries to
begin and regularly to give new impetus to that unevenness of development
that sets in motion all other mechanisms of exploitation . . .5

ECLA had also mentioned the relatively lower wages in the Latin
American countries as compared with European wages, bui it did not
seem to consider wages as an independent variable. On the contrary, low
wages were rather a consequence of the lower demand for and the lower
prices of raw materials as much as of the poor organization of the working
class and the excess supply of labour. For Emmanuel, on the contrary, the
problemdoes not lie in a particular kind of product with poor demand and
low price. It is the low level of wages that determines the low price of
whatever product is exchanged. This is why he proposes that it is no use
to underdeveloped countries to specialize in those dynamic branches of
industry which provide superprofits to industrial countries. One must not
lose sight of the fact, Emmanuel argues, ‘that they are only “dynamic”
because they belong to the high-wage countries and would cease to be so
the moment they crossed over to the underdeveloped countries, as
happened with the textile industry. %

Without justifying his position, but obviously for practical reasons,
Emmanuel rules out a solution consisting in a sudden levelling up of the
wage levels of underdeveloped countries to the level of advanced
countries.’S Hence the choice for underdeveloped countries seems to be
a difficult one: either unequal exchange or autarky. As in the case of
Frank, the true logic of Emmanuel’s analysis is autarky, but he is too
experienced to believe that total autarky is a practical possibility either,
so he suggests diversification and perhaps a sort of common market of
backward countries. The idea is that a substantial reduction of exports
and imports and the diversification of the economy by transferring
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resources from the traditionalexportbranchesto branches whose products
can substitute for imports would be beneficial for underdeveloped
countries.®® At least in the latter aspect, Emmanuel’s suggestion does not
seem to differ a great deal from ECLA’s policies of import-substituting
industrialization. The problem is, as the experience of Latin America
shows, that a policy of internal diversification causes more not less
dependency on imports, and consequently on exports. So when Emmanuel
says that ‘the policy of diversification and autarky has more inherent
logic than that which consists in choosing the branches that political
economy has recently described as dynamic,’®” he may be right in that
particular comparison but he is wrong in believing that diversification
and autarky are entirely compatible in practice.

Emmanuel’s analysis specifically considers the consequences of
unequal exchange for the international solidarity of working people. The
classical theory of imperialism had been aware of the fact that class
struggles in Europe had been weakened through some reforms which the
European bourgeoisies had implemented by using the superprofits
provided by imperialism. It was in this context that Lenin and Bukharin
had spokenof the labour aristocracies and of their opportunistic deception
of the working-class movement. But, Emmanuel says, they restricted this
phenomenon to the upper stratum of the proletariat and thought that it
was atransitory problem which the masses would soonreverse. However,
the long process of integration of the working class into the system did
not go away and consequently ‘to explain a historical fact that has
endured for nearly a century by the corruption of the leaders and the
deception of the masses is, to say the least, hardly in conformity with the
method of historical materialism.’*®

The fact is, Emmanuel goes on, that the antagonism between classes
in Europe has been progressively displaced by the antagonism between
richand poor nations, and that this is what explains the lack of revolutionary
consciousness in the masses:

Ttis notthe conservatism of the leaders that has held back the revolutionary
¢lan of the masses . . . it is the slow but steady growth in awareness by the
masses that they belong to privileged exploiting nations that has obliged the
leaders of their parties to revise their ideologies so as not to lose their
clientele.”

Class antagonisms in the developed world have not disappeared, but
have become secondary. Emmanuel’s model starts from the premise that
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the rate of surplus-value extraction (rate of exploitation we may call it)
is several times lower in the centre than itis in the periphery. The workers
of the developed world have become conscious of this fact. So, from their
point of view, the increase of the national income provided by the :
exploitation of third world countries has become more important than the
internal struggle for improving their relative share of the cake. As
Emmanuel puts it, ‘a de facto united front of the workers and capitalists
of the well-to-do countries, directed against the poor nations, coexists
with an internal trade-union struggle over the sharing of the loot."°

Not surprisingly, Emmanuel has been seriously criticized, especially
by Marxist authors who distrust any analysis simply based on exchange
in the market and not directly on the relations of production, and who
consequently also disapprove of Frank and Wallerstein. Perhaps the
most articulate of them is Bettelheim. He does not necessarily reject the
existence of unequal exchange but disputes the basic premise of
Emmanuel’s explanation of it, namely the idea that wages can be taken
as the ‘independent variable’ of the system able to determine changes in
other spheres of society. The logical consequence of such a premise is
that if underdeveloped countries were to raise the level of wages, they
could avoid unequal exchange and underdevelopment.®' True, Emmanuel
does say that moving the level of wages upward is not a practical
possibility in a capitalist economy, but he cannot deny that, theoretically,
this is acarrect logical inference from his approach. The point Bettelheim
makes, on the contrary, questions the very logic as a mistake. Although
he accepts that wages are not entirely determined by the economy and
that historical and moral elements peculiar to each society play an
important role in their determination, they are in no way independent or |
the ultimate explanation of phenomena such as unequal exchange:

when we donotireat wages as an ‘independent variable’ . we areled to relate
the low wages in the poor countries both to the low level of development of
their productive forces and to the production relations that have hindered
and continue to hinder the growth of these forces . . . To achieve a lasting
escape from ‘unequal exchange’, there is no other means than the
transforming of this objective basis and thus the removal of those production
relations that ‘hinder the development of productive forces. %2

It is also the level of productive forces that determines the organic
composition of capital so that the more advanced the productive forces -
the higher the organic composition of capital. So, in Beltelheim’s view
there is no reason to dismiss unequal exchange in the ‘broad sense’ just -
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because it is not based on wage differentials. In fact both wages and the
organic composition of capital depend on the level of productive forces
and it is ultimately the poverty of the latter that is the source of
international inequalities. As Bettelheim putsit, ‘the poverty of the “poor
countries” and the wealth of “rich countries”, that is, their economic
inequality, is “prior” to exchange between them and to whatis called the
“inequality” of this exchange.®* Furthermore, Bettelheim criticizes
Emmanuel’sequilibrium model and his assumption of perfectcompetition
because they may distort some results of wage differentials which are the
opposite to the postulated ones: low-wage countries can achieve surplus
profits by combining low wages with advanced techniques. This is in fact
the complaint which many industries in the developed world have
against the ‘unfair’ competition from Hong Kong, Singapore, Taiwan
and South Korea.

Bettelheim also objects to the notion that underdeveloped countries
are ‘exploited’. Exploitation entails the extraction and appropriation of
surplus-value by a ruling class. Relations between countries cannot be
conceived as class relations even if there is a transfer of value between
them. Otherwise the working class of the developed countries appears to
be the exploiter of the poor countries. In fact, Bettelheim argues,
technically speaking the workers of developed countries are more
exploited than their counterparts in poor countries because their higher
productivity and intensity of labour results in a relatively higher surplus-
value extraction, even if their wages provide them with a better standard
of living. This criticism can also be extended to Frank's idea of
surperexploitation which entails the denial of the minimum necessary for
the subsistence of the worker. If the rate of exploitation depends on the
proportion of surplus labour to necessary labour, it is possible, though
admittedly somehow paradoxical, that a worker of a poor country where
productivity is very low may starve and yet be less exploited (because of
the small amount of surplus labour he performs) than a relatively highly
paid worker in a country with high productivity.

Thisisthereason,goesonBettelheim, whythere is such aconcentration
of capital investment in the central countries. As Brewer has also pointed
out, if exploitation is higher in the periphery ‘why should the high-wage,
high-price products go on being produced in the high-wage countries?
Given the free mobility of capital between countries why should any
investment go to the high-wage countries at all?’®** As in the case of
Frank and Wallerstein, the nationalistic interpretations and the ideological
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mystifications which Emmanuel’s theory can unwittingly engender
worry Bettelheitn. The national bourgeoisies of underdeveloped countries

are always trying to convince the working masses of their countries that
their poverty is due not to the class exploitation of which they are victims,
and the existence of production relations that block the development ot the
productive forces, but to the national ‘exploitation’ of which rich and poor,
capitalists, peasants, and workers are said to be a// alike victims, and which
could and should be reduced through a sufficient alteration in the terms of
trade.”®

Amin, in his attempt to construct a theory of accumulation on a world
scale, starts by addressing the problem raised by the controversy between
Emmanuel and Bettelheim. Amin basically accepts Emmanuel’s theory
of unequal exchange and praises him for having discovered the
‘preeminence of international values’, the fact that the world is no longer
a juxtaposition of nations which relate externally, but a single world
capitalist system.’® However, Amin wants to introduce some modifications
which stem from his own theory and which also take into account
Bettelheim’s criticisms. For a start he says that Emmanuel made an
empiricist and mechanistic mistake in calling wages the ‘independent
variable’. There are no independent variables or unilateral causalities in
the capitalist mode of production, but, agreeing with Bettelheim, there is
aclose relationship between wages and the level of productive forces. So
‘thelevelof wages isdeterminedthrough the class struggle (the subjective
elemeat) which takes place within a context governed by the conditions
of accumulation (the objective element).’’

Amin also insists that in order to improve Emmanuel’s conception of
unequal exchange one must take into account the fact that most of the
exporting sectors of the third world use the same advanced techniques as
similar sectors in the developed world and yet pay less to their workers.
By introducing the notion of productivity Amin arrives to what he labels
a ‘superior’ and correctdefinition of unequal exchange: ‘the exchange of
products whose production involves wage differentials greater than
those of productivity.”” Amin adds that not all exports from the third
world are produced within a capitalist mode of production but that this
does not affect unequal exchange. There is unequal exchange, whatever
the modes of production of the exchanging partners, when the wage
differentials are bigger than the differentials in productivity.”®

To the question as to whether Emmanuel's analysis necessarily leads
to an exploitative alliance of bourgeoisie and proletariat in the centres
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and to an anti-imperialist solidarity between bourgeoisie and proletariat
in the periphery he answers that this is not so. But he accepts that
Emmanuel has wrongly suggested that the class contradiction has been
replaced by acontradiction between rich and poor countries. Nevertheless,
he rejects Bettelheim’s argument that the workers in the industrial
centres are more exploited than the workers of underdeveloped countries.
Amin points out, once more, that Bettelheim forgets that three-quarters
of the third world’s exports come from high productivity sectors, which
nevertheless pay their workers much less than their equivalents in the
centres.'® However, the fact that the third world worker is more exploited
than the central worker and that this results in a transfer of surplus to the
centre does not mean that the central workers benefit from that transfer.,
High wages in the centre are due to the high level of productive forces and
not to international transfers.'®’ How then to transcend the controversy?
By displacing the issue of class struggle from its (pre-Leninist) national
context to the context of the world system: the contradiction is now
between the world bourgeoisie and the world proletariat. Who is the
world bourgeoisie? Mainly the bourgeoisie at the centre, as the most
powerful. Who is the world proletariat? Mainly the proletariat of the
periphery. Why not the central proletariat as Marx thought? Because the
peripheral proletariat is more exploited than the central proletariat,'%

According to Amin, in spite of its path-breaking contribution. which
for the first time formulates the problem of international values,
Emmanuel’s theory stops short of an analysis of the real problem, which
has to do with ‘the specific nature of the peripheral capitalist mode with
respect to the central one'.'® The world capitalist system is not
homogeneous and there is a fundamentali difference between the model
of capital accumulation and of economic and social development in the
central economies and the model characteristic of third world countries.
The former is called ‘self-centred system’ and the latter is labeled
‘peripheral system’. Their difference can be shown by distinguishing
four sectors in the economic system: exports, consumption of luxury
goods, ‘mass’ consumption and capital goods.'®

A self-centred system is characterized by an articulation of the
production of capital goods with the production of mass consumption
goods. This is the typical capitalist mode of production as defined by
Marx in Capital and it has characterized the historical development of
capitalism in Europe, the United States and Japan. In this model
international exchange can be left out not because historically the central
economies developed in autarky, but because external relations are not
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essential for the model to work. The model works in the folloWing way:
the rate of surplus-value determined by the level of productive forces
determines in its turn the distribution of the national income between
wages and profits. Wages constitute the main source of demand formass
consumption goods whereas profits are the main source of savings and
new investments. Increases in the rate of surplus-value tend to depress
demand whereas a reduction of the rate of surplus-value negatively
affects the level of investment and therefore the level of employment.
Thus cycles of depression and expansion alternate which the system has
been able to moderate.

In the context of an increasing monopolization of capital and of the
creation of a strong trade union movement, a sort of ‘social contract’ is
achieved between capital and labour whereby increases in real wages are
related to increases in productivity, and in this way a state of perrnanent
quasi-full employment results. This ‘social contract’ is expressed in
social democratic ideologies which integrate the workers into the system.
As the productive forces develop so does the demand coming from the
expansion of wages. If at the beginning the demand was mainly aimed at
essentials like food, clothing and housing, with the expansion of the
economy and the wages the demand is now aimed at consumer durables
like cars and electrical appliances. But the historical progression from
onetype of demand to the other is important because it is the initial strong
demand for essentials that allows the development of agriculture and the
mass consumption industry.'%

Amin draws three conclusions from this analysis. First, self-centred
accumulation is compatible with a regular rise in wages. The immanent
tendency of the system is to keep the same level of wages but the working
class can get improvements by means of trade union struggles. Should
thelevel of wagesremainstatic, the process of accumulation demands an
expansion of the external markets in compensation. For Amin this was
historically the case during the nineteenth century where the lack of
sufficient wage rises in the centre led to an expansion abroad. Second,
self-centred accumulation tends to destroy pre-capitalist modes of
production. Third, self-centred accumulation causes a falling rate of
profit which again is compensated by imperialism and the exploitation
of the periphery.'%

Peripheral systems, on the contrary, have a totally different model of
accumulation, which is dependent on the centre—periphery relation. It is
characterized by an emphasis on the export sector which eventually
sustains thedevelopmentof aproduction oriented to luxury consumption.
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The economic activity of peripheral countries was initiated by the centra]
countries developing in them an export sector which could secure (a)
better returns for their capital, and (b) cheap raw materials and foodstyffs;
Hence the relationship between the level of productive forces and wages
disappears. Because the condition for developing certain exports is that
the wages of the pcripheral workers should be lower than those at the
centre, and this is secured by the pre-capitalist modes of production
which provide cheap labour power, wages are necessarily low and lead
tounequal exchange along the lines described by Emmanuel. This means
adrain of surplus which, although marginal for the internal accumulation
process of the centre, crucially debilitates the accumulation process of
the periphery. On the other hand, the level of productive forces is
heterogeneous: high in the export sector, very low in the rest of the
economy. This is what secures cheap labour power for the export sector.

Consequently, in peripheral systems a large part of the population is
excluded from the capitalist exporting sector and the domestic market s
dominated by pre-capitalist modes of production. Internal demand is not
therefore based on the expanding wages of the workers and is restricted
1o a very limited number of mass consumption goods. When an internal
market eventually develops, it is mainly based on the demand by parasitic
ruling classes for luxury goods. Given the extent of the marginalization
and unemployment suffered by the majority of the active population, it
is only the elites that can influence the development of a market for
consumer durables. This is why the import-substitution industrialization
begins with the production of sophisticated goods instead of attempting
the production of mass consumption goods. The lack of demand for these
goods explains the backwardness of the agricultural sector. Hence the
peripheral or ‘extraverted’ model of accumulation articulates an export
sector withthe production of luxury goods and leads to the impoverishment
and marginalization of the majority of the population.'?’

Hence, in comparison with the self-centred model, the peripheral-
dependent model presents opposite characteristics. If in the self-centred
mode/ there is a relation between the level of productivity and the level
of wages, in the peripheral system that link does not exist and wages can
therefore ‘be frozen at very low levels without extraverted development:
being hindered’.’™ If the self-ccntred system has a ‘vocation to
exclusiveness, that is to say, to the destruction of all precapitalist
modes’,'” the peripheral mode] accepts a plurality of modes of production
because so far as the capitalist mode of production is concemed,
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sextraversion blocks its development and so prevents it from becoming
exclusive.”"'? Finally,

in the self-centred economy there is an organic relation between the two
terms of the social contradiction: bourgeoisie and proletariat, . . . each of
them is integrated into the same reality which is the nation . . . on the
contrary, in an extraverted economy one cannot understand the unity of
these opposites at the national level but only at the world level.'"!

In political terms this has two consequences. First, the problem of class
struggle must be located at the world level and no longer at the national
level: it is the central bourgeoisie that exploits the peripheral proletariat.
Second, the main nucleus of the forces of socialism has been displaced
from the centre to the periphery.''2 Amin shares with Frank the idea that
capitalism can no longer develop the periphery, but unlike Frank and
Wallerstein, he accepts that there is an articulation of capitalism with
other pre-capitalist modes of production in the periphery. Still, he does
not fully endorse ‘the articulation of the modes of production theory’
which maintains that it is not capitalism that fails, but the pre-capitalist
modes in the periphery that are more resilient than feudalism and which
are able to resist the dissolving action of capitalism for longer.''? For
Amin, on the contrary, the ‘extravert’ character of the capitalist
accumulation process in the periphery explains the failure of thecapitalist
mode of production itself and its accommodation to other modes.

There is no doubt that Amin improves Emmanuel’s theory of unequal
exchange by introducing the variable of productivity into the equation

-and showingthatunequal exchange will exist when the wage differentials
exceed the differences in productivity. Amin’s analysis of the political
consequences of unequal exchange is also more cautious, in that itavoids
any blank condemnation of the central proletariat as an exploiter of
peripheral workers. However, heinsistsonthe fact that the latterare more
exploited because their wages are lower even in the case where there is
similar productivity and intensity of work. But improving Emmanuel’s
argumentagain, Amin denies that wages are an independent variable and
links them with the level of productive forces.

Anaspect which presentsdifficulties is Amin’s attempt at transcending
national boundaries in his analysis of accumulation on a world scale. On
the one hand, he emphasizes the need to analyse all phenomena at this
new world level and he seems to be successful when referring to
peripheral economies. On the other hand, when studying the self-centred
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system, the analysis is made without a necessary reference to the
periphery. This has, of course, advantages because it avoids Frank’s and
Wallerstein’s mistaken assumption that central development is totally
dependent on the exploitation of the third world. Yet this violates the
need to analyse all sectors from the global perspective. In a way Amin
wants to have it both ways: there is a world system which is supposed to
-explain all sectorial processes but one sector, the centre, can be explained
without areference tothe world system, precisely because it is autocentric,
If central proletariats and bourgeoisies are integrated in single nations
while there is no such national integration for peripheral countries, how
can one speak of an integrated single world system which transcends
national systems?

True, Amin has argued that ‘unity has never been synonymous with
homogeneity; diversity and inequality exist within the unity of the
world.’'"* But the point is a different one. Even if one accepts diversity,
all sectors, in their very diversity, must be explained by a reference tothe
world system. But the self-centred system can still be explained in terms
of ‘nations’ and in terms of internal variables which could essentially

“work without a reference to the periphery. Infactit is the lack of this self-
centredness that constitutes the problem of underdeveloped countries.
Hence the combination of pessimism and nationalism which many critics
see as the hallmark of Amin, Frank and Emmanuel. Kitching compares
them with the Russian populists:

Pessimism about the possibilities of indigenous capitalist development,
hostility to free trade and a certamty that it leads to national exploitation,
demands forstate-led ‘national’ industrialization, sometimes socialist and
sometirmes capitalistin form, are all hallmarks of modern underdevelopment
theory. through which runs a pervasive nationalism. Baran, Frank, Amin,
Emmanuel are much more the heirs of Flerovsky, Vorontsov, Danielson
and other Russian populists, than they are of the Marxist tradition with
which most of them consciously identify."'*

Amin also shares some of the problemns and ambiguities which Frank and
Wallerstein have in defining the capitalist mode of production and in
establishing its relation to other modes. Amin proposes that ‘there is no
Juxtaposition of the capitalist mode and the precapitalist modes. The crux
of the problem is to understand the meaning ot the domination by the
capitalist mode over the other modes, the domination being the basis of
this unity.”''® The crucial word here seems to be ‘domination’. There is
no juxtaposition, but there is a form of articulation by domination. If the
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peripheral social formations contain ‘dominated’ pre-capitalist modes
this means that the world capitalist system can articulate within itself pre-
capitalist modes which keep some identity even if they are dominated.
But then, perhaps realizing the dualist consequences of this formulation,
Amin rephrases it further below by saying that the process of domination
‘has radically altered the noncapitalist modes and has reduced them to a
simple form, a “‘shell” whose content has since become a relation of the
sale of labour power.’!''” Ultimately, therefore, he seems to opt for
Frank's early solution of dissolving other modes into the capitalist
system.

S. Smith has criticized Amin for sharing with other dependency
theories the idea that "the world system is such that the development of
part of the system occurs at the expense of other parts.’!'® To prove this
assertion she quotes Amin when he says that

The accentuation of the features of underdevelopment in proportion as the
economic growth of the periphery — in other words the development of
underdevelopment — necessarily results in the blocking of growth, in other
words, the impossibility ... of going overto autonomous and self-sustained
growth, to development in the true sense.'"’

I fail to see in whichlogical way this quotation proves Amin’s adherence
to Frank’s ‘two-sides-of-the-coin’ tenet. In fact, as I have shown above,
Amin is quite clear in dissociating himself from such a view. However,
what the quotation does show is that Amin has uncritically accepted the
Frankian idea of a ‘development of underdevelopment’ and the notions
that in the periphery growth is blocked and there is an impossibility of
development ‘inthe true sense’. T have already criticized the mechanistic
and deterministic errors of such a position. At points Amin seems even
to be keen on a distinction between growth and development in order to
convey the idea that peripheral countries may grow but never have
development. But this distinction is fraught with problems and pitfalls,
notthe least of which is the fact thatitmay induce the mistaken belief that
capitalism in the centre has finally overcome all its contradictions and
that it is only in the peripheral systems that contradictions, and the
possibilities of socialism, can be found.



5

DEPENDENCY, INDUSTRIALIZATION AND
DEVELOPMENT

INTRODUCTION

I have distinguished two main groups of theories within the problematic
of dependency. The first group which I have already discussed in chapter
4 proposes a totalizing vision according to which there is a single
integrated world capitalist system which is polarized into centre and
periphery. The incorporation of the periphery into the world capitalist
system occurs by means of trade and this is at the same time the source
of its exploitation through unequal exchange. The transfer of surplus
from the periphery to the centre explains the underdevelopment of the
former and, except for Amin, the development of the latter. Hence these
theories tend to be stagnationist and do not conceive of any possibility of
real development occurring in the periphery. All that could exist is the
development of underdevelopment. The situation of being peripheral is
synonymous with poverty and backwardness. Dependency, through
unequal exchange, is in itself a sufficient explanation of under-
development.

The second group of theories, which is my concem in this chapter,
conceives of dependency in adifferent way; notasa sufficient explanation
of underdevelopment but as a conditioning situation which is mediated
and altered in its effects by internal economic and social processes.
Although these theories accept the conditioning influence of the world
capitalist system they focus their analysis on the internal Latin American
processes and their variability. They could be stagnationist (Sunkel,
Furtado, Hinkelammert) or allow for development (Cardoso, Faletto,
Pinto), they could be Marxist {Cardoso, Faletto, Hinkelammert) or non-
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Marxist (Pinto, Sunkel, Furtado), but in any case the obstacles to or
ossibilities of development are studied in relation to internal processes
and class struggles and not solely in relation to external factors, however
jmportant they may be. Furthermore, these theories tend not to give too
much importance to unequal exchange and the transfer of surplus as a
major cause of underdevelopment, although most of them recognize its
existence. Above all, these theories do not confuse dependency with
necessary underdevelopment. I shall distinguish three currents within
this group of dependency theories. The ‘structuralist’ (Pinto, Sunkel,
Furtado), the theory of unbalanced peripheries (Hinkelammert) and the
theory of ‘associated dependent development’ (Cardoso, Faletto).

STRUCTURAL OBSTACLES TQ NATIONAL DEVELOPMENT

The thought of Pinto, Sunkel and Furtado was formed within ECLA’s
intellectual tradition but towards the mid-1960s initiated a process of
reformulation of ECLA’s tenets in the context of a growing pessimism
about the Latin American prospects of development. These authors did
notwanttodraw any general conclusions about the viability of capitalism
in the third world but empirically investigated the obstacles which they
thought led to the stagnation or frustration of national development in
Latin America. The titles of some of their publications during this time
are symptomatic. Pinto, for instance, in Chile, a Case of Frustrated
Development tries to show the structural causes which have hindered the
process of development in Chile from 1830 to 1953.' Furtado does the
same for Latin America in general and Brazil in particular in
Underdevelopment and Stagnation.? He analyses both external obstacles
and structural factors hindering development. Sunkel, in his turn, in
‘Social change and frustration in Chile* argues that a rapid process of
social change in Chile has not led to the expected social results. The
reason lies in certain basic structures of Chilean society. Hence the label
‘structuralist’ which these authors usually receive.

One of the first analyses to start this tendency was Pinto’s pioneering
study of Chile. His basic thesis throughout is the existence of a cleavage
or contradiction between a rapid social and political expansion and a
sluggish economic development. Using a metaphor Pinto argues that
Chile ‘stands out for an almost deformed development of its head,
meaning by thatits institutionality, its political organization, its structure
of social relations, which seem to stand on a rickety body, or at least, a
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body of an age which does not correspond’.* According to Pinto, before
the crisis of 1930 Chile presented the most favourable conditions for
developing according to the classical pattern envisaged by liberalism: the :
expansion and modemization of primary production for export would
release human and material resources which eventually would bring_
about internal diversification and development of other economic
activities. But this did not happen. The reasons are multiple. Some of
them have to do with external dependence; others, equally important,
relate to internal factors, both structural and political. Among the
dependency factors, Pinto mentions the fact that from the very beginning
Chile lost national control over the nitrate and copper mines and foreign
companies had an inordinately high participation in the Chilean total
investment. This was aggravated by a systematic deterioration of the
terms of trade and the so-called ‘demonstration effect’ which promoted
foreign patterns of consumption and hindered intemal saving and
investment. Pinto goes so far as to speak of the lack of ‘national
character’, such was the rush to imitate foreign institutions and values.*
Internal structural factors compounded the problem: the basis of the
Chilean export economy was too narrow and dependent on copper and
nitrate alone. The traditional property structure (hacienda) and general
backwardness of the agricultural sector was also a major negative
determinant of the Chilean possibilities of development. It supported a‘
class who did not reinvest the revenues of international trade but
squandered them in conspicuous consumption. This in its turn put
pressure on imports and resulted in the narrowness of the Chilean internal
market.® :
After the 1930’s crisis and in the context of the process of import-
substituting industrialization, the situation does not markedly improve
and new frustrations are added to the development process. Pinto argues
again that they are the result of a variety of factors. First there is the lack
of clear and consistent policies and of sufficient investment. Second, and
most important, is high inflation, which is partly due to failures in
monetary policies and partly due to structural factors. Among the latter
Pinto mentions Chile’s dependency on external trade, low agricultural
productivity, low incomes, transfer of surplus abroad in termsof
repatriation of profits, etc. But, above all, inflation ‘reflecis the struggle
of the different socio-economic groups and sectors to modify or keep a
determined income distribution’.” Third, agrarian backwardness. Fourth,
dependency on a narrow structure of exports. Fifth, expansion of services :
in detriment to the production of mass consumption goods. Sixth,
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bureaucratic inefficiency; and seventh, a very regressive pattern of
income distribution.

Writing in 1965, Sunkel is equally pessimistic inrespect of the process
of Chilean industrialization which was supposed to create adynamic and
self-sustained economy. In reality, he says, the Chilean economy has
been practically stagnant since 1954.% The most important factor which
explains the ‘frustration’ of social change and development in Chile is
the excessive concentration of income and wealth in the hands of a
minority. While industrial capital is highly concentrated, the traditional
concentration of agrarian property has not been altered. The media are
controlled almost in their entirety by big economic interests and the
education system is highly discriminatory in favour of the wealthy
elites.’ In the case of Brazil, presented as a typical case of development
through import substitution, Furtado argues that

the dynamic factors responsible for the substituting industrialization tend
to get exhausted when they operate within the Latin American institutional
framework. Brazil does not constitute an exception, because that weakening
occurred before the national economic system could reach the degree of
diversification which secures self-sustained development.'

What happens is that a pre-capitalist sector coexists with an industrial
sector, which uses capital intensive technology thus originating a highly
concentrated pattern of income distribution which determines an
application of economiic resources in a Jess efficient manner. This leads
toeconomic stagnation in general, butmore particularly tounemployment
and serious social problems in the urban zones which also make growth
impossible.!! Without explicitly adhering to a stagnationist point of
view,Pintohas analysedthe socio-economicresultsof the Latin American
import-substituting industrialization as leading to ‘structural
heterogeneity’. By this he means that the Latin American productive
structure can be divided into three strata: a ‘primitive’ pole with a very
low income and productivity, similar to colonial or pre-Columbian
levels; a ‘modern’ pole with income and productivity similar to those of
the developed world; and an ‘intermediate’ pole which corresponds to
the national productivity average.'?

“Structural heterogeneity’ is not the same as ‘dualism’ because the
three strata are not separate compartments but are inserted in 2a common
context. Internal relations between these sectors are described in terms
of ‘internal colonialism’ and exploitation: terms of trade, exchange rates,
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public investment and transfer of resources favour the modern pole in
detriment to the ‘internal periphery’.'*> While in the developed world
thereisatendency toarelative homogeneity among the various economic
sectors, inLatin America there areimportant discontinuities. Between 35
and 40 per cent of the Latin American active population work in the
‘primitive’ pole, and produce only an 8 per cent of the national product;
whereas only 13 per cent of the population work in the modem sector:

Pinto maintains that ECL A’shopes that the process of industrialization
would play a ‘homogenizing’ role did not materialize. On the contrary,
the pace of development has not accelerated nor has it become self-
sustained, external dependency has expanded, most of the population in
Latin America has been ‘marginalized’ from the modern pole and ‘there
has been a threefold concentration of the “fruits of technical progress’:
at the social level, at the level of economic strata, and at the regional
level.”'* According to Pinto there is no indication that this tendency will
be spontaneously reversed. Pinto concludes with a hint that one should
distinguish between growth and development:

In so far as Latin America is concerned, the first thing one must take into
account is that after so many decades of growth ‘towards the outside’ and
‘towards the inside’, between 40 and 50 per cent of the Latin American
population continue to be marginalized from the benefits of development
and have average incomes similar to those of the countries of Asia and
Africa."

In fact this distinction between growth and development is one of the
main characteristics of this group of authors. Furtado, for instance,
argues that in a situation of underdevelopment it is possible for the
industrial sector to grow and even for the per capita income of the whole
population to grow and yet the proportion of the population which
benefits from the process of development remains reduced and the
occupational structure stays basically pre-capitalist.'é Sunkel in his tumn
defines development as a process of change which ultimately seeks the
equalization of the social, political and economic opportunities both
nationally and intermationally.'” He accepts that this position entails an
a priori conception of what ‘ought to be’, but suggests that one can keep
‘scientific objectivity’ by recognizing the value premises from which
one starts. Perhaps the clearest formulation of this position can be found
in Seers. According to him, the concept of development is inevitably
normative and the basic values which allow its measurement are those



DEPENDENCY, INDUSTRIALIZATION AND DEVELOPMENT 151

which allow the fulfilment of human potential, namely, an income which
provides enough for food, clothing and shelter, employment and equality
in income distribution:

the questions to ask about a country’s development are therefore: What has
been happening to poverty? What has been happening to unemployment?
What has been happening to inequality? If all three of these have become
less severe, then beyond doubt this has been a period of developmentforthe
country concerned. If one or two of these central problems have been
growing worse, especially if all three have, it would be strange to call the
result *development’, even if per capita income had soared.'*®

Another point which is particularly emphasized by this group of authors
hasto do with national control over the process of development and over
the political, social and cultural life of the nation. For Sunkel one of the
basic objectives of a policy of development - together with the aspiration
to a better material welfare — is the affirmation of the nation, the
aspiration to overcome dependency.'® Seers too sees economic and
political national independence, coupled with adequate educational
levels, as necessary requirements for the realization of the potential of the
human being.?® Furtado in his turn argues that ‘the struggle to overcome
underdevelopment and to preserve a national character with self-
determination are dialectically integrated in political action.’' This is
why, he says, the most advanced ideologies of development have
emerged out of the process of decolonization. I have already shown that
Pinto criticizes the lack or loss of a Chilean national ‘character’, butmore
generally he makes the point that those Latin American economies with
the highest relative growth in the region are precisely those where the
process of denationalization through direct foreign private investment is
most advanced.?? In general, there is a heavy emphasis on the national
character which development must assume and which this new kind of
dependency on multinational corporations hinders.?*

In case this is not already clear, the ‘new character’ of dependency
consists in the fact that whereas, before, industrialization was supposed
to be the way to beat dependency and become self-sufficient, now it is
increasingly seen that industrialization has turned out to be a new vehicle
of dependency through directinvestment and control by foreign capital,
especially thecapitalcontrolled by transnational corporations. As Furtado
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participation by foreign groups in Latin America’s recent development is
far less a phenomenon of financial co-operation than one of control over
productive activities by groups that have already been supplying the market
with exports. Since they controlled trademarks that had become familiar on
the local markels and could more easily mobilise technical resources'and
domestic and foreign credit, these groups accupied privileged positions on
the markets where there was a wave of import substitutions. Moreover,
foreign enterprises could nearly always count on the exceptional facilities
extended by Latin American governments.?*

For Pinto the appearance of multinational corporations means that the
relative hegemonic weight of the USA has decreased and that there hag
been a ‘diversification’ of the centres. This has, on the one hand,
increased the periphery’s room for manoeuvre but, on the other, the
centres have also become increasingly integrated, controlling and
absorbing most of the trade and investment, producing their own raw
materials and food and thus increasingly marginalizing the third world.2s
But whereas Pinto accepts that all this does not necessarily mean
stagnation and lack of growth (it only means a ‘perverse’ style of
development), Furtado and Sunkel seem more pessimistic.

Furtado underlines thatthe role of the United States is crucial for Latin
America and maintains that, under the guise of safeguarding its safety
and of keeping a strategic nuclear equilibrium, the United States has
forced Latin Americainto its ‘sphere of influence’, which is nothing else
than a way of securing its own economic domination. The North
American hegemony is, for Furtado, a serious obstacle for the development
of Latin America.?® Sunkel goes further but in a different direction. For
him transnational capitalism through the agency of transnational
corporations causes a process of cultural and national disintegration in
Latin America. At the global level, certain activities, social classes and
regions from different countries are closely integrated and constitute the
developed pole of the international system. Other sectors, groups and
regions are excluded from the developed pole and have no relations with
similar sectors in other countries. Underdeveloped countries are those in
which the latter sectors, groups and regions predominate, that is to say,
the sectors and groups which are marginalized and excluded from
modemity. And yet, this segmented social structure

derives an important part of its dynamism from the influence which the
internationalized segment of our countries receives from the central
countries . . . this influence manifests itself at the level of the production:
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structure, by the massive penetration. . . of the transnational conglomerate . . .;
at the technical level, by the large-scale introduction of capital-intensive
and labour-saving techniques; at the cultural and ideological level, by an
overwhelming and systematic publicity for the model of consumerist
civilization . . .; and at the concrete level of policies and strategies of
development, by the pressure of the national, foreign and international
interests, private and public, associated with the intemationalized segment,
in favour of policies which promote a development of this nature.?’

Although Pinto does not exclude growth and Furtado and Sunkel tend to
stress stagnation, the three of them are pessimistic about the prospects of
true development in Latin America. This does not mean that they
propose, as the first group of dependency theories did, that capitalism in
jtself has lost its dynamic qualities and necessarily underdevelops the
periphery. Sunkel in the last article quoted comes close to that conception,
but in general they all abstain from drawing such a conclusion. In this
they continue to show the caution of ECLA’s analysis which, while
criticizing the centre—periphery dichotomy, saw in capitalist
industrialization a way out. As industrialization becomes a new agency
of dependency, even that hope is dashed. So one finds in these authors an
unmitigated pessimism and, by default, a nostalgia for a ‘national’ and
‘integrating’ {as against ‘marginalizing’) kind of capitalist development
which they do not really know how to bring about.

Cardoso has pointed out that these authorsdid not take intoaccount the
cyclical nature of capitalism and confused ‘reformistideals’ with ‘specific
analysis of capitalism. The incompatibility between this latter and the
desired reforms gave rise to frustrations.’*® For my part I can add that the
humanitarian distinction between growth and development is bound to
present at least one of two main problems. Either it implicitly erects the
capitalist system in the centres as an ideal paradigm and refuses to see its
own contradictions. Or, if one were to apply the distinction in a rigorous
way (for instance using Seers’s four indicators), one could easily
conclude that no country in the world is really developed, least of all the
United States and other European countries with high unemployment
rates and important elements of racial discrimination. Hence the very
concept of development risks being dissolved in a way which does not
seem very helpful.



154 DEPENDENCY, INDUSTRIALIZATION AND DEVELOPMENT

UNBALANCED PERIPHERIES

Although the analysis developed by Hinkelammert is less well known
internationally, it certainly occupiesa special place among the dependency
theories of the second group. It is theoretically sophisticated and drawsg
part of its premises from a conception about the economic space and from
an intelligent reading of Marx. Unlike the other analyses in this group jt
does not tackle the problems of underdevelopment and dependency by
means of empirical and historical analyses of Latin America but keeps a
higher level of abstraction and refers to Latin America only as a general
background. Hinkelammert shows some sympathy for the authors of the
first group of dependency theories, particularly Frank, but struggles
against their mechanistic determinism and strongly disagrees with their
emphasis on trade and the transfer of surplus as the main mechanism of
dependency and underdevelopment. In so far as the ‘structuralists’ and
their conception of self-sustained growth are concermned, Hinkelammert
criticizes their confusion of peripheral situations with underdevelopment
and their inability to understand that there could also exist ‘reflected’ or
dependent growth.?*

Palma locates Hinkelammert among the followers of Frank,*® perhaps
because his approach has stagnationist overtones and aiso because of his
radical critique of the failure of capitalism in underdeveloped areas. Yet
I find the differences between Hinkelammert and Frank more relevant
than their similarities. It is true that Hinkelammert maintains that, in'a
situation of underdevelopinent, the capitalist system does not work in the
sense of ‘functionalizing’ society for growth. But his explanation is
different from Frank's idea that the problem is in the profit-oriented
incorporation of backward countries into the intemational market and the
subsequent loss of surplus. For Hinkelammert, capitalism ‘functionalizes’
society for growth by means of a particular class structure, not just by the
profit and market orientation. However, according to Hinkelammert the
existence of capitalist relations of production may be anecessary, but by
no means a sufficient, condition for growth. Here he introduces a series
of distinctions which take into account various categories of economic
space. :

First of all it is necessary 1o distinguish between centre and periphery
and explain why the tendency of the first industrial centre to transform
the rest of the world into periphery of its own industrialization was
successful in some cases and failed in others. Then it is necessary to
distinguish ‘balanced peripheries’ from ‘unbalanced peripheries’,
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something which is totally absent in Frank and other dependency
authors. Centraleconomies and ‘balanced peripheries’ have the conditions
to develop. So underdevelopment must not be simply identified with a
peripheral situation. It is in the ‘unbalanced peripheries’ that some
conditions for growth fail. What is interesting is that for Hinkelammert,
again unlike Frank, the condition which may falter in unbalanced
peripheries is neither external (transter of surplus) nor, initially, necessary..
At the beginning the problem is a class contingent political decision
which could be reversed, later that original class decision becomes
irreversible due to the historical emergence of a qualitative technological '
gap.

In effect, according to Hinkelammert, there was an inherent tendency
of English capitalism to transform all other countries into peripheries of
its own industrialization, that is to say, to transform them into buyers of .
manufactured products and providers of raw materials. Certain West
European countries, particularly France and Germany, resisted and
foughtagainst their transformation into periphenes mainly by introducing
protective barriers. Their own bourgeoisies, fighting against the British
ideology of free trade (hence Frederik List's campaign in Germany in
favour of protectionism), reserved the right to destroy traditional forms
of production in order to replace them with an autochthonous modemn
industry. The destructive and regenerating tasks were not left to the
competition of British goods but were assumed by national bourgeoisies.
This allowed the emergence of new industrial centres.

Other countries, on the contrary, chose not to oppose the British
penetration (or did not have a chance to oppose it as in the case of the
British colonies). These countries were transformed into peripheries and
specialized in particular productions necessary for British industry.
Notice that the constitution of a peripheral country is not the same as
colonization. For Hinkelammert aregion canbe transformed intoperiphery
by its own autochthonous ruling classes, simply by accepting free trade
and the penetration of British goods, as in the case of Latin America.
However, not all peripheries became underdeveloped. Countries like .
Australia, New Zealand, Canada, Denmark and Holland developed as
‘balanced peripheries’ inasmuch as by producing mainly raw materials
or foodstuffs they secured full employment of their labour force at a
technological level comparable with that of the centre and with a similar
level of salaries.’!

What determines an unbalanced peripheryis (a) chronic unemployment '
or underemployment of the labour force; (b) use of traditional or'
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backward technology; and (c) lack of those skills appropriate to the use
of advanced technology.>? These conditions are more likely to occur in
densely populated areas which come in contact with an industrial centre.
Yetsofaras Hinkelammert is concerned there is nothing inevitable about
this situation. During the nineteenth century it was still possible to resist
the transformation into periphery, just as Germany and Japan did. Of
course, this was not possible for a colony, but Latin American countries
had achieved independence since the beginning of the century and they
could have tried. Two conditions would have been required:
(a) protectionist barriers against British goods; and (b) a bourgeois
revolution which transformed the intemal pre-capitalist relations of
production into fully capitalist ones.

Neither of these two requisites were ultimately metby Latin American
countries basically because their traditional ruling classes imposed a
model of peripheral development which was favourable to their exporting
interests.” And yet the conditions for a bourgeois revolution had been
present in Latin America, especially in Brazil, Chile and Paraguay during
the first half of the nineteenth century. In fact these countries started their
independent life with protectionist policies which allowed a promissory
early development of their metallurgical industry. The Paraguayan
process was destroyed by a war whereas in the case of Brazil and Chile
it was the triumph of the exporting ruling classes and their free-trade
ideology during the second half of the nineteenth century which frustrated
the process. It goes without saying that the interests of these traditional
classes coincided with and were supported by the interests of the British
bourgeoisie. :

When at the beginning of the twentieth century the Latin American
export-oriented economic model entered a crisis and new ruling class
alliances tried to initiate or re-initiate a process of industrialization in
order torescue their countries from the situation of unbalanced periphery,
it was found that the conditions for the process of industrialization had
radically changed. What had been a ‘delay’ became then entrenched
underdevelopment. This was caused by ‘a true revolution in the

_technological conditions of industrialization’** which broke the close
relationship that had existed between traditional and modern means of
production. Drawing on Marx’s analysis of the different technological
basis of manufacture and modem industry,*> Hinkelammert introduces
a distinction between traditional and modern means of production.
During the nineteenth century any country with traditional technology
could initiate a process of industrialization because, with its traditional
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means of production, it could copy foreign models and produce modern
means of production. In other words, the technological gap between
modern and traditional means was not too big and could be easily
bridged. However, the continuous and accelerated progress of technology
introduced an increased distance between traditional and modem means
of production. By the end of the nineteenth century and beginning of the
twentieth century, the relationship between traditional and modern
means is finally broken:

From now on the modem means of production of new industrialization
processes cannot come from the transformation of a basic traditional
structure into a modern industrial production structure. From now on it is
no longer sufficient to have the technical knowledge and the will to produce
in order to get the production of new industrial goods. More and more the
modem means of production can be produced only by other pre-existing
modern means of production. The consequence of this process is clear:
industrialization can no longer be the result of the non-industrialized;
country’s own productive effort. It is not enough to import technical:
knowledge, but it is necessary at the same time to import the machinery to
use that technical knowledge.’

The importation of means of production, which in the past had been only
asupplement to an autonomous effort, became the only basis of possible
new industrialization processes. There is now an important limitation to’
any new industrialization: the capacity to import which is inevitably
smallerthantherequirements of the process. Japan was for Hinkelammert
the last country which could industrialize at the end of the nineteenth
century under the old conditions. Other countries which went into the
twentieth century as unbalanced peripheries had that situation made
ireversible and became underdeveloped. This is the reason why the
import-substituting industrialization attempted by many Latin American
countries could not succeed. An expanded capability to import capital
goods could not be satisfactorily achieved and this led to chronic deficits
in the balance of payments and huge indebtedness. Industry may still
grow but ‘without anexpansive effect overthe global economic system’.
The industrial sector becomes an ‘enclave’ with little impact on the
creation of more employment or on the technological progress of other
sectors. This is what Hinkelammert calls a situation of ‘dynamic
stagnation’ 3’

There are many valuable insights in Hinkelammert’s contribution. His
approach is both less mechanistic and less pessimistic than the theories
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of dependency of the first group in that it explicitly contemplatesthe case
of developed peripheries (thus avoiding the confusion of development
with industrialization)?® and gives more weight to internal processes of
class struggles even in the case of unbalanced peripheries. Hinkelammert
explicitly rejects the explanation of underdevelopment by dependénéy,
However, one may ask whether he has not really changed one sort of
determinism for another. True, not all peripheries are underdeveloped,
not all development requires industrialization and formally independent
unbalanced peripheries could have chosen to industrialize. But is it not
the case thatonce unbalanced peripheries chose to accept their peripheral
status they forfeited for ever their right to industrialize because of the
technological gap which developed in the twentieth century? Is it not the
case, then, that a class choice became irreversible by the role of
" technological factors? Are we not in the presence of another form of
‘technological determinism? This seems to be a fair assessment of the
import of Hinkelammert’s theory. And yet he explicitly rejects it:

weequallyrejecttheexplanation of underdevelopmentby facts occurred on
the technological plane. The gap between the traditional and modern means
of production by no means can be treated as the very cause of
underdevelopment. A thesis of this kind would result in a total fatalism in
relation to the problem of development: as the technological gap is not
reversible, underdevelopment itself would beirreversible. .. the importance
of the technological gap resides in another problem. It rather changes the
historical situation within which the capitalist criterion of rationality-
operates . . . This originates the problem that a theory of socialist
accumulation must resolve. Ithas todemonstratethatthereare other criteria
of rationality, capable of promoting a process of industrialization and
development of unbalanced peripheries. . .”

The paradox now becomes clear. It is not the technological gap per se
which makes underdevelopment irreversible, it is the technological gap
within the capitalist mode of production that does so. Socialism is the
only way to overcome underdevelopment. This is, of course, a point
Hinkelammert shares with Frank: in the twentieth century capitalism has
totally lost its ability to bring development to unbalanced peripheries.
But the explanation is entirely different from Frank’s: not external
dependency, not the the drain of surplus, but an internal blockage made
up of technological backwardness and the inability to import.
Hinkelammert forgets that the limited capacity to import can. be
circumvented by borrowing and the direct investment of multinational
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LATIN AMERICAN DEPENDENCY AND
HisTorRICAL MATERIALISM: A
THEORETICAL CHALLENGE

THE CRITIQUE OF DEPENDENCY THEQRY

[ have discussed a wide variety of dependency theories, shown their main
differences and separately considered their most relevant criticisms. To
a certain extent though, it has been inevitable that the mere acceptance
oruseof the concept of dependency by many authors, however differently
the term may be interpreted or defined by them, has led many critics to
treat their writings as if they were slightly different versions of a single
theory whose fundamental premises were universally shared. Thus quite
afew critics, both liberal and Marxist, speak of and criticize ‘dependency
theory’ or a certain ‘dependency approach’, in general and without
making many distinctions, sometimes even conflating the category of
dependency with the category of underdevelopment and referring to an
abstract entity called ‘Underdevelopment and dependency theory’
(UDT),' or simply ‘underdevelopment theory’.” Others consider
dependency theory as a new scientific paradigm in the Kuhnian sense.’
More often than not they take A.G. Frank to be its prototypical
representative. Because the criticisms made from this perspective are not
exactly the same as or have a similar objective to those expressed in the
case of individual theories, and, above all, because in spite of their
oversimplification of the problematic of dependency they allow a more
streamlined confrontation between basic theoretical options, they deserve
to be treated separately as a way of introducing ourselves into the major
discussion topic of this last chapter.

For convenience I shall distinguish two strands of this general kind of
critique. First there is a non-Marxist, general sort of critique which
scrutinizes dependence as a testable theory, that is to say, it wants to
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examine the logic, intemal consistency, operationalization of variables;
construction of hypotheses and quality of the empirical evidence provided
by dependency theory. Here one finds authors like O’Brien and Lall.
Second, there is a Marxist critique which in its turn can be divided into
two currents. On the one hand, there are the critics of dependency and
underdevelopment who emphasize the traditional Marxist position about
the inherent developing capabilities of capitalism. Here one finds authors
such as Warren, Leys, Bernstein, Taylor, Phillips, Mandle, Kitching and
Booth. On the other hand, there is the so-called ‘articulation of the modes
of production’ theory, developed by French anthropologists whose main
representative is Rey, which not only criticizes the idea of dependency
from atraditional Marxist standpoint but goes on to propose analternative
explanation of underdevelopment which draws on Rosa Luxemburg and
which, while safeguarding the belief in the developing qualities of
capitalism seeks to explain how capitalism, can be hindered by other
modes of production.

DEPENDENCY AS A TESTABLE THEORY

It may seem odd to include O’Brien within this strand because he starts
by defending dependency theory against the accusation of triviality and
irrelevance (derived from a ‘positivist hypothetical-deductive
methodology’) and characterizes it as an attempt to establish a new
general framework or paradigm, whose mission “is to guide and make
more coherent at an abstract level, lower level explanations.™ His first
criticism is therefore not concerned with the failure of the theory in the
face of any particular empirical test, but with its abstract and totalizing
characteristics. In the course of his analysis O’Brien drifts towards a
different kind of critique which may well derive from a positivist
methodology. But before going into that, let us see the first kind of
criticism whereby he wams that ‘in unsophisticated hands’

dependencycaneasily become a pseudo-concept whichexplains everything
in general and hence nothing in particular. In the hands of some Latin
American writers, the theory of dependency is used as a deus ex machina
explanation for everything which seems to be wrong with Latin American
society.’
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Although this criticism is appropriate when addressed to. the
Wallerstein—-Frank—Emmanuel-Amin school and very much evokes the
judgmentwhichCardosorepeatedly passes on their abstractand ahistorical
conception of dependency, O’Brien seems to believe that the problem is
the misuse of the paradigm ‘in unsophisticated hands’ rather than the
very attempt to construct one. One must conclude that in ‘sophisticated
hands’ there should be no problem with dependency theory. Yet, as
Cardoso observed, it was this very totalizing and abstract conception of
dependency, the belief in a new universal paradigm, and not its misuse,
that necessarily led to the pitfalls recognized by O’Brien.

Be this as it mayj, it seems somehow paradoxical that once O’Brien has
established dependency theory as a paradigm which must be judged in
terms of its adequacy as a framework for the articulation of certain
relationships, he should criticize it for (a) not enumerating the essential
characteristics of dependency and giving instead the following circular
argument: ‘dependent countries are those which lack the capacity for
autonomous growth and they lack this because their structures are
dependent ones;® (b) not spelling out in detail the actual mechanisms of
dependency; (c) providing ‘casual’, ‘thin’ and ‘scanty’ empirical evidence
in support of its hypotheses; and (d) leaving policy conclusions very
general and vague.” He seems suddenly to revert to the ‘positivist
hypothetical-deductive methodology’ which he had discarded at the
beginning, to cgnceive of ‘theory’ as a set of formal and testable
propositions. Thmaﬁa?TMEeory not just adequacy as
aframework for the articulation of certain relationships, but also formal
definitions of concepts and enumeration of variables, a set of hypotheses
deduced from them, substantial and conclusive empirical evidence to
prove the hypotheses and specific policy conclusions derived from it all.
Not surprisingly, the ‘theory’ of dependency, previously defined as a
totalizing paradigm. is found to falter on all these aspects.

On the same formal methodological premises, but with more concrete
evidence and detailed analysis, Lall presents a devastating critique of the
concept of dependency. Two aspects of the analysis found at the
beginning of his a@; provide a clue to his methodological stand. First,
his original idea had been ‘to produce a working definition of
“dependence”® but ended up being a critique. Just like O'Brien, Lall had
the impression that dependence was defined in a circular fashion: ‘less
developed countries . . . are poor because they are dependent, and any
characteristics that they display signify dependence.’® Consequently, he
was looking for a way, through the current literature of his time, to lay
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down ‘certain characteristics of dependent economies which are not
found in non-dependent ones’.'® He found that this could not be done to
satisfaction, and concluded that it was impossible to define the concept,
Second, he treats dependency as an attempt at a new explanation of
underdevelopment and therefore implicitly identifies the concept with
the basic premise of Frank’s school. According to this logic, dependency
‘must be shown to affect adversely the course and pattern of development
of dependent countries'.!' Again, and not surprisingly, Lall concludes
that dependence is not causally related to underdevelopment.

In order to draw these two conclusions Lall analyses both static and
dynamic characteristics of dependence given by dependency authors.
Among the former he mentions c_ull.uraL_and__@mi_C'Lpenetration,
mequalmes In income dlstubuuon unequal exchange, specialization in
primary_ producrs, use of capital-intensive té&chnologies and hcavy
penetrdtlon of foxelgn*capm"tﬁ‘ Témer he lists blocking or

dependent growlh such as inequality, squandermg of resources, lack of
technology, etc. After a brief analysis Lall shows how cultural and
political penetration occurs in the developed world as well, how all
countries, including the developed ones are increasingly dominated by
international capital, how some developed countries also depend on
foreign technology, how some undercdeveloped countries also export
industrial goods, grow, and improve the standard of living of their
poorest sectors, how there is also marginalization and inequality in non-
dependent economies and, in general, how these and other undesirable
effects ‘are features of capitalist growthin general - in certain stages and
in certain circumstances - and are not confined to the present condition
of the less developed countries’.!* In this way Lall is able 1o conclude
‘that the concept of dependence as applied to less developed countries is
impossible to define and cannot be shown to be causally related to a
“ConTiAUANceE of underdevelopment.”"?

There is little doubt that if one examines the theory ol dependency
from the point of view which O’Brien has called the ‘positivist
hypothetical-deductive methodology’, that is to say as a testable theory
with precisely defined variables and concepts whose characteristics are
exclusive and apply only to dependent countries and one requiring
measurable empirical evidence which substantiates its hypotheses, then
the theory of dependency does not seem to pass the test. Even less so
when its tenets are so closely associated with and reduced to Frank’s
position. But one wonders whether this attempt to judge the theory of
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dependence in accordance with such a formal pattern isreally worthwhile.
Such an attempt is bound to abstract from and miss what had been the
essence of the theory in its origins and in the intention of its best
representatives: the historical analysis of Latin American processes ‘as
the result of struggles between classes and groups that define their
interests and values in the process of expansion of a mode of production’
and which ‘in the struggle for control or for the reformulation of the
existing order (through parties, movements, ideologies, the state, etc.)
are making a given structure of domination historically viable or are
transforming it’.' —

‘Dependency’ for such an approach is not a formalized ‘theory’
separate from the theory of the capitalist development of certain
underdeveloped regions, it cannot be defined in terms of a number of
static and dynamic characteristics which take into account only external
relations between countries and bear norelation to internal contradictions
and class struggles. Furthermore, in this perspective dependency is
perfectly compatible with growth, with export of some industrial products
and with equal exchange, and yet there will be technological subordination
and heavy foreign control of capital investment. Lall counterargues that
other developed countries, too, suffer technological dependence and
foreign investment and that perhaps it is possible to ‘quibble’ about the
‘degree”’ or scale of dependence but not about the absolute presence or
absence of dependence.'* Fora start there seems to be little sense in trying
toascertain ‘degrees’ of dependency which could be measured by means
of quantifiable variables, because, as I have already said, that attempt
leavesout the consideration of essential class struggles and opposition of
interests through which alone dependency exists.

But even if for the sake of argument one were to accept a limited
definition of dependence in terms of measurable foreign capital penetration
and technological subordination, and cven if one were to recognize that
all countries to a certain extent inter-depend on each other for capital and
technology, it would still be true that to put Latin American countries on
the same level as the European ones and to speak of quibbles about
‘degrees’ of dependence is disingenuous. Surely Lall must have heard of
the possibility of quantitative differences becoming qualitative ones. So
one could perfectly well say that the relative scale of technological
dependency and foreign penetration of, say, Bolivia, Peru or Chile and
that of Germany, Japan or the United States differ so much as to
constitute qualitatively separate phenomena. The problem with Lall’s
conception of dependency is thathe assumes thatall forms of dependency
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have common features. He is not aware, for instance, that in Latin
America itself, the period of inward-oriented development meant a
progressive income distribution and a widening of democratic structures
and social participation whereas in the outward-oriented period and in
the last period controlled by international firms the opposite features
predominated.

On the other hand, part of Lali’s problem is that he conceives of
dependence in Frankianterms as inevitably leading to underdevelopment.
Thus by comparing the technological dependence of Canada, Belgium or
Denmark with that of Brazil, India, Taiwan or Colombia. he is not aware
that according to the best dependency authors like Cardoso, Faletto and
Hinkelammert the former countries may be as dependent as the latter
ones, even though they are fully developed as well. So one cannot say,
as Lall pretends that dependency theory does, that certain countries like
Brazil or Indonesia are more dependent than others like Canada.'® They
may be equally dependent according to formal and quantifiable criteria
(if one were to accept them for a moment) and yet these countries have
a very different and uneven pattern of development due to their internal
class dynamics and other historical peculiarities which redefine their
dependence in different directions. The very premise from which Lall
starts, namely that dependence is ‘a particular explanation of
underdevelopment''” is erroneous and misleading and can only be
predicated of the first group of dependency theories (Frank, Wallerstein,
Amin, Emmanuel) which I have identified in chapter 4.

THE ARTICULATION OF THE MODES OF PRODUCTION

AlthoughClammerhas argued that ‘there is a complementarity between
the work of Andre Gunder Frank and that of recent French economic
anthropology’'® because they both explore the relations of dependence
between centre and periphery from different angles, there is little doubt
that these approaches are radically different. The school of dependency
represented by Frank, Wallerstein, Amin and Emmanuel clearly blamed
capitalism, as a world system, for underdevelopment of third world
countries and gave pride of place to international market relations
through which the exploitation of underdeveloped countries is effected.
The French anthropologists (Rey, Dupré, Terray, Meillassoux), on the

contrary, assess the potentialities of capitalism i otally different
manner. As Rey makes absolutely clear, capitalism should not be bamn
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for underdevelopment, nor should the bourgeoisie be accused of ill will.
There is a

fundamental law of capitalism, as true today as on the day when Marx
discovered it: capitalism has as its final goal the destruction of the former

modes of production and relations of production all over the world in order
10 subemute its own _mode_ of production and production relations for
them."”

Let us cease to reproach capitalism with the one crime that it has not
committed, that it could not think of committing, constrained as it is by its
own laws always to enlarge the scale of production. Let us keep firmly in
mind that all the bourgeoisies of the world burn with desire to develop the
‘underdeveloped’ countries.?’

Onthe otherhand, the French anthropologists play down the international
market mechanisms and emphasize the notion of made of production as
the basis of analysis and explanation of underdevelopment. In this they
are influenced by the work of Althusser and Balibar, particularly their
distinction between mode of production and social formation. The mode
of_groduction is an analytical or abstract concept which has'Ho direct

particular combination of connections between three clements: the
worker, the means of production and the non-worker. The main articulated
connections are the refation of real appropriation which determines the
system of productive forces and the property relation which defines the
relations of production.?' A social formation, on the contrary, exists in
reality asa concrete and historically determined society, which comprises
acomplex articulation of modes of production, one of which is dominant.
As Rey puts 1t, “all real social formation is never the place of only one
mode of production, but the articulation of severalmodes of production.’*2
I shall concentrate on Rey’s account of articulation since it is the most
sophisticated and elaborated of the group.

The combination of the belief in the transforming dynamism of
c@t_eiis_m everywhere,on thf:_ onehand, and the presence of anarticulation
of modes of production” in concrete societies, especially the
underdeveloped ones, on the other, provides the clue for this approach.
Rosa Luxemburg is credited with being the first to put the accent on the
analysis of the capitalist penetration of new social formations where it
has to destroy old modes of production in order to survive. However, she
did not treat these old modes of production as ‘entities susceptible of
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resisting foralongtimetheirdismantling by capitalismandofarticulating
themselves with it’.2* This idea is expressed in Meillassoux’s tenet that
pre-capitalist modes of production ate ‘bothundermined and perpetuated
at the same time’.2* Rey puts it thus:

capitalism can never immediately and totally eliminate the preceding
modes of production. nor above all the relations of production which
characterize these modes of production. On the contrary, during an entire
period it must reinforce these relations of exploitation, since it is only this
development which permits its own provisioning with goods coming from
these modes of production, or with men driven from these modes of
production and therefore compelled to sell their labour power to capitalism
* in order to survive 2

In other words, despite its mission and willingness to substitute itself for
the old modes of production, cadeﬁ&h@Jﬂng
time in orde
eillassoux emphasizes, to subsidize and cheapen the reproduction of
labour in the capitalist sector. This means that for as long as this occurs
capitalism must coexist articulated with these modes of production. The
articulation between two modes must be understood not as a static or
stable situation, but as a process, thal is to say as ‘a combat between the
two modes of production, with the confrontations and alliances which
such a combat entails: confrontations and alliances essentially between
the classes which these modes define.’?¢ The case of the transition from
the feudal to the capitalist mode of production which Rey describes in
terms of three stages provides a general model. In the first stage
capitalism is still subordinated to feudalism and depends on landed
property to get both raw materials and workers. Feudal landlords are
instrumental in providing these, both because they expel peasants from
their lands and because, needing money, they sell a large proportion of
their production on the market.?” There is then a coincidence of interests
and a class alliance between the feudal landlords and the capitalists.

In the second stage capitalism becomes dominant, although it still
makes use of feudalism. Capitalism destroys all peasant handicrafts and
forms of production and provides the agricultural means of production,
but it still depends on the pre-capitalist sector for its provisioning with
food and sometimes for obtaining extra labour power.?* Most
‘underdeveloped’ countries areinthis intermediate stage where capitalist
relations of exploitation are combined with pre-capitalist forms of
exploitation. This articulation does not necessarily leave the precapitalist




DEPENDENCY AND HISTORICAL MATERIALISM 183

modes unchanged but often they are reconstituted into new ones, still
non-capitalist, but more amenable to living with capitalism. The class
alliance continues and is concretely manifested ‘by the sharing of the
surplus-value extracted from the dominated class of the dominated mode
of production between the bourgeoisie and the non-capitalist ruling
class’.?° This means that in the articulation between traditional modes of
production and capitalism the domination of the latter entails a transfer
of value from the dominated modes to capitalism. On this point there is
a certain formal similarity with Frank’s contradiction of expropriation
and appropriation of economic surplus. But, of course, this was not
conceived as a transfer between modes of production but between
regions.

Finally, in the third stage, which has been reached by very few
countries, feudalism becomesan obstacg tothe development of capitalism
and is dismantled. The pre-capitalist mode of production disappears even
inthecountrysideand agriculture becomes mechanized and fully capitalist.
The peasantry is finally destroyed and capitalist relations of production
are adopted in all economic activities. According to Rey the third stage
hasnot yetbeenreached anywhere in the third world and itis unlikely that
any underdeveloped country will ever reach it because they are likely to
experience a socialist revolution before getting to that point. Such a
revolution will mobilize the exploited masses against both the bourgeoisie
and the ruling classes of the old modes of production, because if
capitalism and traditional modes sustain each other it is impossible to
struggle for the abolition of pre-capitalist forms of oppression withoutat
the same time seeking to overthrow capitalism.

Although the articulation between the feudal and capitalist modes of
production serves as a general model for the articulation of other pre-
capitalist modes of production with capitalism, there are important
differences in the latter case. The question arises as to why there are
countries where the transition seems to progress so slowly or never gets
to the third stage. Because Rey started from the premise that capitalism
cannot be blamed for lack of dynamism or willingness to accomplish the
full transformation of social relations everywhere, the answer must
necessarily point to the peculiarities of the old modes of production
which it has had to articulate itself with. If capitalism

has not been able to proceed as rapidly as it believed (and Marx himself
expected in 1853) it is not because of lack of will on its part: it is because
the former social and economic structures, which it had to substitute itself



184 DEPENDENCY AND HISTORICAL MATERIALISM

for, have proved to be infinitely more resilient than the European pre-,
capitalist structures . . . Generally speaking, non-western countries, apart
from Japan, have shown themselves and still show themselves 10 be
wretched environments for the development of capitalist relations of
production. Capitalism only expanded rapidly in those places where it was
protected in its youth by feudalism.*

This means that in non-Western countries landed property plays a
different role which does not facilitate the emergence and consolidation
of capitalism, or, what is the same thing, the alliance between the
bourgeoisie and the pre-capitalist ruling class cannot be implemented.
According to Rey, not to have realized this essential point was an
important mistake of Rosa Luxemburg. She continued to attribute a
dominant role to landed property in processes of transition to capitalism
which did not start within a feudal mode of production.’' Although Marx
failed to realize that ground rent was not an integral part of the capitalist
mode of production but a sign of an articulation between the feudal and
capitalist mode of production,®? at least he confined his analysis of the
transition only to Westem Europe.”* Rey concludes that in social
formations without a preceding feudal mode of production, capitalism
cannot take root so naturally as it did in Western Europe. In these cases
the stability of the pre-capitalist mode of production must be destroyed
by violence. Capitalism can only emerge

thanks to the implanting of transitional modes of production, which will be
born in the womb of the colonized social formation and will dissolve
themselves when the moment comes to give way to capitalism. Of course,
the economic revolution thus provoked is more violent than that produced
by the first appearance of capitalism in the world, for the dissolution of the
ancient modes of production takes place against the will of their ruling
classes .. 3¢

So, during the first stage of the transition, while capitalism is still not
dominant, the reproduction of a social formation is dominated by the
reproduction of a mode of production which could be feudal, traditional
orcolonial. The latter is a transitional mode of production whose mission
is to break the resistance of the traditional modes ot production. After
doing that by using force. the colonial mode of production will dissolve
itself. During the second stage, which coincides with the end of the
colonial mode of production, capitalism becomes dominant. But there
are some fundamental differences between the situation of those social
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formations whose transition started from a predominant feudal mode of
production in Marx’s time and the present situation of those social
formations which Rey calls ‘neo-colonial’. In the latter the second stage
commences much later and quite often the traditional modes of production
are not thoroughly dominated by capitalism. Another crucial difference
lies in the fact that the neo-colony is dependent on foreign capital, and,
above all, in the fact that ‘the essential moment of the process of
reproduction of this capital is controlled by metropolitan financial
capital, or, increasingly, by interational finance capital.'* In this way
Rey ends up recognizing a situation which is precisely the basis of
Cardoso’s concept of dependency. But Rey does not elaborate or even
mention dependency as a distinct category, he seems to prefer the notion
of ‘neo-colonialism’.
from a variety of points of view. Bradby, for instance, has rejected the |
ideathat violence is anecessary elementin the establishment of capitalism ;
and dissolution or reconstitution of pre-capitalist modes. She does not
deny that violence has historically existed, but she denies that it has
always been necessary. There are cases, she argues, ‘where absolutelyno
extra-economic force has been used to expel the country population, but
where capital isembarrassed by an all-too-great potential labour-force.”*¢
Foster-Carter follows this point up by asking ‘if violence is not essential
to the argument, then why is the articulation of capitalism with all other
modes of production except feudalism so prolonged and problematic?”*’
My interpretation of this criticism is as follows: if violence by the
autochthonous ruling class or the colonial power is not necessary toexpel
the peasants from their land, then this means that the traditional modes
of production, instead of mounting resistance to, seem to facilitate the
introduction of capitalism. If this is so, then there is a problem in Rey’s
argument, for there would be no difference between these modes and
feudalism. The whole explanation of underdevelopment would collapse.
Rey’s idea that capitalism works always with the same methods and
in the same direction, whether it arises endogenously or is externally
imposed, is alsoquestioned by Foster-Carter in the context of Rey’s own
admission thatcapital in underdeveloped countries was not only introduced
from the outside but also has its reproduction controlled by metropolitan
or international capital. If this is so, Foster-Carter argues, then there is a
level of analysis at which the homology of goals and methods is not true.
This difference in the origin and operation of capitalism, Foster-Carter
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goeson,hasbeentheclaim of dependency theory and consists in the fact
that

capitalism comes tothe “Third World’ fromthe outside, asforeign capitalism,
indeed as colonial capitalism; and the extraversion thus created persists,
defining the character of contemporary underdevelopment, viz. as an
externally oriented, distorted and indeed disarticulated ‘part-economy’
subordinated (now, as ever) to metropolitan capital. ™

Although some of Rey’s passages seem to move in the direction of
accepting a few points emphasized by dependency theory, they are not
really well integrated with the rest of the theory and remain isolated
remarks. Rey’s analysis is really based on the idea that there are no
differences in the way in which capitalism works everywhere and that
what is different in the case of underdeveloped countries is given by the
specificity of their traditional modes of production and by the particularity:.
of their pattems of transition to capitalism. Foster-Carter thinks that Rey
is right to emphasize the specificity of traditional modes of production
but wrong not to see the dependent nature of capitalism itself. [ think it
is possible to go further in the critique, if one does not take for granted,
as Foster-Carter seems to do, that underdevelopment necessarily entails
the existence of traditional modes of production. There are some Latin
American countries (Chile, Uruguay, Argentina) where one would be
hard put to it to find traditional modes of production of any significance,
even in the countryside. And yet those countries remain underdeveloped.
Itis one thing to criticize Frank forbelieving that Latin America has been
fully capitalist since the sixteenth century, quite another is to believe that
the old modes of production still survive everywhere in Latin America
at the end of the twentieth century. To blame underdevelopment solely
on the resistance of traditional modes of production is to evade the
question about the persistence of underdevelopment in fully capitalist
countries.

In this sense it is not really surprising to find that Rey’s theory was
constructed and is best suited to understand the situation of African
countries, in particular the case of Congo-Brazzaville. There Rey finds
that a ‘lineage’ mode of production, reconstituted and reformed by the
colonial mode of production, still hinders the process of development
even after the end of colonialism.* But apart from the fact that at present
the survival of traditional modes of production can be found in Africa
more easily than in Latin America, there are even greater problems when
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one considers the Latin American old modes of production in relation to

colonial power. The contrast with Congo-Brazzaville, for instance, .
could not be sharper. Colonial rule in Congo-Brazzaville started with

conquest by a capitalist country in 1920 and lasted until 1934. The

conguest of Latin America started in the 1500s and colonial rule lasted

until 1825. Spain and Portugal in the sixteenth and seventeenth centuries

were still feudal countries.*© ‘

If anything, what the Spaniards brought with them to Latin America
were feudal institutions which were articulated with the Indian modes of
production. Even if it were right and possible to conceive of a ‘colonial
mode of production’ which was violently imposed in order to break the
resistance of the Indian modes of production, this situation cannot be
understood as a way of introducing the capitalist mode of production, for
it was a way of introducing servile institutions like the encomienda and
the /atifundia or hacienda system. If there was an articulation it was one
between the traditional Indian modes of production and feudalism. When
capitalism in Latin America began to expand, much later, and not as a
consequence of the facts of conquest and colonization, it had to contend
and articulate itself with these semi-feudal institutions. One has to
remember that even the Latin American process of independence, far
from bringing about the dissolution of the predominantly slave and
feudal modes of production, meant their strengthening.*' This poses
serious problems to Rey’s theory for as Brewer points out

IfLatin Americahasbeen feudal, we musteitherexplain underdevelopment
there by some cause other than the pre-existing mode of production, or say
that feudalism is not a favourable environment for capitalism, and that the
origins of capitalism are to be sought in the dissolution of feudalism. Either
would undermine Rey's overall account.*?

Additionally there are many problems in Rey’s concepts of ‘transitional
modes of production’ and ‘colonial modes of production’. He never
clarifies the theoretical status of a transitional mode of production nor
does he properly define a colonial mode of production. They remain
exceedingly vague and ambiguous categories which are resorted to in
order to explain a transitional period where neither capitalism nor other
modes seem to be dominant. But this may be more apparent than real, and
in any case, although there may be a real problem in the interpretation of
the transition, the solution provided by a colonial mode of production is
achieved at the cost of neglecting the very definition of mode of
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production which Rey had taken from Althusser and Balibar. I would
have thought colonialism is a category which could be best predicated of
asocial formationand has very little to do with amode of production. One
may ask, what are the specific relations of production which define a
colonial mode of production? What system of classes and what kind of
domination is determined by those relations of production? These
questions have no answers in Rey’s writings. But in addition to this I tend
to agree with Brewer that it is unnecessary to describe colonialism as a
mode of production and that it is possible to solve the problem of the
transition in other ways,*?

MARXISM VERSUS DEPENDENCY THEORY

Perhaps the strongest critique of dependency theory has been advanced
by a group of authors influenced by Marxism, in some cases of an
Althusserian persuasion. 1 refer to Warren i illips, Taylor,
Mangdle, Booth, Banaji, Kitching and Leys.** Although they differ in
many respects, they tend to share Marx’s early optimistic belief in the
inherently dynamic and developmental capabilities of capitalism and are
therefore very suspicious of the concepts of underdevelopment-and
dependency — which they sometimes put together in the same package
labetted " Utiderdevelopment and dependency theory’ (UDT) - for they
cast doubtson the progressiveness of capitalism. Given the number of
authorsinvolved and the variety of their opinions, I shall summarize their
most representative critique into the following claims:

1 Dependency theory is ‘fatally flawed on logical grounds’ and
vitiated by tautological reasoning.*® This is exemplified by Frank’s
proposition that satellites experience more development when their ties
to their metropolises are weakest. The crucial flaw is the definition of
development as self-sustained industrial growth, so that, by definition,
underdevelopment becomes the fate of satellites which lack self-sustained
industrial growth. Hence, Frank's assertion is only illustrated but not
corroborated by the historical material adduced. The attempted empirical
demonstration of the proposition is nothing but an exercise in tautology.
The conceptual couple ‘development’ and ‘underdevelopment’, where
‘development’ is a non-problematic model and ‘underdevelopment’ is
conceived as its reverse, necessarily leads to a kind of circular reasoning
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which canonly produce explanations already contained in the definitions
of the terms.*®

2 Dependency theory is conceptually loose and theoretically weak.
Not only is it not Marxist*’ but also it ‘is not rooted in any rigorous body
of deductive-type theory.’*® This is shown by its adherence to outdated
economic ideas like the consistent deterioration of the terms of trade or
the conception of development as self-sustained growth. Anotherexample
is the notion of underdevelopment proposed by Baran and Frank which,
according to Taylor, is inherently teleological: ‘the present is simply
“explained” by relating it to a different, “potential” state of utilization of
the economic surplus.’ Although it is useful to have an indication of the
type of economy that could exist without the imperialist drain of surplus,
‘teleological axioms provide us with very little basis for explaining the
existence of the present itself.’*®

3 The theory of underdevelopment is contradictory and therefore
imposstble. On the one hand development is defined as a process of
autocentric accumulation which leads to self-sustained growth, but on
the other hand this is contradicted by the proposition that the
underdevelopment ot the periphery is a condition of the development of
the centre. As Bernstein puts it,

Underdevelopment theory cannothave it both ways. If the field of analysis
is worldeconomy, if the centre needs the periphery for modes of exploitation
that off-set the tendency of the rate of profit to fall, if the circuit of capital
in general is realized on the international plane, then there is no capitalist
formation whose development can be regional autonomous, self-generating
or self-perpetuating. Development cannot be concepiualized by its self-
centred nature and lack of dependence, nor ‘underdevelopment’ by its
dependence and lack of autonomy.*

4 The theory of underdevelopment provides an ideological and
deterministic conception of underdevelopment which replicates the
errors of modernization theory. Both theories propose an ideal model of
development and assess the situation of the periphery inrelation to it. Just
as modemization theory assures the development of the periphery by a
historical repetition of the process undergone by the ‘model’ developed
countries, underdevelopmenttheory assures the impossibility of peripheral
development within the capitalist world system.*! As Leys points out, ‘it
is not really an accident that these simplistic pairings, developed/
underdeveloped, centre/periphery, dominant/dependent resemble those
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of bourgeois development theory (traditional/modemn, rich/poor,
advanced/backward, etc.); they are basically polemical inversion of
them.’s? Dependency theory may be critical of modernization theory but
it has remained within the same ‘problematic’.

5 Dependency and underdevelopment theory, especially the kind
elaborated by Baran and Amin, has been related to a form of ‘third
worldist’ ideology to the extent that ‘it has accepted that the process of
accumulation can proceed in the advanced countries in a relatively
uninterrupted manner, and that the major locus of contradiction has now
shifted to the underdeveloped countries.’”** Thus these authors have
managed out of existence all possibility of crises and class struggles in
the centre.

6 Dependency theorists do not properly theorize capitalism: ‘the
only categories made available for defining capitalism are those of
commodity production, market relations and profit, none of which are

peculiar to the capitalist mode of production and its social relations of
. 3 —————
production.’*

7 Dependency theory is static, economistic and mechanistic. Static
in the sense ‘that it takes dependency, however defined, as given, only its
form changing; it conjures away the possibility that dependency may be
adeclining phenomenon. >3 Economistic ‘in the sense that social classes,
the state, politics, ideology figure in it very noticeably as derivatives of
economic forces’; in fact ‘detailed analyses of the nature and focus of
existing class struggles are few and far between, while analyses of the
relationships between national and international capital are in abundant
supply.’S? Mechanistic ‘in the sense that processes tend to be presented
as resulting from a “logic” of mechanism, a system of vicious circles
reinforcing each other.’3® Thus underdevelopment appears inevitable.

8 Dependency theory ‘incorrectly assumes that imperialism is a
monolithic structure. Thisempirically and historically incorrect contention
enables dependency theorists, for example, to minimize the widening
range of options open to Latin American societies.’*? Furthermore, the
policies of imperialist countries have generally favoured the economic
development of underdeveloped countries and with the rise of indigenous
capitalism the ties of dependency ‘are being markedly loosened’.®®

9 Dependency theory is stagnationist and underestimates the
prospects of successful capitalistdevelopmentin the periphery. According
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to Warren, empirical evidence shows that ‘substantial advances’ have
already beenachieved inindustrialization and agrarian transformation in
the third world.5!

10 Dependency theory tries to explain the exploitation and
underdevelopment of the third world by a drain of surplus which has two
sources: an outflow of capital in terms of repatriation of profits, dividends
etc. considerably greater than the inflow of foreign capital (Frank,
Wallerstein), and unequal exchange (Emmanuel, Amin). But inorderfor
such a drain to produce underdevelopment, Warren argues, ‘it mustbe an
absolute drain, not simply an unequal “transaction” that nevertheless
leaves both sides better of f than before.’®? As foreign investment usually
creates new values, salaries and state revenues which would not have
existed otherwise and as trade is not a zero—sum game in which one side’s
gain mustbe the other’s loss, ‘it is thus highly unlikely at first glance that
either foreign investment or unequal exchange (supposing it to exist)
causes any absolute drain of surplus compared tothe situation that would
pertainin the absence of the investment or trade.’s* A related but different
criticism by Jenkins maintains that ‘critical accounts of the “drain of
surplus” are unsatisfactory in that they remain at the level of appearances,
being content to show the existence of a net outflow of capital without
providing an adequate theoretical explanation.’® Bettelheim, Castafieda
and Hett also make the point that to speak of the explmwoor
countries by rich countries is to conceal the true exploitati S
or to relegate it to a position of secondary importance.®’

11 Dependency theorists seem to believe that socialisin is desirable
because capitalism can no longer produce development. The problem
with this premise is that if it were to be shown that capitalism could
produce development, then the case for socialism would collapse. As
Phillips puts it, ‘if the necessity of socialism lies in the impossibility of
a capitalist solution to the problems of national development, any
suggestion that there may be a capitalist solution seems to be establishing
a “case for capitalism”.”® Socialism is treated as a national necessity
because it promises to produce the goods that capitalism fails to deliver,
butdependency theorydoes not discuss whether socialism is possible nor
does it ‘disclose the potential class forces on which a revolutionary
struggle can be based’.%” Thus socialism ceases to be a movement for the
liberation of the working class and becomes a movement for the
modernization of underdeveloped societies.®®
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12 Dependency theory is ‘inherently incapable of breaking loose
from the platform of national capitalism’.®® The idea of a national
development which dependency theory uncritically accepts is advanced
by bourgeois theory ‘as an apolitical concept which transcend class
interests’” and has subordinated the working-class movements in the
periphery to nationalist and populist ideologies which substitute the
struggle against alleged external enemies for internal class struggle.”!
Kitching, as we saw in chapter 4, has compared underdevelopment and
dependency theory with the position held by the Russian populists such
as Vorontsov, Danielson and Flerovsky in the nineteenth century and
concluded that they shared a pervasive nationalism coupled with
pessimism about the possibilities of indigenous capitalist development.”?
Mandle goes further and argues that ‘In the world capitalist economy, for
development to occur, a nation must be prepared to forego a considerable
amount of its sovereignty, especially as that sovereignty relates to
economic decision-making. Similarly it must be prepared to accept
relatively high levels of income inequality and unemployment.’”* While
acknowledging the negative effects of dependent development, Mandle
assimilates them to other contradictions typical of capitalism. Loss of
sovereignty, just as much as inequality, are today part of the necessary
and heavy cost of economic development.

13 Dependency theoryis vitiated either by lack of empirical evidence
or by empirical fallacy. Mandle makes the point that the expansion or
lack of expansion of productive forces, which was for Marx the central
issue of development, is empirically testable. Because dependency
theories lack conceptual precision about this central issue, they advance
‘their pessimistic hypothesis without subjecting it to an empirical test.
They construct their argument assuming that development is not occurring.
But the assumption of stagnation may be false.”’* Empirical fallacy
occurs because dependency theory fails to substantiate its hypotheses
that increased marginalization, authoritarian politics, cultural alienation,
inappropriate technology and regressive income distribution are caused
by dependency: ‘no systematic effort was made to distinguish the effects
of transnationalization per se from those of the local social and political
context, the prevailing economic policy regime and so on.’”*

14 Dependency theory performs a negative ideological role in
respect of Marxism:
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On one side there is historical materialism, on the other there is the variety
of theoretical and ideological currents in bourgeois philosophy and social
sciences. The blurring of the incompatibility and antagonism between the
two through the medium of a radical sociology ot underdevelopment, orany
other radicalization of social science, can only result in the subversion of
Marxism to the benefit of the bourgeois order.”

For Booth, on the contrary, one cannot simply oppose Marxism to
dependency theory because even within Marx’s writings themselves
dependency views can be found (for instance in his letters on Ireland).
Why then, Booth asks, have dependency perspectives, despite being
logicaﬂfgrggiri_c_ajly_anﬂjﬁee;elxcally wrong, had such an enduring
prew Marxism? Because, he says, there is a basic problem in
Marxist theory which consists in ‘its metatheoretical commitment to
demonstrafing fhar what happens in societies in the era of capitalist is
not only explicable but also in some stronger sense necessary.”’’ By
following Hindess and Hirst, Booth argues that ‘Marxist theory
systematically neglects certain kinds of issues because of a belief derived
from the methodology of Marx’s Capital that the significantcharacteristics
of national economies and social formations may be “read off” from the
characteristics, especially the “laws of motion”, of the capitalist mode of
production.’’8

1S Those dependency views which do not fall into this pitfall are,
nevertheless, caught in a different trap, and that is the functionalist and
teleological type of explanation. Marxism, according to Booth, is based
on functional explanations and therefore, together with structural
functionalism, ‘reify social institutions of a given type, placing them by
metatheoretical fiat further beyond human control than they can be
empirically shown to be.’”® This is why certain dependency approaches
are so keen to see the role of less developed countries and their
institutions in terms of their contribution to a wider system.

UNDERDEVELOPMENT AND DEPENDENCY: A CHALLENGE TO
HISTORICAL MATERIALISM

Many of the criticisms just outlined are quite compelling and adequately
fitthe first group of dependency theories represented by Frank, Wallerstein,
Emmanuel and Amin. However, given the complexity and variety of the
so-called theories of dependency, such a critique becomes grossly unfair
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when applied generally, without any distinctions. This is the main
problem of this kind of Marxist critique. With the exception of Warren,
the other critics tend to reduce the various strands of dependency analysis
to the Frankian ‘capitalist world system’ paradigm. When one introduces
the necessary distinctions then these criticisms can be seen in a different
light. Tautology and circular reasoning does occur in the analyses of
Frank, Wallerstein and Amin. One can accept that conceptual looseness
and ambiguity in the definition of concepts is even more widespread. It
is also possible that more empirical evidence and of a better kind would
be required.

But to say that dependency analysis in general is not Marxist and,
worse still, not rooted in any rigorous body of deductive theory is a wild
exaggeration. There is no point in denying the Marxist origins of most
dependency approaches. Even Booth. who maintains thatthe dependency
approach ‘is obviously at variance with the theoretical core of classical
Marxism’, acknowledges that ‘it has clearly had a certain place in
Marxist thought not just since Lenin but since Marx himself.’#® True,
Marxist theory is not always rigorously applied and sometimes —
particularly in the case of the world system strand - iseven misinterpreted.
But other authors like Cardoso are far more rigorous in their Marxism and
equally critical of catastrophistic and outdated economic ideas such as
the permanent and systematic deterioration of the term1s of trade or the
definition of development as self-sustained growth. Even Warren
recognizes ‘that Cardoso stands somewhat apart from other theorists’.®'

The contradictory affirmation of an autocentric accumulation which
necessitates third world surpluses; the replication of the errors of
modemization theories; the conception of anon-contradictory capitalism
in the centre; the lack of a proper theorization of capitalism; static,
economistic and mechanistic theorization; a monolithic conception of
imperialism and stagnationism are all certainly accurate criticisms of
Frank and company. Three qualifications are necessary though. First, to
be fair to Baran, he does not simply transfer the locus of contradictions
tounderdeveloped countries. Both Mandie and Phillips in theircriticisms
of Baran’s theory fail to mention that for him it is not just capitalism in
the poor countries that is no longer dynamic but also central capitalism.
In this Baran agrees with Lenin’s view of a decadent and stagnant
capitalism. But, of course, this in itself is also flawed. as Warren has
argued.

Second, Warren explicitly includes Cardoso in the criticism that
dependency theory is static, not in the sense that it precludes all
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possibilities of development, but in the sense that dependency appears as
given, ‘only its form changing’, not considering the possibility that it
may decline. This is basically true, but if dependency changes its form
and is compatible with certain forms of development then the label static
is a misnomer. At any rate, going to the nub of the criticism, one has to
consider the possibility that if Cardoso does not envisage the decline of
dependency it is because, contrary to Warren’s opinion, dependency in
reality has not declined, at least so far. The point is whether Cardoso’s
approach can, in principle, accommodate challenges to imperialism and
dependency. It seems to me that his approach, based on class analysis,
certainlydoes allow for this possibility. In this sense his analysisdoes not
assume that imperialism is a monolithic structure, but conceives of a
wide range of options open to Latin American countries. Warren’s
perspective, on the contrary, is far more static and deterministic because
his approach s not based on class analysis and therefore it cannot allow
the possibility of an accentuation of dependency.

Third, stagnationism and underestimation of the prospectof successful
capitalist development in the periphery are not only a feature of the
Frankian paradigm but characterize several other theories, especially
Hinkelammert’s and some structuralist approaches (Sunkel, Furtado).
Again, Cardoso and Faletto must be excluded from this criticism.
However, one cannot fail to notice that Warren’s determinism commits
the opposite error of systematically overestimating the prospect of
capitalism development everywhere in the periphery. To maintain that
imperialism is everywhere supposed to favour the industrialization and
economic development of the third world is as crass a mistake as to
maintain that imperialism necessarily leads to the general stagnation of
the underdeveloped world. Statistics show that the new ‘export-led’
industrialization processes are heavily concentrated in afew less developed
countries. Besides, one should keep a sense of proportion. The general
enthusiasm about the NICs should not make us forget that although there
have been substantial advances in the ‘export-led’ industrialization of
some less developed countries, none of them ‘loom as large in the world
system as even the smaller more developed countries. The largest
exporter of manufactured goods, Taiwan, exports under half what
Belgium does. The heart of the global manufacturing system remains
overwhelmingly concentrated in the more developed countries.’%?

As for the drain of surplus, one has to say, in the first place. that it
exists, both in terms of unequal exchange and as a net outflow of capital.
As unequal exchange the drain of surplus was already recognized by
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Marx on several occasions where he even spoke of the exploitation of
poor nations:

nations may continually exchange with one another, mayeven continually
repeat the exchange on an ever expanding scale, without for that reason
necessarily gaining in equal degrees. One of the nations may continually
appropriate for itself a part of the surplus labour of the other, giving back
nothing for it in the exchange.?

Most agricultural peoples are forced, to sell their product below its value
whereas in countries with advanced capitalist production the agricultural
product rises to its value.?

The relationship between labour days of different countries may be similar
to that existing between skilled, complex labour and unskilled, simple
labour within a country. In this case the richer country exploits the poorer
one, even where the latter gains by the exchange.®

Differences in the organic composition of capital, in the degree of
development of productive forces, and in the skills of the labour force are
bound to determine transfers of surplus from the poor nations to the rich
nations when they trade. Even the critics of Emmanuel’s version of
unequal exchange, like Bettelheim, acknowledge that. Equally, there is
recent and substantial empirical evidence which shows that the outflow
of capital from developing countries greatly exceeds the inflow of
foreign investment. Jenkins, for instance, establishes that ‘between 1960
and 1972 repatriated dividend income by US subsidiaries in Latin
America exceeded net inflows by over $9000 million, while in Westemn
Europe the inflows of US capital exceeded repatriated dividend income
by over $5000 million. 26

If one takes developing countries as a whole and foreign investment from
all developed countries, there has been a net outflow of capital from the
third world every year from 1970 to 1980 apart from 1975. In 1970 the
outflow was $3,859 million, in 1976 was $5,869.6 million, and in 1980
was $8,178.8 million.8” However, Warren’s criticism has to do with the
significance rather than with the mere existence of the drain of surplus.
Andherehe has a point because it cannot be argued that the surplus drain
explains underdevelopment, nor that it is indispensable for the
development of central countries. On the one hand, as Warren argues
(and Marx’s passage from the Grundrisse explicitly suggests) the drain
does not mean that underdeveloped countries do not benefit from trade
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or foreign investment, it only means that they gain less than the central
economies.

On the other hand, as Hinkelammert argues, the drain of surplus does
not exclusively define the situation of exploitation because even if there
was no transfer of surplus, the underdeveloped world would still be
dependent given its situation of unbalanced periphery.®® Nevertheless,
the factthatthe drain of surplusdoes not explain underdevelopment does
notmean thatin itself is desirable or has no effects on the rates of growth.
Warren’s point is entirely based on the idea that without international
trade and foreign investment the third world would be worse off. This
may be the case, butit should notmake us forget that with equal exchange
and with more foreign reinvestment of profits the third world would be
better of f. In other words, the subordinated position of the third world in
terms of trade and investment, makes things more difficult and this is still
a valid dependency point.

Jenkins makes the related point that the ‘drain of surplus’ accounts are
unsatisfactory because they remain at the level of appearances, and
critically questions whethersuch adrain s the cause of underdevelopment
or a consequence. I agree with his implicit suggestion that it is a
consequence and not a cause. But in trying to account theoretically for the
low level of reinvestment in Latin America, Jenkins proposes an
‘internationalization of capital’ approach which goes beyond a merely
market oriented explanation and according to which the problem resides
in the coexistence of pre-capitalist and capitalist modes of production,
and more specifically in the supposed fact that in Latin America wage
goods are produced under pre-capitalist production relations.?? Rather
surprisingly he is forced to recognize that the argument does not hold in
a number of Latin American countries where capitalism has penetrated
agriculture rather rapidly. Again, I agree. But then I fail to see the :
contribution of the ‘internationalization of capital’ approach which
Jenkins proposes, and I am bound to conclude that it is not an adequate '
explanation either.

The criticisms concemed with the conception of socialism and the
dangers of nationalism are also adequate when levelled against the
‘world system’ paradigm. Cardoso, once more, is to be exempted from
this indictment. However, the supposed ‘ideological’ role of the ‘radical
sociology of development’ proposed by Bemstein deserves a comment.
First, the idea that on one side there is historical materialism and on the
other there is a variety of ideological bourgeois theories, with the
connotation that the former is true and the latter are false, strikes me as
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Manichaean and unhelpful, typical of the Althusserian positivist and
arrogant conceptions about science and its self-evident truths.’® Second,
the best dependency analyses are clearly an application of historical
materialism to the reality of some underdeveloped countries. So they
cannot possibly performthe role of ‘blurring’ the incompatibility between
Marxism and bourgeois theories. Third, Bemnstein’s Althusserian
conception of ideology is clearly idealist. For him the problem seems to
be that some mistaken ideas subvert Marxism. He resembles the left
Hegelians who thought that the real problem was the existence of
mistaken religious and philosophical ideas which could be dealt with at
the level of criticism. For Marx, on the contrary, the problem is not the
existence of mistaken ideas but the real contradictions which originate
ideology and which should be dealt with in practice, not by mere
criticism.

Booth’s final and more profound criticism must also be dealt with,
Although I agree with him that one cannot so easily dissociate Marxism
from dependency views, his belief (entirely based on Mori’s discussion
of Marx’s writings on India, Poland and Ireland’') that Marx ‘adopted an
almost diametrically opposed position’ to his original enthusiastic
assessment of the British mission in Asia, and that the new position
amounts to a dependency view, must be questioned. It is true that, as we
saw in chapter 2, Marx s letters on Ireland take the opposite view to ‘“The
British rule in India’, and there is also a change of mind in respect of
Poland and other national problems. But Marx’s reasons do not amount
to a general, systematic and fully worked out intellectual shift. While he
criticized the British rule in Ireland, he had no qualms about the North .
American conquests, interventions and subversions in Latin America.
What was crucial for Marx was the advance of socialism; neither moral
considerations about the right of all peoples to self-determination nor
dependency analyses about the need for new nations to secure more
economic autonomy played any role in his thought. InMarx’s assessment, -
socialism in Europe required the liberation of Ireland as a precondition
forthe liberation of the British working class, just as much as in America
the submission of Mexico was required in order to enhance the
development of the North American proletariat.

Even if we accept that there is a residual dependentist perspective to
be found in Marx on Ireland, this is not the crude and flawed approach
Booth is interested in unmasking. There is simply no basis for putting
Marx’s analyses onthe same level as Frank’s. But Booth thinks otherwise.
For him the root of the problem, which is shared by Marxist critics of
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dependency such as Warren and Rey, is this supposed metatheoretical
and deterministic premise of all Marxisms (also shared by structural
functionalism as it turns out) which consists in trying to show that
processes within capitalist societies are not only intelligible but also
necessary, thus reifying them and placing them beyond human control.
This assessment Booth takes rather uncritically from Hindess and Hirst.
He seems to be unaware of the existence of any Marxism other than the
orthodoxy defended indifferent but convergent ways by Warren, Althusser
and Cohen. He first reduces Marxism to a deterministic economism and
then, having constructed the straw man, he proceeds to destroy it. But in
doing so Booth ultimately fails to do justice to, and worse still, does not
even consider the possibility of Marxism as a theory of practice.

This is no accident but strictly obeys the curious logic of Hindess and
Hirst procedures: first, in the name of Althusser, they dismiss all forms
of the humanist, ideological and pre-scientific Marxism which emphasizes
the determining role of class struggles in history. Then, when
Althusserianism has been erected as the scientific and rigorous
interpretation of Marxism which emphasizes the determining role of
structures in a subjectless history, it is in its tum easily destroyed as a
contradictory and crass determinism. But then there is no attempt to
return to Marx’s original theses, there is no withdrawal of the original
Althusserian critique of humanism. Marxism can only be a form of
structuralism but as such is now pronounced intrinsically flawed. It is
ironic, to say the least, that Booth should say that Marxism places social
institutions further beyond human control than they are empirically
shown to be, by basing himself on Hindess and Hirst’s Althusserian
interpretation of Marxism which precisely and explicitly started by
putting social institutions beyond human control.? This was not and has
never been a feature of Marxism conceived as a theory of practice.”

Yetif one putsaside Booth’sreduction of Marxism one can acceptthat
hiscritique appropriately fits both the Frankian paradigm and its Warrenite
opposition. What is common to Amin, Emmanuel, Frank, Wallerstein
and other dependentistas (excluding Cardoso and Faletto) is the attempt
toprovide a general abstract mechanism that explains underdevelopment
everywhere as aresult of similar exploitative marketrelations controlled
by the developed world, thus giving no important theoretical place to the
internal processes of class struggle. Warren only changes the content of
an equally deterministic structural relationship: imperialism favours
industrialization and economic development everywhere. In either case
there is no room forthe variability and uncertainty which is typical of the
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outcome of class struggles. In so far as they draw from Marxism, their
conception is most compatible with the economistic and deterministic
orthodox version of historical matenialism which I described in chapter
1. But if the dependency perspective has anything valuable to say to the
Marxist analysis of less developed nations, it has to be in connection
with, orrather from within, an alternative version of historical materialism:
a conception which underlines the increasing scope of human practice
and rejects the idea of an immanent drive which leads history towards an
inevitable end.

Mavros has made the interesting point that the attempt by the above-
mentioned Marxist authors to criticize dependency as a non-Marxist
alternative theory to Marxism is entirely misplaced because the two are
not comparable. While Marxism is a theory, that is to say, a system of
interrelated abstract concepts which supplies the conceptual tools to
analyse society, underdevelopment and dependency ‘theory’ (UD‘T’) is
not a theory but a generalization or model stemming from the concrete
analysis of cases. These are two complementary forms of discourse
which need one another:

Marxism as an abstract theoretical system is of limited use without concrete
investigations; UD‘T” on the other hand, cannot proceed without concepts.
It is therefore futile to try to impose a barrier between the two: it will not
work. The accumulated wisdom of UD*T’ cannot be so easily dismissed,
despiteitsevidentand serious shortcomings. Similarly it would be impossible
tograspthe specificity of the Third World without the help of the conceptual
armoury of Marxism.**

However, Mavros deals with UDT in general and therefore does not take
into account two things. First, it is not just the Marxist critics, but also
some dependency theorists, particularly those from the ‘capitalist world
system’ paradigm, that conceive of dependency as an explanatory theory
of underdevelopment which is separate from Marxism. This is especially
true of Frank, who explicitly states that he has never claimed to be a
Marxist. Second, although I accept that there is a sort of ‘accumulated
wisdom’ of dependency perspectives, this is quite uneven, and the
Marxist critics can argue that even if one considers dependency as a
generalization or model, the concrete analyses of cases tends to be
superficial and weak. In other words, dependency can still be found to be
deficientas analysis on its own level. In fact many of the criticisms I have
listed point in this direction. Yet, as I have repeatedly argued, one cannot
generalize and damn all dependency analyses as inadequate. By doing
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this, the Marxist critics systematically blind themselves to, and refuse

evento consider, the specificity of capitalistdevelopment in the periphery.

This is why I think Mavros’s distinction between the discursive level of

Marxism and that of dependency is still valuable and coincides with?
some of Cardoso’s intuitions, especially when he argues that

rigorously it is not possible to think of a ‘theory of dependency’. There may
be a theory of capitalism and classes, but dependency, as we characterize
it, is no more than the political expression, in the periphery, of the capitalist
mode of production when it is driven to international expansion.*

and that ‘analyses of situations of dependency imply theories and require -
the use of methodologies.’?¢

I'think that to a great extent this clarifies what the status of dependency
analyses should be in relation to Marxism. The lSE_l_lE_ of dependency
arises in the study of the development of capitalism in the periphery. It
doesnot1 replace a Marxxst analysxs of classes, relations of production and
productlve forces, it only contextualizes it. ThlS contextualization is
necessary from the moment one accepts the reality of the centre—periphery
distinction. This distinction is hinted at by Marx in all but name when he
grgues that ‘a new and international division of labour, a division suited
to the requirements of the chief centres of modern industry springs up,
and converts one part of the globe into a chiefly agricultural field of
ﬁrbduction forsupplying the other part whichremains a chiefly industrial
field.”” Dependency analysis is constructed on the centre—periphery
paradlgm that is to say, on the assumption that peripheral capitalist
economies are not only not identical to central capitalist economies, but
are in a position of subordination.
" The question arises as to what the origin is of this situation of
subordination. Foster-Carter has argued that it comes from the colonial
imposition of capitalism from outside and the persistence of the
extraversion thus created.® Marx’s passage about the international
division oflabour comes ina contextthat seems to support this perspective:
‘East India was compelled to produce cotton, wool, hemp, jute, and
indigo forGreatBritain,’ and foreign lands are said to be ‘converted into
settlements for growing the raw material of the mother country; just as
Australia, for example was converted into a colony for growing wool.”®’
However, I want to argue that it is simply wrong to generalize the claim
thatcapitalism is imposed from the outside, as colonial capitalism, onthe
whole of the third world. The colonization of Latin Americadid not mean
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the introduction of the capitalist mode of production but created semi-
feudal and slave institutions everywhere. True, these Latin American
predominantly pre-capitalistmodes of productionwere externally oriented
and extraverted by the.colonial power, but this integration into the
international market did not make them capitalist.

Capitalism began to develop in Latin America much later in the
nineteenth century, even after the process of independence. It was also
extraverted when it began to expand, not because of any colonial
imposition, but because of the legacy of the colonial exporting economy
which was well articulated with the renewed exporting interests of the
ruling classes. It was in the interest of the ruling classes which controlled
the exporting economy to open their frontiers to allow the penetration of
British and European goods whose competition destroyed handicraft
industries and hindered the emergence of an autochthonous modem
industry. So, although it is still true that ‘by ruining handicraft production
in other countries, machinery forcibly converts them into fields for the
supply of its raw material,’'® this was done not against the will of the
already independent Latin American ruling classes but with their accord,
because the consolidation of the international division of labour refetred
to by Marx worked in their own interest as exporters of raw materials.

Thus the dependent nature of Latin American capitalism cannot be
explained by its original imposition from without but must be explained
by theparticulardevelopment of its structures of class domination, which
in the nineteenth century were articulated with the interests of the
European industrial bourgeoisie. The situation of Africa, India and the
Caribbean is very different because there capitalism was directly imposed
by British colonial rule. In a more general way then one can say that the
capitalist periphery was originally formed as a result of the expansion of
European capitalism which, either through colonization processes or
through trade and international class alliances, reorganized the economic
structures of the colonized or already independent third world countries
and integrated orreintegrated them into the world market in a subordinated
position.

Warren does not deny that there are differences between centre and
periphery, but he criticizes the fact that this assumption remains
unexamined in the light of empirical evidence.'® What he wants to show
is that economic power is being effectively redistributed in favour of
peripheral economies. I believe, on the contrary, that empirical evidence
shows that economic power has largely remained under the control of
central economies. This can be clearly seen in the centre’s undisputed
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primacy and leadership in the production of capital goods and in the
technological and financial sectors which are crucial for capital
accumulation. I think very few people would deny this. However, I fully
agree with Cardoso that the acceptance of a centre—periphery paradigm
should not lead to a ‘theory of dependent capitalism’, like the one
proposed by Amin, not only because ‘it seems senseless to search for
“laws of movement” specific to situations that are dependent,’'® but
more specifically because it leads to a basically flawed distinction
between a non-contradictory and developing capitalism in the centre and
a contradictory and stagnant capitalism in the periphery.

[Istart from the premise that capitalism is inherently contradictory and
that as such it produces development both in the centre and the periphery.
"Dependency does not alter this premise. Whatdependency analysis does
is to account for the specific kind of development and the particular
“character, strength and variety of the contradictions which are found in
the periphery. But here a warning must immediately be issued: the fact
of dependency in itself does not determine a general and universal type
of development and contradictions. In this sense Hinkelammert’s
distinction between balanced and unbalanced peripheries, so long as it
“does not denote a fixed pattern of stagnation for the latter, is a useful
classification.'”® The character and specificity of the process of
development and its contradictions in the periphery is determined by the
historically specific processes of internal class struggles and by other
peculiar historical and geographical circumstances.

The subordinated position may be common to all dependent countries
butwhetheritisacceptedoractively foughtagainst,negotiated, redefined
or passively opposed, whether itallows full employment and accelerated
development or not, varies in accordance with the internal political
processes and other historical peculiarities. In order to evaluate the
contribution of dependency analyses one has to explore whether these
analyses do convincingly show, in a variety of ways which correspond
to a variety of situations of dependency, the specific character and
peculiar contradictions of the process of capitalist development in the
periphery. For instance, a differentiated analysis of various situations of
dependency in Latin America by Cardoso and Faletto has already been
presented in chapter 5. In principle a similar analysis might be done for
African and Asian countries or even for dependent developed countries.
But my concemin this book has been the Latin American case. However,
despite the variety of dependency situations in Latin America, I think it
is legitimate to ask whether dependency analyses of Latin America
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detect in a more global manner some common and recurrent features of
its capitalist development which may allow an interesting contrast with
the development of capitalism in central economies.
In trying to answer this question I must emphasize two aspects. First,
there are some common features of Latin American countries which, -
susing Evers’s words, ‘can be analysed at an “intermediate level” of the
“specific, between the general of the abstract laws of capital and the -
particular of its concrete functioning in each country.’'® Second, I
reaffirm the idea, against Amin, that there cannot exist two qualitatively
different models of capitalism which work in essentially different ways,
according to different laws, in the centre and in the periphery. But I
contend that one can find different emphases which specify the Latin
American situation and which must be theoretically accounted for by
historical materialism. The laws of capitalism may be the same, but the
historical conditions in ‘which'thiey operate are different. Marxism is right
to reject all dependency-oriented attempts to understand capitalism as a
world system which inherently excludes some areas from development
or splits the operation of capitalism into two different models, but it is
also, in its turn, rightly challenged by dependency analyses to account for
the specificity of the Latin American capitalist development. Strictly
speaking, the expressions ‘peripheral capitalism’ or ‘dependent capitalism’
are not entirely felicitous because they may induce the idea that it is not
just the historical conditions of application, but also the very laws of
movement that change. Wherever I use them I only mean capitalism in
the specific historical conditions of the periphery.'®
The first point some dependency analyses rightly make is toremind us
of the fact that capitalism emerged as the dominant mode of production
in Latin America rather late, in the last 30 or 40 years of the nineteenth
century, precisely when it was entering in its monopoly and imperialist
_phase in the industrial centres, Three aspects of this process are relevant.
‘First, the emergence of capitalism in Latin America is not unconnected:
| with the enormous expansion of the demand for raw materials, the export
“of capital and the revolution in the means of transportation which central
monopollstlc capitalism brings about. Capitalism in Latin America is
extraverted, that isto say, it is bomnotso much seeking the development
‘of the internal market, as seeking to export. Second, although capitalism
“subordinates the old modes of production, these are not immediately and
totally destroyed and carry on in a subordinated form well into the
twentieth century. Third, the exploitation and looting of foreign lands
and the enslavement of their indigenous populations, described by Marx
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as the ‘idyllic proceedings’ which constituted the ‘chief momenta’ of the
European primitive accumulation,' were not of course available to
Latin American capitalism. Primitive accumulation had to be carried out
on a purely internal basis, by the massive expropriation of church and
Indian lands, and, in certain countries like Brazil, by the freeing of the
-slaves.!?’?

The slow but consistent penetration of capitalism in the countryside
seems to have followed the ‘Junker’ pattern described by Lenin:

theold landlord economy,bound as it is by thousands of threads to serfdom,
is retained and turns slowly into purely capitalist, ‘Junker’ economy. The
basis of the final transition from labour-service to capitalism is the intemal
metamorphosis of feudalist landlord economy. The entire agrarian system
of the State becomes capitalist and for a long time retains feudalist
features.'®

In this way the Latin American hacienda survived for a long time on the
basis of the extraction of absolute surplus-value. Hence the development
of productive forces tended to be necessarily slow and, as Cueva points
out, the bourgeoisie'was born closely bound up with the landowning
aristocracy.'® So by the 1930s, Latin American capitalism was
characterized by itsextraversionandrelatively low degree of development
of economic activities catering forthe internal market and also by its very
slow penetration of the countryside, where it survived articulated with
semi-servile institutions. The so-called ‘oligarchic’ state, characterizedj;
by authoritarian features and a restricted franchise, was the political:
linchpin of capitalism’s incipient expansion. Of this situation it can be -
perfectly said, using Marx’s words, that

the bourgeoisie, at its rise, wants and uses the power of the state to
“regulate’” wages, i.e., to force them within the limits suitable for surplus-
valuemaking, tolengthenthe working-day and to keep the labourer himself
in the normal degree of dependence.''

The emergence of an industrial bourgeoisie properafter the 1930s did not
mean any significant rupture of the export-led model of accumulation.
On the contrary, the process of industrialization remained dependent on
the export of primary products and the import of machinery. One of the
most important characteristics of the Latin American capitalist
development is the non-existence or relative insufficiency of the sector
which produces capital goods. This means that the process of accumulation
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in Latin America depends on the ability to expand primary exports and
is organically linked to the production of capital goods in the industrial
centres.

It also means that both the industrial bourgeoisie and the urban
proletariat remained numerically small and both politically and°
organizationally weak. True, they participated in the struggles against
the oligarchic state, but neither of them was in a commanding position.
On the contrary, in the case of the industrial proletariat an incongruency
andtension arose between theireconomic strugglesagainstthe bourgeoisie
and their political struggles against the oligarchic system. Both the
bourgeoisie and the proletariat were at times uneasy partners in wider
populist coalitions and neither could impose its interests on the rest of
society. These populist governments dismantled the most undemocratic
features of the oligarchic political order and changed the course of
economic and social policies. They granted some organizational rights
and defensive legislation to the working class while using the state to
promote industrialization policies which favoured the industrial
bourgeoisie.

~ Two consequences ensue from this. First, the role of the state became

much more important for the formation and development of the essential
classes of the capitalist mode of production than it had ever been in
central countries. This particularly affected the development of the
working class. As Mouzelis puts it,

the state’s well entrenched incorporative tendencies and its leading role in
the industrialization process meant that it could easily undermine the
autonomy of working-class organizations and bring the growing number of
industrial workers into the post-oligarchical political arena in a vertical,
dependent manner.'"!

But this was not yet a state fully representative of bourgeois interests as
the more backward landowing interest managed to keep important
positions within it, especially by controlling parliaments and vetoing all
legislation which sought to modemize the countryside. Second, as
Mouzelis has argued, in contrast to the European pattern, Latin America
experienced popular mobilization and achieved widespread political
participation before the development of industrial capitalism: ‘thedemise
of oligarchic politics and the transition from political “clubs” to parties
occurred before these countries experienced large-scale indus-
trialization.”!"?
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Still, in the stage following the crisis of the oligarchic state, a process of
industrialization promoted and defended by the state began to take place.
However, in most Latin American countries this process acquired some
importance and became dynamic only after the second world war, when
it was helped by an improvement in the terms of trade of primary
products. Cueva quotes statistics that show that between 1945 and 1955
industrial production grew approximately 50 per cent in Argentina, 120
per cent in Uruguay, 30 per cent in Chile, 100 per cent in Mexico and 123
per cent in Brazil.''® It is in this post-war period up to 1955 that
industrialization was able to provide new sources of employment and
increases inreal wages. From then onwards the process lost its dynamism
until the late 1960s and early 1970s when, under military regimes and in
alliance with transnational corporations and foreign -capital,
industrializationrestartsitsprocess ofexpansionatleastin somecountries.
But this time it does not entail increases in salaries and a significant
expansion of employment. The new industries are capital-intensive and
the military regimes everywhere secure the dismantling of working-class
organizations and a drastic fall in the value of real wages in order to
attract foreign capital. Accumulation of capital goes on but now in a
highly exclusive manner and on the basis of reversing many of the
political and economic rights achieved by labourers since the 1930s.

" Whatis peculiartotheLatin American process of capitalist development
is not the existence of cleavages, cycles and contradictions in itself. By
definition all processes of capitalist development, in the industrial
centres as much as in the periphery, are cyclical and contradictory. What
is peculiar is the specific character and the degree of accentuation and
ac&imulation of the contradictions typical of capitalism. These specific
features are determined by the following factors which in one way or
another have been studied by dependency analyses:

‘1 The absence or insignifi of the crucially important industrial
sector which produces capital goods and machinery. Although there has
been some small relocation of capital good industries in Latin America,
particularly in so far as transport equipment is concerned, in general the
process is very limited. Industrial centres control more than 60 per cent
of world productionand more than 90 per cent of world exports.''* In any
case the capital goods industry that has been emerging is heavily
dependent technologically from the industrial centres.
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"2 The original extraversion of Latin American capitalism which up
until today has made the process of industrialization dependent on the
export of primary products and/or heavy indebtness.

P

. 3 Noteven at the peak of industrial expansion and when wages and..
employment were expanding did the process of industrialization inLatin
Americaaffect, letalone reconstruct, the whole of society. The paramount
importance of the service sectors and the relatively small or declining
size of theindustrial working class have been permanent features of Latin
American capitalism, whereas they constituted new features in central
economies where manufacturing industry had already been the most
important economic activity and the main employer and where the
working class had been the strongest class numerically. Neo-liberal
policies can dramatically accentuate this problem. A typical example is:
Chile. According to Tironi the numerical weight of the Chilean workers
is only a third of what it was at the beginning of the 1970s and between
1971 and 1984 industrial workers have been reduced by 60 per cent. This
decline in numbers is coupled with a dramatic weakening of the trade
union movement: whereas in 1973 the unemployed were a tenth of the
unionized workers,''*in 1983 there were three times as many unemployed-
as workers in trade unions.

4 The relative smallness and the political and organizational
weaknesses of both industrial bourgeoisie and industrial proletariat are
_ .
correlated with the over-development of the state, the lack of a fully
developed_and autonomous civil society and the crucial role of the

military institutions,
e

5 The fact that in Latin America popular_mobilization and the

erosion of the oligarchic state occurs before large-scale industrializatiop
reverses the situation of Western Europe, where ‘capitalist industrialization
was one of the main processes leading to the transition from a restrictive/
S ————— P o ¥ et
oligarchic system of govermnment Based on clubs of notables to one based
on broadly organized political parties.’''® The Latin American early
mobilization against the oligarchy without strong bourgeoisies an
workir?g classes anfi without a firm gcpnomic basis was a confributory
fagtor in the formation of populist political movements, and the eventual

accentuatfo economic contradictions.

6 Structural unemployment which goes beyond the cyclical
fluctuations of the labour reserve army and which permanently affects
and marginalizes a very high proportion of the active population. Twenty
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per cent is a conservative estimate for Latin America as a whole.''” This
problem is compounded in certain countries by the existence of ethnic
groups and Indian communities which are marginalized as a whole.

7 Massive foreign control of the most modern and technologically
sophisticated industry. The share of manufacturing industry controlled
by foreign firms was 44 per cent in Brazil (1977); 66 per cent in Ecuador
(1971-3); 31 per cent in Argentina (1972); 35 per cent in Mexico (1970);
36 per cent in Venezuela (1975); 43 per cent in Colombia (1974) and
40 per cent in Trinidad and Tobago (1968).''8 This creates what has been
called ‘structural heterogeneity’, that is, the concentration of technology,
finance and high salaries in the transnational capitalist sector, and the
subsistence of secondary national capitalist sectors with low technology,
little financeand very low salaries. This segments not just the bourgeoisie
but also the working class to an extent unknown in central economies.

8 Enormous inequalities in income distribution, not just in relative
terms whichare also typical of central countries, but in the absolute sense
of wide sectors having no income at all. This not only produces a the
widespread problem of destitution, poverty and starvation but in its turn
negatively affects the development of an internal market. In a report to
Lafin American governments Prebisch estimated that in Latin America

around half of the present population has an exiguous average personal
income of 120 dollars per year. And this vast social number represents
approximately only one fifth of the Latin American total personal
consumption, with the highest coefficients of undermourishment, ill clothing
and even worse housing, as much as of disease and illiteracy; and also with
the highest rates of reproduction.'"

9 Absence, recent dismantling or lack of sufficient development of
the welfare state benefits which could help alleviate the problems created
by marginality and widespread poverty.

Some of these factors not only explain the specific character and strength
of contradictions but also pose problems for the traditional Marxist
approach to the study of capitalist societies. One of them is, forinstance,
the problem of class analysis in societies where there is a perrnanent and
significant number of people without employment. Marxism usually
limits its analysis to the traditional classes and the social movements and
political parties which represent them. Questions arise about the political,
social and economic impact of marginal sectors and about the theoretical



210 DEPENDENCY AND HISTORICAL MATERIALISM

categoriesandrelations whichaccount for it. It no longer seems adequate

to deal with this problem in terms of concepts such as ‘lumpen proletariat’,

‘relative surplus population’ or ‘industrial reserve army’. There have

been a few attempts to work out a theoretical place for the concept of

marginality within Marxism.'?® The results have not always been very '
successful.'?' On the other hand, Johnson’s optimistic analysis of the

revolutionary potential of ‘marginal underclasses’ and ‘internal

colonies’'*? may have grossly overestimated the political role of these
groups. Still, all these attempts certainly draw our attention to a real and
recurrent problem of dependent capitalist development which traditional
Marxist analysis does not seem to have the theoretical instruments to deal
with,

In conclusion, the dependency approach, in so far as it constitutes the
application of historical materialism to the analysis of peripheral capitalist
countries, is not deag. It has certainly been gravely ill, especially by
virtue of the efforts of some of its practitioners to convert it into a fully
fledgedand autonomous theory which(a) conceivesofunderdevelopment
as a form of permanent stagnation, and (b) explains such m sa
necessary result of the world capitalist systeq. The reactionst such
a“conception was swift and devastating. However, the critique of
dependency went too far and threatened to throw away the baby with the

bathwater. In trying to emphasize the developing capabilities of capitalism
everywhere it tended to neglect the specificities and peculiarities of
capitalist development in t iphery. In reaffirming the contradictory
nature of capitalism in the industrial countries, it tended to overlook the
particular character, force and accumulation of contradictions in the third
world. In describing new dynamic processes of industrialization in
certain less developed countries it hastily jumped to the conclusion that

the third world was disappearing.'?* In denying that capitali have
a qualitatively different mode of operation in the centre and in the
€ of oper

periphery, it abandoned the very idea of centre and periphery.

All this is very reassuring for the conscience of developed countries
and constitutes very good news for the supporters of capitalism. But if
one were to accept the total homogeneity of the historical conditions of
capitalist development and if one were to scrap distinctions such as
centre and periphery, one would be depriving oneself of the sole basis on
which the dramatic differences in the present world system can begin to-
be understood. When Leys criticizes the ‘simplistic pairings’ developed/
underdeveloped, dominant/dependent, centre/periphery and concludes
‘that “underdevelopment” and “dependency” theory is no longer
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serviceable and must now be transcended’, '** one wonders what is to take
their place. The critics hardly ever propose an alternative and hence one
is left with the impression that either they find nothing specific in the
situation of the third world which is worth analysing or, if they find it,
they refuse to understand it for lack of an adequate conceptual apparatus.
In either case one is left with a vacuum which neo-liberal theories are

only too happy to fill.
In effect, while Marxists like Leys, Bemstein, Warren and others are
busy dismantling ‘underdevelopment and.-dependency theory’, nea-—,

liberals take advantage of their aid and sing the praises of capitalism, the
free market forces and the brilliant industrial prospects of the whole of
the third3vorld. Just as the ‘world system’ theorists made the mistake of
confusing the critique of capitalism with its non-viability in the periphery,
many of their Marxist critics make the mistake of confusing the viability
of capitalism in the periphery with its historical necessity_and_the
universal homogeneity of its conditions of application. If the former
neglected all contradictions in central economies, the latter play down
the partlcular characterand virulence of the contradictions in the periphery.
Thisis why_];Ldea of dependent capitalist development and its specificity .
must be maintained in any analysis of the third world.
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