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7.4 A Path Model of Jjohan Galtung’s Dependency Theory

The approach of this section will be the same as that of the previous
two sections. Figure 7.3 on page 186 is the operational model of
Johan Galtung’s dependency theory; this operational model is the
result of the operationalization of the theoretical model, which has
been presented in section 5.5 and figure 5.2. The model in figure 7.3
has been the basis for the ensuing path analyses, the results of
which are summarized in table 7.3.

The results of the path analyses show that the overall fit of
Johan Galtung’s model is not incomparable to that of the Frank and
Amin models. Where the 1965-1985 data are concerned, the propor-
tion of variance accounted for by the Galtung model is .56. From
this it may be concluded that this model fits the data comparatively
well; the R? of this model is somewhat higher than the R’ of the
Frank and Amin models. The results for the 1965, 1975 and 1985
estimates show a slightly different picture: the R? for the three
limited-period models is, respectively, 53, .67 and .70.

A comparison of the theoretically expected outcomes with the
path coefficients resulting from the analyses of Galtung’s depend-
ency model makes clear that some results do not correspond with
the theory. Contradictions between the theoretical expectations and
the empirical findings are to be found in the relations between,
respectively, division of labour and exploitation (relation 4 in figure
7.3), division of labour and Eigenhandel (b), exploitation and devel-
opment (¢), Eigenhandel and development {f), and dependence and
development in 1985 (g).

The analysis of the relation between the position in the world
division of labour and exploitation (relation a) leads to a mixed
result: two path coefficients are positive, and supportive of Gal-
tung’s hypothesis, while the remaining two bear a negative sign.
These results seem to indicate the existence of a time-effect: for the
entire 1965-85 period, as well as for 1965, the position in the divi-
sion of labour, operationalized by the concentration of primary
production, has a negative influence on the level of exploitation,
although the path coefficient for 1965-85 is not significant. The
analyses performed on the 1975 and 1985 data suggest a positive
influence. These results seem to indicate that the boom of the 1960s,
the crisis of the 1970s and the recession of the 1980s have all had a
different impact on the relation between division of labour and
exploitation. In periods of relative economic decline, countries
specializing in primary commeodities appear to suffer from more
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exploitation than other countries, while these countries tend to be
exploited less during economic upswings.

Johan Galtung’s hypothesis of a negative causal relation
between Third World countries’ position in the division of labour
and Eigenhandel (relation b in figure 7.3) is not supported by the
data. The path coefficients resulting from all four analyses point out
that the two variables are almost unrelated. In two cases, the path
coefficient has a positive sign, while it is negative in the remaining
two cases. All four coefficients are weak and non-significant.

The path analytical results with respect to relation e (the
influence of exploitation on development) do not correspond with
the hypothesis derived from Johan Galtung’s dependency theory.
Three out of four path coefficients indicate that the level of exploita-
tion positively influences Third World countries’ development; this
finding is in accordance with the outcome of the analyses of the
Frank and Amin models.

Galtung’s expectations concerning the relation between Eigen-
handel and development (f in figure 7.3) are not confirmed. The two
variables are almost unrelated, the path coefficients being very small
and non-significant.

The final contradiction between empirical results and theoreti-
cal predictions is to be found in the relation between dependence
and development in 1985 (g in figure 7.3). Galtung has hypothesized
a negative influence of dependence on development; this prediction
is supported by the data for 1965-85, 1965 and 1975. In the case of
the 1985 analysis, the path coefficients of relations g, and g; indicate
a positive and significant relation between trade partner and finan-
cial dependence, on the one hand, and the level of development, on
the other. The results of this analysis suggest that, on the whole,
dependence is negatively related to development. The period of the
debt crisis is an exception to the general trend: during this period,
countries that were more dependent on a small number of trade
partners and/or on foreign finance tended to be relatively more
developed than others. ’
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Figure 7.3: Operational Model of Johan Galtung's Dependency Theory Table 7.3; Path Coefficients of Galtung’s Dependency Model
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7.5 Conclusion

The focus of sections 7.2, 7.3 and 7.4 has been on the results of the
path analyses of the three dependency models formulated in chap-
ters 3, 4 and 5. Above, the main contradictions between the theor-
etical predictions, contained in the models, and the empirical find-
ings have been outlined. In this section, a general conclusion regard-
ing the empirical value of the three dependency theories will be
formulated.

The path analyses of the dependency models do not offer
conclusive results. Some elements of the models can be criticized,
while other elements are to be supported. Given the complexity of
(international) reality, this result might have been foreseen from the
start. The metatheoretical position assumed in chapter 1 requires a
discussion of the empirical anomalies alongside an indication of the
supportive elements.

Several elements belonging to the "hard core’ of dependency
theory have not been supported by the path analyses in the previ-
ous sections. Most notably, the relations between exploitation and
development, the state of the world system and internal polar-
ization, the state of the world system and economic distortions in
the periphery, and democracy and development have not found
support in the data.

Mixed results have been found for the following ‘hard core’
elements of dependency theory: the relations between primary
commodity concentration/extroversion/division of labour, on the
one hand, and exploitation and dependence, on the other; the state
of the world system and dependence; dependence and exploitation;
dependence and internal polarization; primary commodity concen-
tration and economic distortions; primary commodity concentration
and Eigenhandel; and dependence and development.

The path analyses have also resulted in support for a good
number of statements contained in dependency theory. The most
significant elements of the ‘hard core’ of dependency theory receiv-
ing support from the empirical analyses are the following (the
nature of the relation is mentioned in brackets): the relation between
state of the capitalist world system and democracy (positive);
primary commodity concentration and development (negative);
spin-offs and development (positive); situation of the world system
and primary commodity concentration (positive); internal polariz-
ation and democracy (negative); absence of economic distortions
and development (positive); trade and trade pariner dependence
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and internal polarization (positive); and lack of economic distortions
and democracy (predominantly positive).

The first conclusion that might be drawn on the basis of these
findings is that the integration of developing countries in the inter-
national trade system does not hamper, but, on the contrary, stimu-
lates their development. On the whole, dependence has a positive
influence on the level of exploitation, while exploitation positively
influences development. This result is clearly irreconcilable with
dependency theory’s thesis that dependence makes developing
countries more vulnerable to exploitation and that this situation
leads to underdevelopment.

The second conclusion can be that reliance on the production
of a small number of primary commodities is potentially harmful to
developing countries. The results of the analyses in this chapter
show that dependence enhances primary commodity concentration,
while the latter variable negatively influences the level of develop-
ment.

Additionally, the positive relation between the state of the
world system and concentration of production/extroversion sup-
ports the dependency theorists’ assertion that periods of recession
and crisis offer more opportunities for the developing countries to
loosen the ties with the centre.

The final conclusion on the basis of the empirical analyses
might be that the dependency theorists appear to be correct in
emphasizing the internal political effect of dependence. The path
analyses show that dependence enhances the internal polarization in
the countries of the periphery. The latter variable, in its turn,
appears to have a negative influence on the extent of democracy
and spin-offs and on the level of development in the developing
countries.




190 Chapter Seven

Notes

1. In order to limit the number of missing cases, a procedure of inclu-
ding cases with missing data has been applied to the path analyses.
This procedure is analogous to the one which has been applied to the
factor analyses in chapter 6: missing data have been replaced by the
mean score of variables under consideration.

Chapter Eight

Conclusions

8.1 Introduction

The result of this study of dependency theory and its claims to
scientific progress is less clear cut than aspired at the beginning. The
aspiration of achieving final answers has been nourished, in the case
of much social scientific research, by Popper’s ideal-typical image of
science as a process of ‘conjectures and refutations’. The Popperian
idea is implicit in many textbooks on social science methodology;
and with many social scientists worrying about the “falsifiability’ of
their statements, committing oneself to ’hypothesis testing’ and
frying to ’‘corroborate’ their expectations, it is not easy not to
respond favourably to this inclination.

The initial choice for a philosophy-of-science framework
different from the mainstream (quasi-) Popperian one has had
several important consequences for this study. In the first place, the
overall objective of the study has not been the ‘empirical testing’ of
dependency theory; in chapter 1, following the logic of Larry
Laudan’s methodology, it has been argued that such testing is
impossible and, even if it were not impossible, not very worthwhile.
Nor has the intention of this study been to reformulate or specify
dependency theory. The aim of the study has been to provide a
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meta-theoretical evaluation of dependency theory as one of the
approaches in the discipline of international relations.

Not all variants of dependency theory have been studied
above. Yet, the works of three important authors working in the
dependency tradition (Andre Gunder Frank, Samir Amin and Johan
Galtung) have been analysed; on the basis of these analyses, three
theoretical models have been formulated and these were used in the
subsequent empirical analysis. The empirical analysis has served to
indicate if, and to what extent, dependency theory can be con-
sidered as an ‘approximate statement of the problem’ it wants to
solve.

The results of the theoretical and empirical analyses are clear
enough to warrant several conclusions. First, some conclusions will
be formulated about the theorizing on international inequality.
Secondly, some attention will be paid to the relevance of this study
for policies trying to attack these inequalities. In this respect, only
partial answers can be expected, since the intention of the study has
not been to provide explanations of or solutions to international

inequality.

8.2 Theoretical Implications

The theoretical conclusions of this study with respect to dependency
theory are mixed. On the one hand, it has been argued, in chapter 2,
that dependency theory has solved some important problems that
were left unsolved by its main predecessors and competitors. On the
other hand, the results of chapter 7 have pointed at some short-
comings in dependency theory’s “statement of the problem’.

In section 2.7.6, the central or 'hard core’ elements of depen-
dency theory have been summarized in three points. First, the focus
of dependency theory is on the development of a capitalist world
system and a concomitant international division of labour. Secondly,
dependency theory concentrates on dependence and exploitation
and on the resulting division of the world into developed and
underdeveloped areas. Thirdly, dependency theory emphasizes the
derivative nature of political units and the pre-eminence of capital
movements across the world.

The main theoretical and empirical problems left unsolved by
the theories of chapter 2 and for which dependency theory appeared
to have offered a solution were the following. With respect to the
traditional economic and neo-Marxist theories of imperialism two
important and unsolved problems have been mentioned: the sur-
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vival of the capitalist world system in a situation of increased Third
World opposition to imperialist relations, and the lack of develop-
ment in the Third World despite the supposedly progressive nature
of capitalism. Two crucial problems that were left unsolved by the
liberal theories of international trade were: the failure of the expan-
sion of international trade to benefit the majority of Third World
countries, and the lack of development of Third World countries
with evident comparative advantages. Some serious problems left
open by the E.C.L.A. approach appeared to be: the incompatibility
of import substitution policies with the contemporary capitalist
world - economic order, and the failure of changes in the inter-
national trade structure to have a positive effect on Third World
development. Finally, two problems can be mentioned that were left
unsolved by the modernization theories: the similarity in level of
development of countries with differing internal characteristics or
policies, and the absence of association between ftraditional order
and underdevelopment, on the one hand, and modernity and
development, on the other.

All this is not to say, of course, that the dependency approach
has produced no anomalies and has left no problems unsolved. In
section 2.7.6 two serious theoretical problems have been mentioned.
First, the dependency theorists have allowed too little variation in
their explanations. The fact that the capitalist world system has an
important influence on Third World countries does not inevitably
mean that these countries will remain underdeveloped for ever.
Policies pursued by individual countries, such as the Newly In-
dustrializing Countries, can be shown to have beneficial effects in
stimulating development. The second serious problem is depend-
ency theory’s neglect of political factors. As a consequence of this
neglect, economic circumstances have been assumed to have politi-
cal effects, and political situations have been explained in
exclusively economic terms.

The path analyses of chapter 7 have offered partial support for
the dependency theories. A good number of the relations laid down
in the dependency models, which were formulated in chapters 3, 4
and 5, have been ‘confirmed’. The most obvious contradiction
between the results of the path analyses and the theoretical predic-
tions of the dependency scholars can be found in the dependence-
exploitation-development nexus. Several findings have pointed out
that there is no unequivocal relation between dependence and
exploitation, and that exploitation and development are positively
related. The analyses have also shown, however, that the depen-
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dence on a small number of primary commodities is potentially
harmful to the development of Third World countries.

The dependency theories have received support from the
analyses on internal polarization. Broadly speaking, more dependent
countries (with the possible exception of countries that are heavily
dependent on foreign finance) tend to experience a higher degree of
internal polarization; countries with a higher degree of internal
polarization tend to be less democratic, have fewer spin-offs, and
obtain a lower level of development.

The theoretical implications of the results summarized above
are not prima facie obvious. Indeed, the theoretical proliferation in
the study of international relations in general, and in the study of
the causes and consequences of international inequality in specific,
renders impossible the presentation of one clear-cut answer.

The discussion in this book has made clear that further theoriz-
ing and research is necessary in order to develop a more complete
understanding of inequality in the context of international relations.
This study has attempted to evaluate the implications of one
theoretical perspective that pretends to offer such understanding.
The study has made clear that the discipline of international
relations would benefit by taking account of, more explicitly than in
the past, the characteristics of the world system and their
implications for the (structural) relations among states. The further
development of a focus on structural power' instead of relational
power would enhance the value of international relations theory. By
focusing on structural power, scholars are likely to pay more atten-
tion to the underlying stability of international relations than to the
diplomatic intercourse among states.

Moreover, the consideration of world system characteristics
would bring ’historical awareness’ back into international relations
theory. On the one hand, scholars will be more aware of the fact
that great power status and core position are not eternal givens, but
the results of long-term developments in the world system at large.
On the other hand, students of international relations will become
more aware of the circumstance that positions in the world system
take a very long time to change, and that profound structural
changes in the society, economy, and polity of a country are neces-
sary in order to bring about changes in the international position.

For the reasons outlined above, this conclusion has to be
limited to delineating several elements that can be used in further
theorizing. Most notably, the following discussion will focus upon
seven elements: the nature and development of the (capitalist) world
system; the international division of labour, and imperialism; the
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presumed role of exploitation; the influence of the world system on
relations of dependence and concentration of production; the role of
trade in international relations; the link between the international
division of labour and internal characteristics of developing coun-
tries, especially the internal polarization and the democratic nature
of the political system; and, finally, the factors stimulating and
hampering development.

The presumed existence and influence of the capitalist world system,
which is a crucial element of the dependency approach in all its
variants, is a fiercely contested issue in the discipline of inter-
national relations. Although many scholars tend to agree about the
globalizing influence of capitalism on relations between states? a
good deal of them hold different opinions about the integration of
all states into the capitalist world system, and about the structures it
imposes upon the states in the system.

The very nature of the concept will probably keep scholars
divided about the capitalist world system: the concept is an encom-
passing one, requiring explanations at the system level rather than
at the level of the individual states. The previous chapter contains
three attempts to assess the value of a world system perspective; the
analyses there could only be indirect, since the capitalist world
systemn cannot be studied as such. The capitalist world system is a
theoretical concept pur sang. Although it is generally applied in the
clarification of empirical problems, the way in which the concept is
used is not always devoid of metaphysical connotations.

The world system concept can best be used in a historical and
structural sense. First of all, it indicates that the countries of the
world are not separate entities, taking in positions in international
political and economic relations in the way billiard balls do on a
billiard table. Countries have become linked in many ways during
the past few centuries, and these links have often been of a hierar-
chical nature. The integration of non-European countries in the
European, and later also American, based capitalist world system
has relegated these countries to a subordinate position, in the so-
called periphery. In most cases, the non-European countries were
economically, politically, militarily and culturally the weaker
partners. Occasionally, countries have succeeded in moving from a
peripheral to a core position in the world system; the most spec-
tacular examples are, no doubt, the United States of America,
Australia and Japan. In more recent times, steady risers have been
countries such as Singapore, South Korea, Hong Kong and Taiwan.
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Despite its ongoing integration, the capitalist world system is
still characterized by huge inequalities between ‘North’ and "South’.
These inequalities are fed by the structural features of the countries
of the world system, in the economic realm (production structures
and financial structures), in the social realm (class structures and
regional inequalities) and in the political realm (power structures).
These structural features are sometimes reinforced by the interac-
tions among countries from different parts of the world system. For
many countries in the periphery, it is difficult, if not impossible, to
set up new production processes (for instance, of industrial goods),
because their populations do not possess adequate purchasing
power to buy the products. On the other hand, they can only sell
small quantities of their manufactured products to the core coun-
tries, because the latter have put up barriers to foreign products,
and also because they prefer more sophisticated manufactured
goods from other core countries. Moreover, the concentration of
production in developing countries on relatively unsophisticated
industrial goods or agricultural products and raw materials is often
in the interests of the dominant classes. Frequently, these classes
have occupied the central positions in the political system and
thereby resist a possible restructuring of the national economy,
which might harm their interests. The success of their resistance
cannot be predicted from a world system perspective - and this, it
needs to be stressed, should also not be its intention - because such
a prediction requires knowledge on the specific internal power
balance among competing groups in developing countries.

Above, some things have already been written about the inter-
national division of labour and imperiglism. In a certain way, the
division of labour can be seen as the central element of the idea of
the capitalist world system. The capitalist world system, as it has
developed during the last several centuries, is characterized by a
division of labour in which some parts (the core countries) engage
in technologically sophisticated, capital-intensive and knowledge-
intensive production, requiring scientific research at the cutting
edge, while others parts (the periphery) produce relatively un-
sophisticated, labour-intensive goods. The division of labour can be
seen as given, in the sense that the division of labour and the
resulting structure of production determine the place of countries in
the capitalist world system. The fact that, during the last four or five
centuries, the centre of the world systemn has been in Europe rather
than in Asia, must be explained by reference to the features of the
European social, political and cultural order.’ The results of the

Conclusions 197

path analyses in chapter 7 indicate that the division of labour exerts
some influence on the level of dependence of the developing
countries: in general, countries specializing in the production of
primary goods tend to be more dependent than other countries.
Moreover, there appears to be a consistently negative relation
between the concentration on primary commodities and on com-
modities in general, on the one hand, and the level of development
on the other.

Some theories consider imperialism to be a direct result of
capitalism. Most notably, these are the traditional economic and
neo-Marxist theories of imperialism. To a certain extent, the depen-
dency theorists also adhere to this view. The identification of
imperialism with capitalism is not a necessary element of structural
theories of the world system, however. Many authors are led to
believe that the coincidence of the spread of capitalism and the
heyday of imperialism during the nineteenth century is not acciden-
tal, but that one factor (capitalism) caused the other (imperialism).

Many studies show that there certainly is no one-to-one
relationship between capitalism and imperialism. First, not all
capitalist states exhibit the drive to imperialism. Secondly, there are
non-capitalist states that can aptly be characterized as imperialist.
Thirdly, many actions of the imperialist nations cannot be explained
as economically inspired.*

The identification of imperialism with capitalism is not only
wrong, but also unnecessary. As Benjamin Cohen has shown, it is
possible to analyse imperialism without taking recourse to this
identification thesis. In Cohen’s view, imperialism is the expression
of unequal power relations: powerful countries tend to use their
resources vis-d-vis less powerful ones in order to have the latter
comply with their demands.’ It is therefore possible, and indeed
preferable, to interpret imperialism as a political consequence of
differences in power, rather than study the economic advantages of
imperialism, as many neo-Marxists and dependency theorists have
done, to try to ‘prove’ the economic foundation of imperialism.

One of the central elements in many works on the relationship
between developed and developing countries has been the question
of exploitation. Nourished by the traditional economic and Marxist
analyses of imperialism, many authors have focused on the
economic causes and consequences of imperialist relations and on
their presumed exploitative nature. The neo-Marxist scholar Bill
Warren has attacked the negative interpretation of imperialism and
has argued that the contact between the developed and developing
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countries would lead to an increase of the wealth of the latter
countries.® In the same vein, the Keynesian economist Joan Robin-
son has argued that "the misery of being exploited by capitalists is
nothing compared to the misery of not being exploited at all"”’

The results of the path analyses of the dependency models
have shown that the expectation of a positive relationship between
dependence and exploitation has only received partial support. The
supposition that exploitation and development are negatively
related has not been borne out by the data. The analyses show that
countries experiencing a higher degree of exploitation are more
developed than countries that are exploited less. This possibly puz-
zling outcome can be explained in a rather straightforward manner.
The starting point of the explanation has to be the realization that
exploitation is a relative concept. The operationalization of the
concept as the transfer of debits on investments and interest
payments has stayed close to the empirical interpretation of
exploitation that has been provided by the dependency theorists.
Exploitation in this meaning will be more intense if more interest
payments or investment debits are transferred from a developing
country to the developed countries. For these transfers to become
possible, first of all, investments have to be made or loans have to
be provided. These investments and loans will generally be put to
productive uses and may be expected to stimulate economic activity
and, eventually, enhance economic development. Foreign invest-
ment would not, in this interpretation, be a strictly zero-sum activity,
the only beneficiaries of which are the Western investors.® The in-
vestment of capital has effects that go beyond the direct spending of
money: investments can be shown to have both ‘multiplier and
‘accelerator’ effects. The results of the path analyses lend partial
support to this explanation: the path coefficient of the relation
between financial dependence and exploitation in the entire 1965-85
period is strongly positive and highly significant. The three
remaining analyses have not produced significant coefficients.

The historical dimension of the repatriation of investment
debits has been studied by, among others, Patrick O’Brien and Bela
Balassa. O’Brien has shown that the average historical rates of profit
earned in the periphery appear to be normal and are not likely to
have been an excessively large source of capital for European
countries.” Balassa has calculated that, for the period 1979-1984, the
profit of United States’ manufacturing firms located in the
developing countries averaged ten percent, with the profits of firms
based in Latin America - by far the most important area for US.
corporations - being a mere eight percent. By contrast, the profits

Conclusions 199

gained from domestic investments averaged thirteen percent during
the same period. About forty percent of the profits have been
reinvested in the developing countries, enhancing the spending
effects of the investments even further.'’

The influence of the world system on relations of dependence is another
important problem that has been raised in the dependency theories.
In general, the assumption has been that developing countries,
during periods of crisis, can loosen their ties with the developed
countries and attempt to diversify their economic activities. This
prediction draws heavily on the experience of some Latin American
countries during the Great Depression of the 1930s. In that period,
Latin American countries have successfully pursued import
substitution policies, resulting in the development of local in-
dustries.

The path analyses of chapter 7 have resulted in mixed support
for the predictions made by the dependency theorists in this respect.
Two of the three path coefficients of the relation between the state
of the world system and the dimensions of dependence appear to be
positive and significant. The significantly positive coefficient of the
relation between the situation of the world economy and trade
partner dependence points to the fact that the extent of dependence
on a small number of trade pariners will generally be less in periods
of crisis, and will be enhanced in times of expansion. The negative
coefficient of the relation between world system situation and trade
dependence presents a different picture: the dependence on general
trade relations will be reduced during economic upswings, and
enhanced during economic recessions. The results on general trade
relations are qualified by those on the developing countries’
primary commodity concentration; it appears that this concentration
will, on the whole, be less in periods of crisis in the world system.

The results summarized in the previous paragraphs suggest
that the dynamics of the world system might have an important
influence on developing countries. Most path coefficients of the
relation between concentration of production and development
appear to be significantly negative. Moreover, there is a moderately
negative correlation between the state of the world system and
development of -.14 (significant at the .05 level). These findings
imply that periods of crisis in the world system offer developing
countries the opportunity of reducing their trade pariner depend-
ence and their concentration of production, thereby stimulating their
own development.
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The role of trade in international relations is a hotly debated issue, not
only by the dependency theorists, but also, as chapter 2 has shown,
by many other scholars dealing with international inequality. The
position of the dependency theorists has been, in general, that the
dependence on trade would make a country vulnerable for outside
influences. In their view, the mechanisms of unequal exchange and
terms-of-trade deterioration work to the detriment of the countries
of the Third World.

The dependency position has come under heavy attack of the
proponents of so-called export-led growth. Scholars who have
advised developing countries to stimulate growth by focusing on
export have often presented the example of the South East Asian
‘four little dragons’ (Singapore, South Korea, Taiwan and Hong
Kong). These newly industrializing countries have succeeded in
their policy of export promotion and have thus been able to build a
large industrial capability."

In the path analyses of chapter 7, the effects of trade depen-
dence on exploitation and development have proven to contradict
the dependency theorists’ expectations. In general, trade dependence
can be concluded to have almost no influence on the level of
exploitation and development of Third World countries. Moreover,
the generally positive, though weak, influence of the height of the
Eigenhandelsquote on the level of development points at the possibly
positive contribution of trade for the Third World. Too much
reliance on a small number of developed trade pariners could,
however, be detrimental.

A conclusion analogous to the one about exploitation can be
formulated here. Trade is not a zero-sum activity, in which one
trading partners reaps all benefits and the other suffers all losses.
The neo-classical interpretation of comparative advantages as the
foundation of trade is heavily flawed: international "'markets’ are not
characterized by a situation of perfect competition, in which market
power does not play any role; consequently, prices are not the sole,
and sometimes not even the most important, factor in the choice of
certain products. Yet, the neo-classical insight that trade involves
transactions that are potentially beneficial to all trading pariners,
and enhance the welfare of all partners, has been discarded too
quickly by the dependency theorists. The experience of the NICs
shows that the production of high-tech products, on the basis of
very cheap labour, has stimulated the growth of the South East
Asian countries to an unprecedented extent. During the crisis of the
1970s and 1980, these countries have, by far, outrivalled the West in
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terms of economic growth, with some South East Asian countries
even achieving a double-digit percentage of growth."

Although the influence of the international division of labour on
internal characteristics of the developing countries should not be
exaggerated, this influence should nevertheless be recognized. It is
important, as Tony Smith has argued, to avoid dependency theory’s
’chief methodological error’, which is "to deprive local histories of
their integrity and specificity, thereby making local actors little more
than the pawns of outside forces."

A first link between the international division of labour and
internal characteristics of developing countries can be discerned in
the aspect of internal polarization. In the view of the dependency
theorists, the international division of labour produces specific
structures of interests. The dominant classes in the developing
countries are considered as having an interest in the maintenance of
the status quo, which offers them a good deal of advantages they
would not possess otherwise. It is assumed that this interest dictates
the exploitation, and consequent impoverishment of a large part of
the population, especially of the people living and working in the
countryside. Therefore, a sharp dichotomy between the rural and
urban areas is expected to develop.

In general, the existence of a link between the structure of the
world system and the internal polarization in the periphery has
been confirmed in the path analyses. Generally speaking, there are
positive relations, although not always as strong as expected,
between trade and trade partner dependence and concentration of
production, on the one hand, and internal polarization, on the other.
As it has been siressed above, the concentration of developing
countries’ production on relatively unsophisticated manufactured
goods -or agricultural products- is often in the interest of the
dominant classes. In most cases, developing countries lack a strong
and wealthy industrial elite. As a consequence, the social and
political system tends to be dominated by the landowning and
trading classes.

The policies favoured by these dominating classes will not
always - some might argue: almost never - be in the interest of the
poor in the developing countries. The emphasis of landowners and
traders will tend to be on the ‘competitiveness’ of their countries’
produce; this is often felt to be incompatible with increasing the
income of the poorer groups. Phenomena such as the massive
migration to the urban areas, the resulting growth of shantytowns
around the cities, and the explosive growth of the informal sector
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might partly be interpreted as means to overcome the urban-rural
disparity that is growing in many developing countries.

This general explanation of polarization does not apply equally
to all developing countries. In many African countries, polarization
appears to have other roots. As Goran Hyden has indicated, African
societies are dominated by the ‘economy of affection’, that is, by
networks of support, communication and interaction among people
linked by family, community, religious or other ties."* These coun-
tries are characterized by "the existence of a state with no structural
roots in society which, as a balloon suspended in mid-air, is being
punctured by excessive demands and unable to function without an
indiscriminate and wasteful consumption of scarce societal
resources.””® As a result, ‘clan politics’ permeates society and
causes the politicization of the public service: people controlling the
public service (politicians and civil servants, usually sharing a
common background) can use social and economic resources for
their own benefit at the expense of the general public, while those
lacking access to the centre of power tend to be neglected and lack
the economic and social means needed to improve their situation.'

The polarization in the developing countries seems to have not
only social, but also political consequences. The connection between
the internal polarization and the level of democracy of the political
system in the developing countries has appeared to be weakly
negative. This means that the degree of polarization will have a
somewhat detrimental influence on the democratic rights of the
citizens.

The ultimate dependent variable of all three dependency models has
been the level of development of Third World countries. Above, some
things have already been said about the factors causing develop-
ment. First of all, primary commodity concentration appears to have
a negative influence on development, as does trade partner depend-
ence and financial dependence. Dependence on a small number of
Western trading partners or on a small number of goods can be
seen to reduce the development potential of developing countries.

The effect of exploitation has, almost counterintuitively,
manifested itself as a variable contributing to development. Above it
has been argued that this result, strange as it seems, is explainable if
the investment debits transferred to other countries are interpreted
as the payment for past investments or loans which, in the mean-
time, have had their effects on the economy.

The contribution of spin-offs of economic activity to develop-
ment is rather obvious. As economic activity increases, and the spin-
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offs of this activity are considerable, it will become easier to
transport goods and communicate. This will by itself have a positive
influence on economic activity, thereby creating more spin-offs, and
o on.

About the same holds for economic distortions. When the econ-
omic distortions, such as a deficit on the current account balance or
a shortage of savings, become worse, a negative effect on the overall
level of development will probably be the result. A reduction of the
economic distortions would result in a higher level of development.

The polarization of society, especially the rural-urban disparity,
exerts a negative influence on development, both directly and by
affecting the democratic nature of the political system. It can be
argued that a polarized society will allow less benefits, such as
income, education, and health care, to “trickle down’ to the poor. As
these are considered essential elements of development, countries
restricting them to the better-off parts of society will be ranked less
on development.

The effect of democracy on development can best be under-
stood when democracy is seen as the ‘bridge” between polarization
and development. A higher level of democracy is, then, the expres-
sion of a less repressive, more open society, in which the disad-
vantaged, often rural groups are given the same rights to represen-
tation as other social groups.

8.3 Policy Implications

The link between dependency theory and certain policy preferences
has been quite direct. It has been emphasized in chapters 3, 4 and 5
that Andre Gunder Frank, Samir Amin and Johan Galtung have
seen their respective pleas for delinking as the logical consequence
of their theories about the development and nature of the capitalist
world system. To an important extent, dependency theory has been
the main inspirator of Third World nationalism or Third Worldism,
which stresses the need for new, less inequality-prone, international
economic structures.

The present study has produced several results that might have
some policy relevance. The objective of this section is to deal with
two aspects of policy: first, the policy of the Western countries
towards the Third World will be focused upon, and secondly, the
development policies of the developing countries themselves will be
discussed.
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Several authors have argued that dependency theories have
encouraged the idea of rectification as the normative basis of Third
World dlaims to wealth transfers from the Western countries.” The
present unequal distribution of wealth across the countries of the
world is often perceived as a direct consequence of colonialism and
imperialism. Therefore, arguments based on or related to dependen-
cy theories have often been used as scientific support for claims to
rectification. Claims to rectification do not, however, provide ade-
quate guiding principles for Western policies vis-d-vis the
developing countries.'® There are at least two reasons why they are
not good guides.

First, the concept of rectification is based on empirical
judgments that are fundamentally flawed. It is assumed that all
contacts between developed and developing countries have been
and still are of an exploitative nature. Trade, foreign investment, aid
and lending have all been considered as mechanisms of exploitation.
Many studies, including the present one, have presented results that
cast heavy doubt upon the general validity of this proposition.
Although it is undeniable that some relations have harmed and still
harm the Third World, it is equally unquestionable that many
groups have benefited from their relations with the presently
developed countries.

Secondly, the argumentation supporting the claims to rec-
tification is based upon a counterfactual assumption. It is assumed
that Third World countries would be much more developed if they
had not been exploited by the West. Although a counterfactual
judgment can never be proven, at least some indications of its
explanatory power are required. The present assumption is
extremely implausible, however, since some countries (for instance,
Thailand, Ethiopia, Afghanistan and Iran) which, during the history
of the modern capitalist world system, have never had close ties
with the countries of the core have not become noticeably more
developed than countries having such ties. At the same time, there
are some important examples of countries (such as Australia and
New Zealand) that have been fully integrated into the capitalist
world system as producers of primary products, and nevertheless
have attained a high level of development.

A related problem connected with the claims to rectification is
the difficulty of linking compensations to historical wrongs. Fol-
lowing George Sher’s approach, one might suppose that in the actual
world, W,, a country X has been exploited and, as a consequence,
does not have the potential nor the incentive to be economically
active. In the actual world such a country might end up being
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underdeveloped. In a rectified world, W,, where the exploitation of
W, would not have occurred, country X would possess both the
potential and the incentive to be economically active. In this rec-
tified world, X might attain a higher level of development and a
higher average income. If W, and W, are separated by several
centuries it is not at all clear that X, after such a long time, is
entitled to all that it would have achieved in W, since there can be,
and probably are, more circumstances responsible for its lack of
development. As Sher has formulated it

Where the initial wrong was done many hundreds of years ago, almost
all of the difference between the victim’s entitlements in the actual world
and his entitlements in a rectified world can be expressed to stem from
the actions of various intervening agents in the two alternative worlds.
Little or none of it will be the automatic effect of the initial wrong itself.
Since compensation is warranted only for disparities in entitlements
which are the automatic effect of the initial wrong act, this means that
there will be little or nothing left to compensate for.

For the reasons mentioned above, arguments of rectification do
not provide an adequate normative foundation for policies of the
presently developed countries towards the Third World. Instead,
concepts of distributive justice should be applied to international
inequality. Charles Beitz has argued that the state is not a significant
moral actor in international relations? State borders should not,
therefore, be the borders of distributive justice. As in the case of
national welfare states, a redistribution of wealth and development
should take place on a world scale, so as to counter the most
extreme inequalities. Following the logic of Rawls’ theory of justice,
Beitz has argued that inequalities should only be allowed if their
reduczgion would harm those who are living in the poorest condi-
tions.

In this context, the situation of the poorest groups in the Third
World is most alarming. They are the ones who suffer most from
the extreme inequalities still existing in the world at large and in the
developing countries in particular. The ideas about what should be
done to further the situation of the poorest differ, however. Accord-
ing to Gary S. Fields, research on income distribution and economic
growth has produced the insight that rapid economic growth is a
good means to reduce absolute poverty.” In the World Development
Report 1990, the World Bank has emphasized that the critical trade-
off in developing countries is not between growth and poverty
reduction: "[slwitching to an efficient, labor-intensive pattern of
development and investing more in the human capital of the poor
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are not only consistent with faster long-term growth; they contribute
to it"*? According to the World Bank, the principal trade-off
involved in the reduction of poverty is between the interests of the
poor and those of the 'nonpoor’. The acceptability of this trade-off
depends, to a large extent, on the political situation in developing
countries; countries where the poor have a say in decision-making
are more likely to adopt policies combating poverty than countries
where the poor have no influence.*

The present state of the debate on development assistance
makes clear that aid as it has been provided over the last three
decades is not the solution to the distress of the poorest groups in
the developing countries. Many writers have indicated that foreign
policy aims other than the redistribution of wealth have entered into
the policy making processes of the Western countries. Even if
development assistance is provided with the best intentions, most
aid is given to governments, not directly to the poorest groups.
Moreover, the experience of development projects indicates that
many of the projects fail to reach the objectives that were formu-
lated at the outset.”

Structural measures appear to be much more important in
furthering developing countries’ wealth and development. The
destruction of barriers to trade might be more helpful to developing
countries than all kinds of aid. The World Bank has reported that
the cost of protection (in 1990 dollars) to developing countries in
terms of forgone exports was $ 55 billion in 1980, an amount almost
equal to that year's total official development assistance?® The
results of the analyses in chapter 7 seem to support this contention.
By means of the Lomé Treaties, the member states of the European
Community have subscribed to the need for structural reforms in
the relations between developed and developing countries. Yet,
instead of reducing all barriers to imports from developing coun-
tries, large economic entities such as the European Community have
tried, in cases such as the Multi-Fibre Agreement, to set limits to
these imports.” Hine has described the trade policy of the Euro-
pean Community as a "hierarchy of trade preferences’ or a "pyramid
of privilege’, thereby indicating that the granting of trade privileges
to developing countries depends on economic and foreign policy
considerations, and certainly does not occur automatically.®

The asymmetric relations of dependence between the
developed and developing countries impede the latter from bar-
gaining on matters of trade preferences.” Most developing
countries have simply nothing to offer in return. An indication of
this can be found in the negotiations on the so-called Uruguay
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Round of the G.AT.T. (the General Agreement on Tariffs and
Trade). These negotiations have resulted in a deadlock because of
the inability of the United States and the European Community to
reach agreement about the subsidization of agriculture. The position
of the developing countries has barely been discussed in the
Uruguay Round, and the demands of these countries regarding the
liberalization of trade in services have hardly been heard.

The conclusion that is to be derived from the remarks above,
indicates that the developing countries would be ill-advised to wait
for structural changes in the international system. On the other
hand, the development strategy proposed by the dependency
theorists, which would lead them to delink or dissociate from the
capitalist world system, does not offer a solution either. Many
studies, including this one, suggest that withdrawal from the world
system is not a viable development strategy, but that, instead,
integration into the world system by pursuing a policy of export-led
growth might prove more effective. These findings appear to be
supported by the experiences of at least some Third World
countries®® In a recent article, Robert Wade has indicated,
however, that the chances for developing countries to successfully
follow the example of Newly Industrializing Countries such as
Korea and Taiwan are a good deal slimmer than many scholars
have argued. Wade points at inhibiting factors such as the present
lack of expansion in the world economy at large, and the absence in
many countries of the political conditions required to establish and
sustain "the key policy combination of competition, dirigisme, and
education”.”!

The need to further trade has been supported by several
scholars sympathetic to the dependency approach.® In this context,
it has been emphasized that developing countries should, at the
same time, aim for a more differentiated, industrial production
structure. The extreme reliance of these countries on primary
products, and thus on heavily fluctuating prices on the world
market, has proven to be detrimental to their development. The
aiming at the production of certain labour-intensive industrial
commodities, for which the developing countries possess undeniable
‘comparative advantages’, might turn out to be beneficial to these
countries. The policy of governments in the developing countries
could be focused at (partly) taking over the production of the goods
that, in the West, are in the later phases of the ‘product-life cycle’,
such as certain parts of microelectronics and automobiles, and that
offer them significant value-added and positive external effects.®
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A problem facing this policy is the lack of capital in many
developing countries. The developing countries could follow one of
several policies in order to obtain more capital. In the first place,
they could invite foreign capital-owners to invest in their country.®
As has been suggested above, the positive external effects of in-
vestments (on the quality of labour, know-how and technological
innovation) might outweigh the negative consequences, such as the
outflow of debits. The experiences of the NICs also seem to support
this policy option.

A more hazardous way to obtaining capital is by borrowing on
the international capital market. The debt crisis of the 1980s has
made clear that the accumulation of too much foreign debt might
have disastrous consequences since countries can become vulnerable
to previously unforeseen exogenous developments. The sudden rise
of interest at the beginning of the 1980s caused many developing
countries to default. The necessity of adjustment, which often has
been imposed by creditors as the LM.F. and the World Bank or by
groups of creditors as the Paris and London Clubs, caused many
developing countries to change their policy priorities away from
development.®

Although the policy options outlined in this section are widely
supported by many scholars working on problems of international
inequality and development, this does not mean that they offer the
solution for all problems facing the developing countries. In the
foreseeable future, many of the problems that have been discussed
in this book will remain. The solving of these problems requires a
change in structures as well as in policies. As history teaches us, it
requires much time for structures to be changed.
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Units of Analysis

Afghanistan (1965, 1975, 1985)

Algeria (1965, 1975, 1985)

Angola (1965, 1975)

Argentina (1965, 1975, 1985)
Bangladesh (1975, 1985)
Benin/Dahomey (1965, 1975, 1985)
Bolivia (1965, 1975, 1985)

Brazil (1965, 1975, 1985)

Burkina Faso/Upper Volta (1965, 1975, 1985)
Burma (1965, 1975, 1985)

Burundi (1965, 1975, 1985)

Cambodia (1965)

Cameroon (1965, 1975, 1985)

Central African Republic (1965, 1975, 1985)
Chad (1965, 1975, 1985)

Chile (1965, 1975, 1985)

Colombia (1965, 1975, 1985)

Costa Rica (1965, 1975, 1985)

Cuba (1975, 1985)

Dominican Republic (1965, 1975, 1985)
Ecuador (1965, 1975, 1985)

Egypt (1965, 1975, 1985)
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El Salvador (1965, 1975, 1985)
Ethiopia (1965, 1975, 1985)
Ghana (1965, 1975, 1985)
Guatemala (1965, 1975, 1985)
Haiti (1965, 1975, 1985)
Honduras (1965, 1975, 1985)
Hong Kong (1965, 1975, 1985)
India (1965, 1975, 1985)
Indonesia (1965, 1975, 1985)
Iran (1965, 1975, 1985)

Iraq (1965, 1975, 1985)

Ivory Coast (1965, 1975, 1985)
Jamaica (1965, 1975, 1985)
Jordan (1965, 1975, 1985)
Kenya (1965, 1975, 1985)
Korea, Republic of (South) (1965, 1975, 1985)
Laos (1985)

Lebanon (1965, 1975)

Liberia (1965, 1975, 1985)
Libya (1965, 1975, 1985)
Madagascar (1965, 1975, 1985)
Malawi (1965, 1975, 1985)
Malaysia (1965, 1975, 1985)
Mali (1965, 1975, 1985)
Mauritania (1965, 1975, 1985)
Mexico (1965, 1975, 1985)
Morocco (1965, 1975, 1985)
Mozambique (1965, 1975, 1985)
Nepal (1965, 1975, 1985)
Nicaragua (1965, 1975, 1985)
Niger (1965, 1975, 1985)
Nigeria (1965, 1975, 1985)
Pakistan (1965, 1975, 1985)
Panama (1965, 1975, 1985)
Papua New Guinea (1965, 1975, 1985)
Paraguay (1965, 1975, 1985)
Peru (1965, 1975, 1985)
Philippines (1965, 1975, 1985)
Rwanda (1965, 1975, 1985)
Senegal (1965, 1975, 1985)
Sierra Leone (1965, 1975, 1985)
Singapore (1965, 1975, 1985)
Somalia (1965, 1975, 1985)
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Sri Lanka (1965, 1975, 1985)

Sudan (1965, 1975, 1985)

Syria (1965, 1975, 1985)

Tanzania (1965, 1975, 1985)
Thailand (1965, 1975, 1985}

Togo (1965, 1975, 1985)

Trinidad and Tobago (1965, 1975, 1985)
Tunisia (1965, 1975, 1985)

Turkey (1965, 1975, 1985)

Uganda (1965, 1975, 1985)
Uruguay (1965, 1975, 1985)
Venezuela (1965, 1975, 1985)
Vietnam, Republic of (South) (1965)

Yemen, Democratic Republic of (South) (1965, 1975, 1985)

Yemen, Republic of (North) (1965, 1975, 1985)
Yugoslavia (1965, 1975, 1985)

Zaire (1965, 1975, 1985)

Zambia (1965, 1975, 1985)
Zimbabwe/Rhodesia (1965, 1975, 1985)
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Data, Definitions and Sources

I. Dependence

a. Relative Dependence on Exports
Exports of goods and nonfactor services as a percentage of gross
domestic product, at current market prices, in domestic currency.
Source 1965: Volker Bornschier and Peter Heintz (ed.), Com-
pendium of data for world-system analysis: A sourcebook of data based on
the study of MNCs, economic policy and national development, Special
issue of the Bulletin of the Sociological Institute of the University of
Ziirich, Reworked and enlarged by Thanh-Huyen Ballmer-Cao and
Jiirg Scheidegger (Ziirich: University of Ziirich, 1979).
Source 1975 and 1985: World Bank, World Tables 1988-89
{Baltimore: Johns Hopkins University Press, 1989).

b. Relative Dependence on Imports
Imports of goods and nonfactor services as a percentage of gross
domestic product, at current market prices, in domestic currency.
Source 1965: Bornschier and Heintz, Compendium of data for
world-system analysis.
Source 1975 and 1985: World Bank, World Tables 1988-89.




218 Appendix B

¢. Export Partner Concentration

Exports to the largest export partner as a percentage of total exports.
Source 1965, 1975 and 1985: United Nations, International

Trade Statistics Yearbook (New York: United Nations, yearly), issues

1969, 1976, 1980, 1987, 1988.

d. Import Partner Concentration
Imports from the largest import partner as a percentage of total
imports.

Source 1965, 1975 and 1985: United Nations, International
Trade Statistics Yearbook, issues 1969, 1976, 1980, 1987, 1988.

e. Government External Debt
Public and publicly guaranteed long-term debt outstanding and dis-
bursed, as a percentage of gross national product.

Source 1967: Bornschier and Heintz, Compendium of data for
world-system analysis (debt data); World Bank, World Tables 1988-89
(GNP data).

Source 1975 and 1985: World Bank, World Debt Tables: Exter-
nal Debt of Developing Countries (Washington, D.C.: World Bank,
yearly), issue 1988-89; UNCTAD, Handbook of International Trade and
Development Statistics, Supplement 1985 (New York: United Nations,
1985).

f. Foreign Direct Investment
Direct investment, in millions of US dollars.
Source 1965: IMF, Balance of Payments Yearbook (Washington,
D.C.: IMF, yearly), vols. 20 (1968), 21 (1970) and 22 (1971).
Source 1975: IMF, Balance of Payments Yearbook, vol. 31 (1980).
Source 1985: IMF, Balance of Payments Statistics, Yearbook,
Part 1, vols. 40 (1989) and 41 (1990).

g. Dependence on Development Assistance
Net receipts of official development aid (ODA) as a percentage of
the receiving country’s GNP.

Source 1967-69: OECD, Development Assistance: Efforts and
Policies of the Members of the Development Assistance Committee, 1970
Review (Paris: OECD, 1970).

Source 1975: OECD, Development Co-operation: Efforts and
Policies of the Members of the Development Assistance Committee, 1977
Review (Paris: OECD, 1977).

Source 1985: World Bank, World Development Report 1987
(New York: Oxford University Press, 1987).
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2, Development

a. Gross National Income per Capita

The sum of gross national income estimates at market prices, in

1980 US dollars, and the terms of trade adjustments, per capita.
Source 1967, 1975 and 1985: World Bank, World Tables 1988-

89.

b. Gross Domestic Investment per Capita
The sum of gross domestic fixed investment and the change in
stocks.

Source 1967, 1975 and 1980: World Bank, World Tables 1988-
89.

¢. Contribution of Industry to Gross Domestic Product
The contribution of value added in the manufacturing sector as a
percentage of the total gross domestic product.

Source 1965: World Bank, World Tables 1976 (Baltimore: Johns
Hopkins University Press, 1976).

Source 1975 and 1985: World Bank, World Tables 1986-89.

d. Rate of infant Mortality
The number of infants per thousand live births, in a given year,
who die before reaching the age of one.

Source 1966: World Bank, World Tables 1987, Fourth edition
(Washington, D.C.: World Bank, 1988).

Source 1975 and 1985: World Bank, World Tables 1988-89.

e. Life Expectancy at Birth
The number of years a newborn infant would live if prevailing
patterns of mortality for all people at the time of his or her birth
were to stay the same throughout his or her life.

Source 1965: World Bank, World Tables, Third edition, Vol. 2:
Social data (Baltimore: Johns Hopkins University Press, 1982).

Source 1975 and 1985: World Bank, World Tables 1988-89.

f. Level of Educational Enrclment, Secondary Level

Gross enrolment of all ages at the secondary level (including

students in vocational, or teacher-training secondary schools) as a

percentage of children in the country’s secondary school-age group.
Source 1965: World Bank, World Tables, Third edition, Vol. 2.
Source 1975 and 1985: World Bank, World Tables 1988-89.
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g Energy Consumption per Capita
Consumption of commercial energy per capita, in kilogrammes of
coal equivalent.

Source 1965: United Nations, World Energy Supplies 1950-
1974, Statistical Papers, Series J, No. 19 (United Nations: New York,
1976).

Source 1975 and 1985: United Nations, Energy Statistics
Yearbook (New York: United Nations, yearly), issues 1982 and 1988.

3. Exploitation

Debits on investment
The debits on investment by foreign companies and interest
payments on official loans, as a percentage of merchandise export
income, in current prices.

Source 1965 and 1975: IMF, Balance of Payments Yearbook, vols.
21 (1970) and 29 (1978).

Source 1985: IMF, Balance of Payments Statistics, Yearbook,
Part 1, vol. 41 (1990).

4. Inequality and Internal Polarization

Ruralurban disparity ratio

The inequality ratio of production per sector relative to the part of
the total labour force working in that sector: the ratio of the gross
domestic product of the non-agricultural sectors (as a percentage of
total gross domestic product) and the percentage of the total labour
force working in these sectors is divided by the ratio of the gross
domestic product of the agricultural sector and the percentage of the
labour force working in agriculture.

Source 1965: United Nations, Yearbook of National Accounts
Statistics, Vol. II: International Tables (New York: United Nation,
yearly), issues 1970 and 1976; ILO, Yearbook of Labour Statistics:
Retrospective on national censuses, 1945-89 (Geneva: ILO, 1990).

Source 1975 and 1985: United Nations, National Accounts
Statistics: Analysis of main aggregates, 1987 (New York: United
Nations, 1990), National Accounts Statistics: Main aggregates and
detailed tables, 1988 (New York: United Nations, 1990): ILO, Yearbook
of Labour Statistics (Geneva: ILO, yearly), issues 1978, 1979, 1980,
1986, 1987 and 1988,
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5. Concentration of Production, Degree of Extroversion and
Position in the World Division of Labour

a. Primary Commodity Orientation
The export value of primary commodities as a percentage of total

exports (excluding fuels).
Source 1966, 1975 and 1985: UNCTAD, Commodity Yearbook
(New York: United Nation, yearly), issues 1987 and 1989.

b. Commeodity Concentration
The Hirschman Commodity Concentration Index, calculated by the
formula:

in which:
J is the country index,
x; is the value of export commodity i,
X is the sum of the values of all export commodities,
182 is the number of products at the three-digit SITC level.
The Hirschman Commodity Concentration Index is equal to 1 if
only one commodity is exported and its value decreases with the
degree of diversification of exports.

Source 1966, 1976 and 1982: UNCTAD, Handbook of Interna-
tional Trade and Development Statistics, issues 1969, 1979 and 1985.

. Orientation of Exports toward Centre Countries
The percentage of total export value directed towards the industrial
countries.

Source 1965: IMF and IBRD, Directory of Trade, Annual 1963-
67 (Washington, D.C.: IMF and IBRD, n.y.).

Source 1975 and 1985: IMF, Direction of Trade Statistics,
Yearbook (Washington, D.C.: IMF, yearly), issues 1982 and 1988.
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6. State of the World System

Expansion, Recession, Recovery

The situation of the world capitalist economy, scored as "+1° for
1965 (expansion phase), -1’ for 1975 (recession phase) and ‘0’ for
1985 (recovery phase).

7. Political Regime, Democracy and Repression

a. Political Democracy Index
The rating of political liberties and popular sovereignty (average) on
a scale of 0 through 100, where 0 is the least democratic and 100 is
the most democratic; the 0-100 scale has been transformed into a 1-7
scale to make it comparable with the one used for 1977 and 1985.
Source 1965: Kenneth A. Bollen, "Issues in the comparative
measurement of democracy”, American Sociological Review 45, no. 3
(June 1980), pp. 370-390.

b. Political and Civil Rights Index
The rating of political and civil freedom (average) on a scale of 1
through 7, where 1 is the least free and 7 is the freest.

Source 1977: R.D. Gastil, Freedom in the world: Political rights
and civil liberties 1978 (New York: Freedom House; Boston: G.K.
Hall, 1978), pp. 10-13.

Source 1985: R.D. Gastil, "The comparative survey of
freedom 1985", Freedom at Issue, no. 82 (January-February 1985), pp.
3-16.

8. Economic Distortions

a. Current Account Position »
The deficit or surplus of the current account balance as a percentage
of the country’s merchandise exports.

Source 1965, 1975 and 1985: IMF, Balance of Payments
Yearbook, vols. 16 (1964-68), 17 (1965-69), 29 (1978), 40 (1989).

b. Gross Domestic Savings Rate
Gross domestic savings at current prices as a percentage of the
country’s gross domestic product,
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Source 1967, 1975 and 1985: World Bank, World Tables 1988-
89.

9. Fragmentation and Marginalization

Eigenhandelsquote
The percentage of developing countries’ total trade value (import
and export) with other non-oil exporting developing countries.
Source 1965: IMF and IBRD, Directory of Trade, Annual 1963-
67.
Source 1975: IMF, Direction of Trade Statistics, Yearbook 1982.
Source 1985: IMF, Direction of Trade Statistics, Yearbook 1986.

10. Spin-offs

a. Vehicles

The number of commercial vehicles in use per thousand inhabitants.
Source 1965, 1975 and 1985: United Nations, Statistical Year-

book (New York: United Nations, yearly), issues 1970, 1979-80, 1985-

86 and 1987.

b. Railways
Net ton-kilometres: millions of freight net ton-kilometres including
fast and ordinary goods services, excluding service traffic, mail,
baggage and non-revenue governmental stores, per ten thousand
inhabitants.

Source 1965, 1975 and 1985: United Nations, Statistical
Yearbook, issues 1970, 1979-80, 1985-86 and 1987.

¢. Telephones
The number of public and private telephones in use, per hundred

inhabitants.
Source 1965, 1975 and 1985: United Nations, Statistical

Yearbook, issues 1970, 1979-80, 1985-86 and 1987.
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