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Dtaouaalone regarc11DC the lmpaot of international 

trade on deYelopaent date baek to the meroaatll1et 

writtnsa ot tbe 17th oentur,r, wb!ob foeuaaea etteattoa oa 

the beaetlotel etteota ot a aurplua la the trade aooouat. 

Lator, the olentoal aad aeo-olaaetoel eoonolllata extolled 

the Ytrtuea ot foreign trade eat ac1Yooated a tree trade 
leci -{o 

pollo71 oa the grounaa that tree trade resuLted ta a .. ta 

tor all tbe partlolpenta. Ia teot, l.ewla ( 1952) ••• 

·ooaYlnoad that, • •••••••••• blatorloall71 \be '-&lDD1-.• 

ot eoonoato deYelopaeat ta eYer.r oouat17 are aaaootated 

with taoreaae4 torelp tz-aae •••••••" 

Thla Y1ew wee reprc!e4 with tureealq soeptlot• 

around the 19501 a wbea Preb180ll, stacer alle1 others obaened 

a persistent aowoward trend la the teras ot trade ot 

prluJ7-prOt1uot.-ezporttq oouatrlea. ftta ••• taterpreted 

•• an 1n4loatl on that tra4e between t110 oouatrtea 4lc1 aot 

n• oesaerll7 beaettt both partners. T.bta aet ott e loaa 
drawn out ooatroYeraJ. Both these bJPotbeeea tora the 

eubJeot matter ot Chapter I. 

Bealdee tayeatlgatlag the deoltne in t eras ot trade 

(~0! ) •• a at atlatloel pbenomeaon. se•eral atteapta beYe 

been aade t o ezpleln theoretloallJ the aaltanotlontas ot 

tracte •• en "engine ot growth" ead we deal wltb thaae 

explenettone in Chapter I I. 
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I a Chapter III, •• •••• oae ot uaeae ezplaaattoaa 

Yla. ....aael' • WVaequl heJaaase• _,otlaeata, Ia -

••tall, ltetore .. preaea• • ori,lqu or W• tlleOJI)' la 

Cllap\U IY. 



) 

gpua I 

ftApB ARP piJBLOPIIM 

1. 1 · Jtrraopmm:oa 
• ••••••• the oauaaa wblah teter.!aa \be .. oaoado 

progreaa of aatloae, beloac to t.be etut)' of tatanett.onal 
1 tnta." 

narlq th-e 19th oeatu17 Ula paee ot eooaoate 

daYelopaeat of aatlona wea areatl~ aooelaratea b~ traaa 

between thea. '.iba ezpel'tenoa of u.L, v.s.A. ant othal' 

·utloaa ta ortn eitect to lllaow that trata tatuoac1 pow\ll 

hat ooourra4 turlq the 19tb oeat\117. llldHCI, l' •• 

olatmet that tra•• batt baea aa4 ooG14 be •aa ••11•• of 

growth •• 

'fhia a%pertanoa of the aatloaa aatarlq ta• tr•••• 

appeared to be aaral~ baal'lD& out 'ha thaoratloal 

azpaotation of .. laa t~• trade, •• poatala\ea la ~ 

R1oar4lan thaor, of ooaparat1Ya ooat 4ootl1aa. 

It waa ODlJ' ct•rlDC tlla perlot 19SO - 1&14 1960' • 

that tbara wae e oone14arabla debate rqartlac t~a aa4 

deYalopaent. The oontroYerar oentre4 rouad tba aeoular 

trent in the teraa or tret1e or L'DO aDd Ilea ataoa bao•a 

an aaplrioal ant! tllaorattoal quap!r•. 

1. Al r re4 Maraball - Prlnolplae ath atiltloll, Lonc1oa, 
1920, p . 270. 
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1. 2 routgx TRAni AS All uom or pom 
Iaternattoaal traae plqe4 a oruolal pan ta alaQlDI 

the teatlDJ of ••••1"81. aatlona ta the ldaeteea~ oeatu17. 

Thla la partleularlJ ntcteat to tile ezperleaoe of Brttata. 

nu.rtq the perle>a 1815-191) then waa a \breefoltl taoreaae 

ln tbe populetloa aatl a ten-fol4 laoreaae la the aatloaal 

output; there ••• tbua an lnteaae preaaure 011 the Brttlab 
.I 

reeouroe ........ oonaequeatlJ't art tlah lllporta laore•••• ~~-

tweatr-t1Ye told. Brttlab Iaporta •• e proportloa of tta 
. . 2 

BatlOAal output rose troa abOU'\ 1 ~ to ))~. !hi a tnae 

explosion ... perttoulerlJ 0 .... trahcl t!arlD& the period 

18)o-60, whea ·~ tlab export• pn at the rate of s.~ 

p.a. ana laporte srew at 4.1. p.a. 3 

Tbla MHlYe expaaaf.oa was entent la \he Yo'lae 

ot worl4 tra4e, too. Ia real Yoluae lt 1aoreaae4 10-fol4 

between 1850 aact 191), twtoe •• teat •• worla produottoa. 

The rate ot &rowtb of worlc! trat1e ta aho• la !'able 1. 

-rile Yl tal c1r1 rtaa foro• of the tret!e e:q,loatoa 

between 18)0-60 waa the tnoreasea pnpenaltJ to tapert raw 

aaterlela. Thla ••• eY14ent ta the oaae of the hnpeaa 

natloas alao, wbere the Import of toot1 aDd raw .. terlala 

2. Thobura, J. (1977). 

). Lewta, A. ( 1952) • p. 19. 



Table 1: lett ot Growth of Worl4 !'rate 

--- Year 

175o-1820 

182G-191) 

1al)0-1860 

1atltG-191) 

191)-19)9 

191)-1970 

Rate of growth of worlc1 
trac1e per ,. .. r 

'·· 4.'-
s.~ 

3.11t· 

o.~ 

3.1. 

- ~ - ~ - ~ - - -- - - -- - ~ ~ ~ ~ - ~ ~ - -- - - - ~ 

ea a peroentase ot total laaporta 1aoreaae.c1 eODalterablJ, 

durtq 1830-60. la Pnaoe ea4 Gei'IIQJ, tl'om 93• to 97~ net 
4 

79~ to ~~ raapeottYelJ'. 

Tbua we aee tbat tbe idea thai trade taaottoaet, 

not aeral7 a a a aertoe tor the optt•• allooatl oa of a 1/ 
C~Yan atook of reaouroea, but aboYe all aa u "eaatae oti' 

arowth" , to ue Slr J>aaala Bobertaoa' a phnae, ••• aaplJ' 

Juat1tlec1 ln the 19tb oentur, bJ tbe expartaaoe of ae•e~l 

aatlODa. 

1. 3 'lBI JU;C.ARpi4R OOMPMAfiY! OQBT nomng 

Tbe tbeorattoal Juattttoatlon tor the aotloa of 

trac1e tuutlonlag aa an enctae of gra~Rh, tor all 

4. Lewta, w • .a. (1952), p. 15. 
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partlolpanta ta trade oaa be touaa tn the olaaaloel 

wrtttasa oa toretca trade. 

The lmportaaoe of fo7elp trade baa beea •plaaataed 

bf atat•-• eat eooafJillata, ataoe Ute earlr 17\b oeDtU'J 

Meroantlllata. Wltb Ataa Smltll'a eJIP)laale oa tbe atnatoa 

of labour, uae Idea aataet SI'OUD4 that, eat ••• beaattelal 

to tadlYlduala oould aoaroel7 be tollf ta tbe oaae or 
aatlona! 

'the ore4lt howner sou to B.ioardo n. ( 1817) tor 

eauaolattaa the law ot oomparat1Ya ooat ••••ataae, whteb 

·ortlinatea aa a deYelopaeat ot tbe 181b oeatur.r orlttot .. 

of Meroentlllat poltor. 

'l'lle 4oetrlne ot oomparet1Ye ooet ac!Yantace utntataa 

that, 1 t trade te lett tree, eaob oouatry, ta the loas ft1l, 

tea4a to apeolallse ta the p:re4uot1oa ot, ••• ex-pone 

those oomao41tlea, in Wboae proauettoa tt eaJora a 

OOJIParatlYe a4Yant.ae, aat lapor'• Uloaa ooaaodtttea, atob 

ooult be pro4uoe4 at boae, oalr at a oaaparatlYe 

dlaac!vantase ln teJ'IIla of real ooata. Suob a apeotaltaattoa, 

lt la olaluc1, ta to the autual adYantace of all tbe 

ooaatrtea parttolpattas lD trade. 

!be Bloarc1lan 4ootrlae was atetett ua.der aneral 

alaplltrlDC aaeuapttoaa: 

1 • '!'hera are two oOttntrlea aad two poda. 

2. There 1a oaly oae teoter - labour. Labour ta 

lmaobtle between oouatrtea. 
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). Labour ooata ere p~opontoaal to real ooata. 

4. Pro4uottoa 'akea pleoe ua•er ooaataat returaa to 

aoale. 

5. 'lbe teolulolog of vroctuottoa cUtters betweeD tile 

two oouat~tea, beoauae the ooattttoaa of prolaottaa 

c!ttter. 

6. There ta perfeot ooapett tt on 1n tbe proc1uet an4 

taotor market. 

fte onotal el .. ent tn R1oar4o' a OOtiJ'arat!Ye ooat 

dootrme •• Shaikh ( 197q ) potata wt ta reall7 the 

automatlo ••ohaatsa of the tuaat1t7 theor,r of moner, wbloh 

lea4a to a proo••• of e4Juataeat that reaul ta tn eaob 

oountr7' a latenatloaal terms of tra4e ('lOT) l»etq 

aeoeaaal'll~ better tbaa lta c1011eatto '1'0!. !lata propoetttoa 

haa often beea uae4 aa a proof that eaob nation •• a wbole 

aataa troa , ••••• 

The later eleaaloal aDd aeo-oleaaloal wrltera 

ao41tle4 eertatn eapeota ot the Rloar41aa ao4el, but t~• 

bealo prlaotple remained tatao,. TheJ all retteratect Uaat 

tra4e ta .atuall7 beaettolal to eaeh oountrr Ylewea aa a 

alncle oleaaleaa eatttr. Alao, on tbe eanapttoa ot 

1-.ob111" of labour aDd oepltel 1ateraa~toaa1lr, lt bad 

been afmittea tor more then a oentur.r, that lt wea the 

pr1oea ot oomao4lttea (tbeseelYea det ermine4 bJ tbe law of 

aeman4 an4 aupplT) dealt Witb 1n lnternettonal tra•• Wblob 

determined the remuaderatloaa ot tbe1r produoera aad ao' 



vioe Yerae. 

It wee Oil this tteeta tbet the 11Jlooa41ttoaallJ' 

optimlatio toreoaata, •• reaerla the prioea of pdUI'J' 

pro«uota were •••· Bioartto, Torreu aa4 o•h•r• were 

oatecortoal ~ aa aootettee procr•••• a pp la oreate4 aa4 

witenea Jaetween Yaluea or uautaoturet1 aa.a pr1•17 

pro4uote. Tbe prloe of the toner c1eollaiag ooaetaatl7 

aat that of tbe latter tnoreaatq u.llOeaadngly, 'M'aJI'allall, 

in teot, toreaew the eta., wben beokwerd oouatrt.ea, tllaaka 

to tbetr pri•l'J-proctuot exporttac statue, woul4 po••••• 

8n lneXpupable moaopoly ia tbalr late~attoaal ••rsa1atac! 

Tbta ooaplaoeuoy wee rutel7 8baken by the 

publleetton in 1949 ot the famous atucl7 b7 the v.•. -
"Relat1Ye prtoea or lxporta a11t1 Imports ot U'adertnelopet 

Oouatr1ee", ahowtq a ,._ datertorat!oa ta the TO'f •t the 

tbira world oountr1e•, a1aoe tbe eat or tile 19th oeatu17, 

a11t! parttoulerl7 a.tter the ltorau war, polntlq to an 

aooeleration of the aov .. eat. 

Kooaomtsts attempte4! to •••• their theorr b7 puttiq 

forth explanattoaa baaect en the elaat1oi\1ea of a ...... 
Raul Preblaob (1950 & 1959) queattoae• the mataal 

protitab111t7 or the extat1ag pattern Gt tnternatloaal 

d1T1aton of labour. Hta meJor olatm waa that, tbe aat 

barter terma ot trete (NBTOT) t or the LDO neoeasar11T 

deteriorate oTer time, and that the unteYoureble tapaot of i' 
( 

uareatrloted trade on balance ot paJIIlellts of l.DO'a tar 
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outweipe ~ adYaat.aae w1 th reapeot to aore etftoleat 

allooet.toa ot reaovoea. 

ftte trtueret ott a •Jor ooatnYere~ OYer tlae 

eaoular treat to tile tens of trac1e, wJd.oll 1 • exa•laet ta 

the aext eeottoa. 

1. 4 !D Papw!l crRI!J? IN 1111 !0! - A ftAUSfiCAL pDA!B 

Pre'iaoll ( 1964) arpecJ tbat tllere waa a t1owawart 

tread to the !Of· of pli .. r,r produot exporttac oaaatrtea. 

Ia bla repOI"t tor tniO'lA'D I ( 1964), Pret.1Hb reatecJ 

bla atattettoal oaae oa tbe •et Bar\er teraa of trate 

~(RBTOT) ot u.L tor the wlaole ot lta .. nllaacJtae tracJe. Be 

apl1oe4 two partlallJ oYerla.ptaa eerlea (~oae of Selalote 

ancJ Boar4 of Trat1e) •• cl•• to u.a. (1949) talfle S to at•• 
a run ot totez aaabera troa 18?6-80 to 19ft6-47. 111aleb 

ahowed u Ulllllataltable aeoalar liiPI'OY•eat ta Bl1.tata' a 

terms of tra4e. Slaee tor a araater part of tbta periocJ, 

Brt tela ••• tile llloat laportaat laporte~ of prlu17 protueta 

aDd exporter or .. autaeturee, Jae took thta to 1.,1, a 

aeoular 4eter1orat1oa ta KBTO! o~ prlaar.r protuota •• 

tradea worl• wtae. 

Th1a hae seaerated an eaoraoua ooatroYerar ••• Jaaa 

been aoaet1.aa 41•-'•••• by writer• •• totally erroneous -

"a mi•takea view ••••• earhrlned _, ooRa,aDt repetttiOD 

Into a 117th."5 

5. Little I.M. D. (1975), p. 227. 
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Pre,!eob'a \heels wee oon••ate4 on aa.erel 

atettattoal arouaaa: 

(1) The Gaited llaatoa•a BBTO~ were aot repreeeatett•• 

ot tbe tnttuatrlal oo1t11triee •• a wbole aD4 heaoe t ta 

taYerae oould not aene as e prOZJ' tor tbe teru of trate 

ot pr1•17 protuota. (Uadlelte.rpr, (1956, pp. 261-)), 

Baberler, (1959, p. 20), Meter~ Bel.wta, (1951, p. 2)4), 

Korean, (1959), Llpae7, (1963, p. 17), lobaeea, (1967. 

p. 249) •. 

Tbla orittotsa haa been rather seYere, parttoalarl7 

beaeuse Prebteob ob .. e to reat ble oaae es.lua1Yel7 oa 

-U.~ data, wbea the v.K. aouroe troa wbloh he o'\aiael bta 

data, elao lnoludett a te~ of tratle aeries labellet 

'Pri•rT to Maautaotural o...edl ttea tn Worltt Trade' 

ooaptlett b7 the Leagae of Bettoaa. !bie aerlea ••• alao 

ttaaea on Britlllb data upto 1929, but with the important 

ttittereooe that 'h• pl'loe ln4ex tor .. a.taoturea wee baaed 

on both Brt tlah exporta aatl Brtttah imports ot •aufaoturea, 

the latter 1ntea4e~ •• a pro27 for .. autaoturee ot aoa-

Br1 t18h ortcta. Alao, tor 1929 ncl la.ter 7eers, world 

tre4e data ooaplled b7 the Leasue ot Battoaa ••• uaea. 

nta Prebleoh &delead hlaaelt and othera -7 not 

uetrag the beat eYldenoe aYallel:ale at the t1me7 Spreoa z. 
(1960) 1nveat1aatee tbte point and oonoluaee tha' the leap 

trom the eY14enoe of »ritata•a BB!OT to en tafereaoe about 

the relettYe prtoe or primary produota vta-a-Yla 
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uautaoturea in worl4 w14e tncle •• aot alalea4lq •• to 

d!reottoa, tbottlb tt s••• an eS.cseretect t.,reaatoa ot 

the •snt.tude ot deterlorat1oa. (See Appendix I). 

(2) Prebt.nh dltl not tt.atlaplell betweea prlUI'J' ezpona 

ot leYeloptag aRI 4eYelopet oouotrt.ea. 

Keler ( 19S8) pol.ated out that •. • • • • • • the te:raa of 

tratle between prl•I'J' produota and •autaoturea are not 'be 

aaae a a the tel'IU ot tretle between poor enct r1 ob 
6 oOUDtrlea. • ftta ort ttola bowner, ta ot c1oubttal 

.al1ct1tr 'eoeuae- tbe eYallable eY14eaoe toea not polat to 

a leaaer deterioration ot tbe •STOT tor tbe aarrower raace 

ot prlma17 prot!Uota, wbtoh ortataate pre4oldaaatlJ' ta 

4eYelop1q oouatrtee. 'ftla enc1enoe te aoatlJ' a.eu.tral. 

nac1leberser hea ooutnotec1 • watt Yalue lac1ez tor 

aeleote4 7eara tor Iaduatrial IUrope'a ooablaect export• 

eact laporte ot pr·t•rr prod•ota ( ezoluc1lq latn-tra•e of 

1nctuatr1al hJ'ope) whlob talla b7 e oumulattYe 2~ troll 

1872 to 19)8. OYer the •••• period hta ul t yalue taaez 

tor 1n4uatrlal Europe's laporte ot prl••I'J' prOfuota t.oa 

hla 'other• sroup of oountrtea (Atrloe exoept s. Atlioe, 

Aata. exoept Sonet Aata, Lett a Aaertoa exoept Arceattaa 

ant urasua7 eto.) talla b7 36~. tbla auggeata tbat the 

aubaat ot prlmar,r protuote ot teYeloplas oouatr.r or111a 

hea ezperlenoea e bl&~er prtoe tall. 

6. Meter, G. (1 958), p. 286. 
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It .. ,. therefore be oonoluctecl tbat lt aaot data 

were avatleltle they would aot have weakeaect tbe •'•ttatieel 

touactatioa of tbe cteterioratloa tbeala. 

()) !be tbJrct prlnolpal ortttot .. ot tbe Prebtaoh theala 

ta 'tllat export• are Yalue4 t.o. b. whereaa Iaporta an Yal11ed 

o.t.t. eo that the taprov•ent 1n the u.a:•a BBTM ooulct 1te 

due panlT or even whollT to a recluotlon 1D tranaport ooata 

anct not to a relative tall tn prloea reoetvea ,,. prtaar,

proctuoe. (Ylaer (1953 1 p. 114J, Meter • Balawta (19S7, p. 

2)6), Baberler (19S91 p. 20), Morcaa (1959), Sohloaa (1977)), 

lD pr1no1ple1 if tretpt aaa lnnreDOa oeata are e 

lercer proportion ot the o.t.t. prloe ot prl•r,- probe' 

l•»orts at the atart or the period tor wbloh we have 

obaenetlona aad thea the,. tall baa~ lT turlaa the pert oct, 

1t la poaatble to obaer.e a detertorattoD ta tbe RB!Of of 

prlmar.r pro4uota wbea aeaeurect o.1.t. 1 Yla-a-Yla 
' 

uautaoturect ~orta meaaurect t.o.b. 

Blloworth ••• an atteapt to ctoouaent the preaeaoe 

ot a valuation blea. Bla eYtctenoe relate4 to a bla cteoltae 

lu trellbt ooeta whtoh wee a notable event ln eooao.lo 

blato17 of the laat quarter of the 19th oeat1117, tbaDk• to 

t he actvent ot the ateaaahtp. He arped that tbe 11bole ot 

the appar ent det ertoratlon ot tbe HS!OT ot prlmarr prodaot• 

over the period 1871-1905, oould be aooounte4 tor by thl• . 
teo tor. 

Th point to be made bere la \bat tr the unit oo•t 



1) 

eeYiDC froa prosreaa lD tranaportatt 0D teohDOlOIJ -· e\ 
to the reletlYe tall la the o.t.t~ prloe ot prt .. r.r 

protuta, lt woult .. n ~at the laportera ot tile 

teYeloptas oouatrlaa• prlmar.r pro4uota (Wb!oll baYe prtoe 

taelaatlo de..ad) woult app~rlate the eatlre aata; _.lle 

the aeYeloplas eouatrtea oeaaot bope to .ate aa ott-aetttac 

seta oa aaaataoture4 l•porta, ataoe traaeport eoata 

ooaatttute a .aoh ... ller proportloa of total ooata la 

•autaoturera, tbaa la prl•17 produota. 

(4)' Aaotber u~or orl tlol• la tbat aew untaotured 

soot• eater trate eat tbe quallt7 ot eztattac oaea la 

laprOYet, but tbeae deYelopaeata are aot retleoted •••~aatel~ 

la tile prloe lades of .. autaotura, Wblob therefore tea4a to 

... t.laaed upwerta ...... u. nelaa tbe tapreaatoa or • 

tetel'iorattoa la 1f8fOt of prlaa17 proctuota wbare tbere -~ 

be aoaa (Vlaer (195), p. 114) 1 Kater~ Bal4~a (19571 p. 

2)6), Baberler (19591 p. 21), Mor&aa (1959), Sobloaa (1977), 

'l'bolriln ( 1977 ) • 

~ta bee oft.a baea aaaertet but aeYer d-.aaatrated. 

Ia faot Ktatlaberaer (1956) ta hla estenatYa atut~ of 

Burope•a ! Of felt tbat there was ao loac rua teateao~ for 

the TOT to aeollae aaataat prt .. rr profuota ln feftar ot 

urauraotur ea. ·" ••••••• o;n tbe ooatra17 lf elloweaoe la 

mate for the uapro•eble but sanerallJ aooepted taot that 

tbe l aprOYaaent in qual ttr of maaufaoturea oYer tbe pea' 

SO ~eera baa beaD greater tb8D that of prlmar,r pi'OdUota, 
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the TO!' ••7 bYe turaet aaalaat uaufaoturea aa4 tn faYour 

of pr1•17 pro4Uota per ualt of equal fl11allt7• llow•••r tbat 
7 

M7 be tetlaed. • (Balpbaata at.det1) 

. Bow, tbe problem of qaalt tT ta tile a oaten baa t" 

teo eta, the quell tT Will laproYe tt -

(a) the protuot .tz al tera ta taYour ot hialler Q11al1 t7 

sooaa wttbia a group aat 

(b) teehaloal procr••• laparta nperlor propenlea 

to a &lY8D ·Soo4• 

It la aenerallJ belle• .. tlaat pr1MI7 prot1uta to aot leat 

tb-•1••• to ClllalltJ' tapn••••ta, alld thla la t:ne up to 

a point wltll reapeot to (b). Bat Jle&ar41q (a) It bu 

beaa aeea tbat in Ken7a the proportloa of oottee baaaa of 

the hi&beat cauallt7 baneate4 in 1957-SS waa 0 •• wlltle 

in 1964-65 lt wee 16. )~. I a Greeoe, 6o. ,. ot oott• 

output Ia 1954 bad a ataple 1...-h ot 25 ma ••• onl7 11.)~ 

ot 28 - er 110re; ln 1970, the reapeotl•• proportt oaa 

.. re 0.1~ and 97.3;. 

It fluali tJ t.apro•••t• are Ulua ltaltle to 'D • 

underallowet oa both a14ea1 •• oea aake ao prea•.,tloa 

resar41ag a -.ratematlo blea ta ~Of t.ros thla eouroe. 

(5) rtaall7, the erbitrartaeaa ot the ohoiee ot tba 

atarttas aDd ttn18btns ~atee ta dealtas with tl•• aertea. 

Sobloea (1977) tiada tbe period aeleote4 b7 Prebteoh 

1. K1Dileberger1 O. P. (1956) 1 p. 2)~. 
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(1951-60) untlataotoi"J beoauae lt nan• wltll a Jalatortoal 

potat ot bleb raw utertal plio•• (breaD nr MOll) aaa 

eats wtth a relattvelr fepreaaet pertoa. Atteapta to 

r•oYe tbe 070lloal deaenct lDtlueaoe oa the estr•etlea 

ot the JIB'!Ott aertea abow that the 1Dtereaoe ot aetertonttoa 

nrvtvea cteo,..llq, tNt that the ae-.ert tJ ot the 

c!etertoratton ta aaoh leae than aJlowa tty PreblMb. 

So• orttlot• ta alao baaect OD the oca.oept ot tei'IU 

ot tre4e eaplorea, BBTO'f Jaere. 

wtlaon. SiDha aad Oeatree ( 1969) teal tba' Bft07 

reaetYe more atteattoa at that tlda la u uJuttt1ec1, 

uatortuaate blaa. P~• tbe polat ot vtew ot aevelopaeat 

the relative ratea ot laprov ... at la taooae fer.. ot Traae 
s 

(Yto«.r) are aore laportaat aDd relevaDt. 

A 4eollae ta IIB!ft aeea aot alwara laplJ a teter1ont1oa 

ln l'IO'l'. For euaple, tt BftO'l' have c1eoltaat1 due to 

1noreaaec1 etttoteao7 ta o01Uiti'J X leec1lq to a tall ta prtoe 

ot ezporta (Px) relattv~ to prtoe of Iaporta (Pa), tlla 

thla .. , release turtber reaouroea tor ex,orta wllloh expaaa 

more thaD proporttonetelr to the c1eoltae ta prtoea. ~ere 

a. This 1ac1ex ooneota the ......... ,. la mcrr for olaaqea 
tn the export volume 

I • l!· ~x where Pz & Pm are tbe prtoe tac1ez aoa. 
Pm of exports aDd lmporta reapeo,lvelr eat 

Qz t• the export voluu tadez. 
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the RB'fO'f would llaYe woraeaet bat 4nelopaeat woalt be 

att.aletet, t.e. the pazeheataa power ot espor\a oYer 

laporte 11011lt he lure••••· 

Wileen, S!aha aaa oaetree ebow tbe treat• Ia BftOtt 

aat !!Of tor n.Yelopet eat UBteYelopet ooaatrlea -

'feble 2: Itt Btrter t. IaaOM !0! 

Year• 

195G-S3 

1951r-57 

1951-61 

1962-65 

u ..... , ... , •••••• 
te tneloJe4 
OOWltziea 

100.0 

101.,. 

107.1 

109.8 

100.0 

1)2.6 

172.2 

2)6.5 

u ..... , ... , ....... 
tor tneloplq 
aouatrlea 

100.0 

98.3 
92.) 

90.1 

100.0 

116.0 

126.4 

156.8 

~ ~ - ~ - ~ - - --- ~ - - ~ ~ -~ - ~ - ~ - ~ - - - --
Boaree: 11. •· Yeuboc* of tateraatlODal btat1e 

Stettattae. 

fteae eyenc•• reoort a ooa,1autaa 1apnY ... Dt la 

B!0'1' of t1eYelopet OOWltrlea of 1~ troa 1950-53 to 1962-65, 

lnlt tt ooaparea wttb a ooattautac c!etel'iorattoa ot ~ ot 

LDO'a oYer .... pertot. 

'rile obaase tn leo•• 'lM' ta •a larcer, tor the 

c1eYelopet1 oouatrlee U>C) lt la 1)~. tor L"'C' a tt ta 51._ 
'!htr l wall ( 1972) al ao tat!loatea tbllt ntdeaoe tor 

19S7-65 uwa that l'lOt t or no• e t mproYec1 at tbe rate ot 

4.1. per anaum, while tn LDO•e the rete ot laproYeaeat ... 
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oal7 s.1. p.a. Morea.er, wben \be t!OT fer botb aete of 

nattoaa ere at3ueted tor ttttereaoea ta ~tea ot crowtb 

of populaU oa Ule J.nc• a appear ft'ea •rae ott. 

!be tr. •· wetptet eY.ereae t• LDO' • tattoatea tllat 

tbe tor tor L»>'• •• e Wbole t .. ltae. Bat wtt•t• the 

poup ot Lno• • there are ocaetdereble nrtattone 111ltell •7 

t.e clue to 41tfereaoea ta the •--•tt7 ••poatt!OD of tile 

eZpOna. !bte ta llluatrate• ta 7able ). 

'l'abl! ]: 
I Trm! ~fi:ii.!:J1Sd!ls'' Lpq•' 

~ ~ ~ ~ ~ ~ - - ~ ~ - ~ - ----- - - ~ --- - - ~ ~ ~ 
. Cout~ 1950-S) 19S4•S7 1958-61 1962-6S 
~ - ~ ~ - --- -- -. . ~ ~ - ~ - ~ ·- --- - ~ ~ ~ ~ ~ 

Paa- • 100 12) 105 106 

I 100 147 14d )09 
Paktataa • - 100 101 109 

I - 100 99 1SS 

Pen • 100 91 7S j1 

I 100 126 154 221 

uaenttaa B 100 •• ., 91 
I 100 110 121 176 

Cbtle II 100 11) 101 111 
I 100 1)1 129 166 

In4la • 100 102 109 111 
I 100 111 11. 14) 

Ooluab1a • 100 117 as ., 
I 100 119 91 ,. 

~ -- ~ - ~ ~ - - .... ~- - - ~ - ~ ~ -- ~ ~ - --- .. -
l ovoe: Wtlaou, Staba, Oertree ( 1969). 
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9 
ftua we ••• tbat theJI'e are ooaataenble Yal'tatt oaa. l'or 

Pera I more tbaa toablet, wbllat B tell -~ aearl~ ~ 

For Araeatlaa t taoreeaet b~ 1~. wbllat II tell bJ • •'-· 

!be seaer.l plotare tbat ... ~. troa tile lara• 

Yolu.e ot eYldeaoe ta all tbeae at1ac11ea reYeala, reall~ 

atz aore or leaa olearl~ tetla .. pbaaHZ 

1 • 1800 - 1880 .. Jeyourable to ~o• • ta JfftOII 

2. 1880 - 191) - l'aYourable to ~o•a 

). 1913 - 193S • laYoarable to nc•a 
" 
• 

• 

• 
·S. 1952 - 1960 - Pa•oarable to no•a • • 
6. 1963-1974 - fte a .. ltae 1a JlftO'l tor LDO' • wee 

arreate4 but Yarlattona wt'h!D the 

croup .. re eaoftloua. 

fte ooaoluatoaa •~"•• !a Yartoua at11•1f •• tlaua 4epa4 

on the tt• perl.a oboaea •·•· h'elateob aul~••• tlae pert .. 

1870-19)9 aa4 19S1-60 Wblle Wllaoa, Staba • Oeatree (1969) 

refer to phaae s. 
X1Dtleberser (1956) eat! llorpn (1959) (the perlot 

ot ahdJ waa 1801-1953) on the other bead dellJ that n~ 

uDta•ourable t rene! tor LDO' a la Y1atble, 11b1le ml-rtll 1:. 

Haberler eaphaatae the indetezoalnao~ of tbe 10111 tea 'l'OT 

between aaautaoturea an4 prtmar,r profueta. 

'l'bere la tbua no ooaolua1Ye eridenoe tn taYour ot 

9. for e brtet note on n41a'e TOT aee Appencttx III. 



,, 
etuaer of taae no llJPOtlaeau , •• , ...... , the wlpt. of 

nl4eaee, ••- '• M ta taY~I' ot tile ..,.potlwda -••ttq 

• aeoalal" 4etel"lon't oa ta tlae .,. O't LMa. 
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2. 'I l,llftOMC!I@ 

!be atettattoal de,ate recard1D& tbe aeoular tread 

ta the '1'0!' ta LtlOe tdtoates a cl.eeltat.q trent, •• ooa 
111 tile praYtoua ohepter. As tbe pheao .. aoD ot tba aeolt.alq 

TO-! ls LmJa, tha CJ!'owlq cap l»eheen \he dell eat the poor 

o01UltJ!'tes. beoeae sore ••• 110re ap:pa~t, esplanattoaa wen 

aoapt ad at1Yuoe4 tor t.b e •lflaaottoal .. ot tile ·~·· 

of pewth". It soon beo- olear, that '*• rlprna 

R1oar41aD aenaptloaa ettd aot llol4 1rt real!,,., ua t t •• 

elle1ec1 that~ ta aeDal'fll, o1:rouutaaoea eo :t'aYouret 'Ule 

rtoh aatt.oae, that, the7 perpetra'tecl the uncterclnelopa•' 

ot the LDO' •· Aa a eoneequeaee, men of the ezpluattoaa 

tor the deter1oratt.oa ot TO! !11 LnO'a htace upon the 

aesatton ot the aaauapt1oDe of the Rleerdlaa aotel. 

ta We ohapter we exam1ae, ••17 brten,., ._. ot 

the earlier explanatlone e4Yanoea ta tile literature oa tbe 

eubJeot. We bella wttb the Preblaeh-Staser theata • ., 

1noorporete the later cleYelopmeata baee4 oa blaae4-

teohaolectoal procre•a, and then co oa '• the e2plaDatt.oa 

baae4 on Yerlable returns to eoale. ?f'e aleo eJ:alllae, 

ouraor117, tbe reoent Latta Aaertoaa Depeateaoy tbeata 

- - aDd ttnall7 tura to the •unequal Exohe .. e• 
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theata of -.auel, whtob t • of pantoalar tatereat to •• 

aac1 exealne 1 t la - c1eta11 la the aext obapter. 
1 

2. 2 !BI PpBISCPf-SIJIGD ftiSIS 

~· eerlleat expleaattoa of tbe pll•cnaeaon ooua 

troa Prebtaob eat Siaaer. T.be atraoture of the P-S tbeor, 

ta rather ooaplloetet, beoeuae there are aeYeral bJPOtlleaea 

tatertwlaet wlth tbe l)aate tbeo17, wbtob retatea the 

olaaatoal aottoa of tree ooapettttoa, eapeotall7 ta the 

faotor eat proc1uot urketa ia ~· oeatra, eat ett..,ta to 

ahow bow c!eYtatloiaa ti'ODl oompetlttoa ta • 47Jlall1o aetttq, 

teat to appropriate to the oeatre, .oat of the taor ... at 

ia •rlt taoo• tbroap laoreaaet proc1Uotlrit7. 

-'file c!eoltae ta TO! ta oaaaet b7 tlaperate foroea 

abeptag tateraattoaal c1eaan4 eat aqpplJ. 

Tbe ezplaaattoa of c1eoltatq !0'! •• aeea f1'011 \be 

c!euat !ls1e, b1qea oa the tlapart tr ot the laooae eat 

prtoe elaatto1t1ea of c! .... t tor laporte at tbe Oeatre ••• 

Perlpherr. At tbe Ceatre, tile taooae eleat1ot tJ of l11porta 

ta low (leaa thea 1) wblle to tbe LDCe tbe aeae la uaueUr 

greater thea ualt7. 

!he low taooae eleattottr at the Oeatre ta attrUnatet 

to ID&el' a law aad to the aartoal ~ral proteotl ye .. a aurae 

1. lor our expoattloa of the Preblaoh Slqar theata we 
relr lleeY1lJ upoa Prebtaoh (195~J 1959, 196), 1964), 
Stqer ( 1950, 1975), w. Beer ( 1 ~1 ), J. Flende:r.a ( 1964). 
Por the orlttotn of thla theata we rel7 on Mo1"g~rn .. r· 
(1959), Baberler (1959), Soc!eratea (1964), ~ Johnaoa 
(1967) ~ AmiD (1976). . 
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preottoect ta MllJ' oouatrtea at the Oentl"e. !bla lea ta the 

growtll n•• of lllPorta of prliiUJ' p:rol!uota (et tile C•tH) 

ta unallT attrtln1tec1 to at1waaoea ta teoluaolog, wldoll 

Prebleob • staaer olata, Ilea Ill pe~eatect e11 protaetlYa 

eotl.tttea or all oouatrtea ewealT. · A cttreot ooa .. qaeaoe 

ot teolmtoal preen•• la DC' a . ta . 110re etnotnt uae of tile 

raw •terlel taputa, leat11DS to • cteollae ta tbe raw 

•tertel: ntpat ratio; 7et eao\laer efteot ta the 

taorustq aubnttu•toa ot aptllettoa tor aatunl proeuota. 

The ooaaeQ\Jeaoe of the low t•oae el•••toltT ot 

ct ... D4 at the Oeatre la tbet t_,orta crow elower t~ea 

aattoaal taoo• eaa wbaa tlala ta ooalttaet wltll the lalabar 

ratea ot oatput (tue to taoraestas protuotlYitT) la 'h• 

LDC'a too, it leacta to a ao .... rct preaaare oa ~· prtoea 

of uporta ot part plaery. 

Meaawbtle, tbe blper taooae eleatlol t7 ot !aport 

c1e~~aac1 la LDC, teate to either keep the t•port prloea atea~ 

wt th taoreeeea 1 a prot1uo t .t Y1 tT at the ceatre, or to taoree ae 

tile prloee of Imports 1 t prot1aotl Y1 tT c1oea aot rtae teat 

eaoap, or tt IIOilOpoltatto el•enta ta tbe oeatre reatrlot 

nppl7. fte D.et renlt ta a detertonttoa ta !01' tor 

Pert pherT. 

Oft the tppply .,,., tt ooapetltlwe toroea prewetl 

1 t ta anell7 ezpeotea tlaet taor••••• la pr04111ott n t7 will 

leet to a fall ln prloea, w1 th reauaeretioa or teotora 

rematlllag uaobeage4, or laoreaatq leas tbaa taoreaaea ta 



23 

proc111o tt n t7. 

Rn, protuottnty ta the Ceatre taoreaaea teater 

thea proauottYltJ' ta the Pel'ipbei'J' ead tbua tt prS.oea llac1 

been reauea ta both plaoes, ta prop~toa ~o tbe taoreeaea 

protaotlYlt7, the '!0'1' ahoalt1 tva ta te•nr ot the Lnca. 

Wbet heppeu boweYer, la that, •• SlJ18er eaeerta • ••••••• 

the tntta of teollateel progreaa ~7 be 41atrtbute4 either 

to prot1110era (aa taoreaaecl taooaea) or to ooJUNMra (ea 

retuoed prtoea); la the oa.ae of uautaoturea la DCa tile 

taoreaaec1 laoOM• are preterrec1, while the latter pnvatla / 
2 

ia LDC1 a.• 
Prebtaoll • staa.r ola~ tbat the procluottvttr 

taoreaaea betas •tolled bJ' wep iDOreaaea_ la ulDlJ' tile 

result ot atroac trade-uatoa preaaarea. Preblaoll tar~er 

olalu that nen if aoae aarsta were lett tor prtoe 

recluotloa, thta would aot bappea clue to tbe ~aopollatlo 

atruotve ot the produot aerketa ta tbe oeatre. 

!a order to ullderataac! tbe attuattoa ta the pertpbeJ7, 

tt la aeoeaaar.r to t11Ylc1e it lato two aeotora: (e) export 

(b) c1oaeatto. 

Prebtaob potate out that proctaottntr taoraaaea 

t aater la (e) then tn (b). Aaother feature tbat ta tapllott 

ta all Booao.to Oomadaatoa tor Latin Amertoe ( XOLA) ~tlaca 

ta that the l abov mar ket tn tbe Perlphei'J' ta ooapetlttye 

2. Slager (19SO), p. 311. 



24 

l.e. there la gplllllt.e§ gpplr of lat»ov at Rl»ata•e•e 
2 

np 1D \be •ae aeotor. fte poaaUale ooaaeqa-ee of 

tile dltferea,lal ratea of protaotlYlt~ laoreaaea are two -

(1) If wee•• 1aereaae4 ta the aaaa proportion •• 

-prot1uo tl Y1 t~ laoreaaea ta the ezport aeotor ( la tile 

PerlpherT) ~·• the aport prloe woald DOt ohaqe. nt 

alaoe the lel»oar urket la oollpetltlYe thla walt oreate • 

attaettoa whereta Ule 4oaeat1o aeotor wea• taoreaae 1J011lt1 

be greater thea the protaot1Ylt~ 1D8reaae \here. Prebteo~ 

howeYer belleTea· that tllla will an happea. • 
.r' 

(2) Iaateal1 the taoreeae of protaot1Ylt~ la tbe esport 

aeotor . oouple4 wt th the low leYel of tuo• el.aatlot\7 for 

laporte at tbe Oeatre leat1a to a larp 41aplaoaeat ot tlae 

workers aa4 obaaoee ere that protaotloa will aot laoreaae 

aabataatlall7 eaoalb to ebeor' the retaadaat labour aapplJ'. 

Tbla l abour baa to be ebaorbec1 la \he low protaotlY1t7 

da.eatle aeotor aaa tbta pressure ot labour aarplaa will 

pi'8T8Dt wasea troa l'ialq1 8Dt1 UJ eYeD. 1 ... 1' til-. ftua1 

we ••• the tnlta ot 1aoreeae4 procluott.Yl ,,. belq 

traaaterred to the no ta the fora ot lower prloee. 

the polloJ l•pltoatloa followtag troa tba aboye ... 

aeleotlYe proteotloa. 

2. 'rbta polat baa beea eapbaalaec! bJ .Lewta, (19S4) wbea 
he ahowe that ln eoonomloa wtth aurplua labour. low 
labour produot1YltJ' tn the aubalateaoe eeotor ta tile 
orlt1oel determ!naDt whatever the demand ooadltloaa 
end leYel ot teohnole&J• 
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!he P-8 tbeata baa beaa orltlolaed bJ aeYerel 

eooaomi•••· JohDaoa (1967) allea•• that Prebteob 4oea aot 

explain the ooadltlone tbat allow the rialas aoaer wecea 

to ba t:renelatet! 1Dto rtatng relettye prloes of uauteoturea. 

Baberler ( 19S9) does not aooept ea explaaattoa la tei'IU of 

BDgel'• law. He taalata that lt oanaot beer tbe h .. YJ 

bur4en pleaea oa lt by Prebtaoh'e thaor.r. -It eppltea to 

tooa. !a general, but not nery klacl of toot ••••• eat 

••err iaor•••• iD tuoae t!oee aot lead to a relati•• 

tleeliae ln deii8D4. tor 1Dt1uatrtttl raw aaterlel • .l '1'. llorpa 

(1959) eeaerta that no a1acl• oountr.r oea auooeastullJ bite 

aoaer nsea, beoanae lt would tia~ tteelt f.a a ooapetltl•• 

squeeze, aDd tta esp.ort aalea woulc! c1•ol1ae eac1 t:r export 

prtoea dlc1 Dot 4eolia.e tn tba loagar rna, the aalailqe 

Yalue of ita ourre11oy woal&! tall 1aatee4. 'ftata erpaeat 

howe•er ..... to oYerlook the moaopoltetlo poattlon of 

the no•a. 
Am!n (1976) eeaerte that lf teohatoel prosr••• 

releaaea labour pG~Jer troa prlurr produot1cn, It ctoea the 

.... tn .aauteoturing and tberetore a aore orettble 

expleaettoa ot the exoaea labour nrplua woulc! be ta teN8 

of the aature ot the aoolo-eoonom!o tor.a ot pertpber1el 

end oentral oeplteltam. I a the latter, profit ta the 

predoadaant lnoo•• and wbea blgb protlta are ear.Del, tbey 

er e retnYeated ead the l ebouzo rel eeaed t1u.e to teohDloal 

). Hebezoler (1959) , p. l o~ 
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progreaa ta pertlall~ oODpeaaatea -~ the eztra ae .. ad t~ 
labour,. tor prodaolag oapttal IOode. 

ID perlpberel eeptteltaa, haweYer, reate are the 

pret!oataaat taoomea oa are apeat oa l11Porte4 soocta; ... 

therefore ezoeaa labour ta aot absorbed eYea pertlall~. 

'laDders (1964) taoklea the p~blea ot the etteottyeaeaa 

ot the pollo~ preaortptloa to oouater the ~eollae ia 70! 

a1ut elleaea that it the deoltae 1a -ro'f Is at.trtlnatet to 

the 4owonr4 1atlez1b111 t7 ot prloea and ••a•• la tile 

Oeatre then a t!OWDward abttt ta the perlpher.r'• a .... a 
~utton tor ezporta, will renlt ta uldq the Centre 

worae ott, tbroup ua .. plopeat, w1 tlloat utlag the 

Periphery better ott. Ia taot, b7 lowertq the taooae aat 

••plo,..at leYela ia the Oeatre, tt -..la aotuallJ hurt 

the LDOe b7 re4uotq 'he deuaa for ita ezporta. ftla 

ergnaeat aoea Dot take ta\o aooouat the prtoe taelaatto 

"•••Dt1 tor Iaporta ln LDC' • eat also ae- to aegleot tile 

taot tbat treAater• to the Ceatre lDOreaae the aurpl•• 

eYallable tor 1aYeataent and ooabtaea wtth blab W8cea 

senerate a srewtag acaresete t .. ea4 lee4!ng to an expeaaloa 

ot the alae ot the .. rket. Tbta polat la rettereted la 

Emmauuel's \beats (2.S). 

To au• up, tbe oruatel potat tn the P-S theata Ia 

that tbe apr ead ot teohntoel progreae baa beea uaevea eaa 

tbte baa ooatrtbutea to the tUYlalon ot the worlll eoODOQ 

lato lnduatrtel oentre and perlpberel prl•J7 pnt11.o1q 



oouatrtea, ldlere the pp betwea tbe pl'loea la w14eatq. 

The P-S aaelJ'&le was tu-... er aaalJMd ta the aeo

oleaaloal framework 'bJ' Bloke ( 195)) aat lolmaoa, wlao 

taoorporate teebatoel proareaa la the ltaalo traae aotel. 

Bloka (19S3) ah••4 that, tf tbere were no 

oouatl'lea - A ~ B, ot wblall oalJ' A srow• all4 B ta atapaat 

th•• -

(a) ezport 'bi&aecl (pro-tra4e) powth !a A woula lite tJle 

aut teY01ll'eble to B ( tf tbe aaftllpHoa ta that lAo•• 

remalu oo.aatall't ta l»otb oouatrlea). H••• prtoe of ezport 

or B rnaiaa ooutaat, whlle tba\ of A 4aoltnea leadiac to 

till 111pi'OY-8Dt la tf01' f'GI' 8; 

(b) tf tbe pro4uot1Ytty pt. a ta oonoentrate4 ta \he 

Import oempettng aeotor, thea it tavcara A the ... , ••• B1 a 

ftO'f feolf.ae. fte barter ft'! wtl.l .--aiD the ••••· 'l'llia 

tn•wrk wee farther •••eloped bJ' lltaba a.J. (1955) 111lo 

1aoorporet e4 the taoo .. efteot ta tbe toresotac aaal,.ata. 

He potntec1 out that tn orter to tet.endae the etteot of 

growth oa '101', &loth the pre4aottoa ead oouupttoa etteota 

of output ezpaaaloa alaoulfJ be takea tato aooou•'· 

lobneon (1967) turt~er elaboratet tbla polat ••• 

Bbapatl (19,S) aoo\et the poaalbllit7 of l•laerlatq 

sronta. 

!bua, t he B1oaD41aa aeauaptlon ot •tu•l opportuatttea 

of teobntoal progreaa ead e~uel atatrlbutloa ot ita setae 

laternatlonslly baa beeD r ontet1 b7 Stacer, Belop (1963) 



ent1 otbe;ra eatl baa beea zoeplaoecJ bJ' the tlaeata of uaequl 

opportualttaa of teohaloal prosr••• depeadlQI oa the 

aetwre or apeolaliaattoa. 

2.) f ABI.yL! U'fURNS TO 80.&LB 

Aaotbar ezpleaatloa ratatea the Bloazotlaa aaauaptloa 

o't oonatant retune to aoele a lob be4 earlier been 

queat1oaet b7 G~b•• (1923), Vtaer (19)2) ant Baberler 

(19SO). Ia reoeat )'eere elao aeYerel attempts baYe beea 

mete ha tbta tUreottoa. MelYla (19f-9) potnte4 out that 

the asftiiPt loa ot- ooaatut retune to aoale 1n the B. o. a. 
~eorem ta oruotal beoauae 1 t oallllot be pi'P'•• w1 thout Uaia 

aenapt1oa. 

Vartuasea. KelYla (1981) deYelop a 2 &Oo41 2 

oou11t17 1111.H!el wltere one soo-' ia pJtoduoed w1 tb t Dereaaiq 

returae to saele 8D~ the other with ooaataat returaa. 

7o apeott,y the ao4el -

(e) two goods (X, Y) @re pro«uoea eaob uatua 2 t•otora 

ot pr~~uot1~ft oepttal an• labour. Proauotloa 

tmaot!oaa are l~entioal '•twaea oeuatriea. 

(lt) P~t!u"tloa f'tlutlona or taf!trihal ttn1 tn botll 

iac!ltetr1ea are bOIIOfleaecma of 41egree 1. 

(o) Peotor 1otena1tiea differ betweea iaduetrtea eat 

ere noa-reYerelDg. X 1a eaaume~ to be rela'1~ely 

labour intenelve. 

(41) There ~re eoonomt.ea ot eoele !atenal to X 1DI11Bti'J, 

auob that tbe 1nflaetry profuot!on fuaotiatn ie 



ba.oaen.aoa of a decree areeter t~aa oae. 

(e) ftere ere two ooUDtrtu (L U) atoll JuaYe taeatloal 

oapttel-labour enaowaent rattoa. Ooaatr.r L 

boweYer baa aore of both teotore. 

(t) neaea~ la eaab oouatrr oaa be ~reeeate4 b7 a aet 

ot oo.auatty tacUtteraoe ounea, wlltoh ere 

ltnttoal ant boaothetto ta Mob oouat17. 

(g) !bere are ao 4o .. at1o 41atort1oaa exoept tbe 

external! tJ •attoae4 aboYe. 

Tbe7 aeauae tbat oouatrlea 4ttfer In alae to abow 

how taoreaatac retune oea 1atlueaoe the t!lreot1oa ot tn4e. 

The7 c1noutrate_ thea that there will extat et leaat oae 

stable equ1ltbr1um, ta ~lob the larse oouatr7 esporta tbe 

goett wt th 1aoreaa1111J retuaa. 

Thq also show tbat lnoreaalq retu:raa UT taplj' 

that oae oouatr.r, (but not botb) la worae ott at a tree 

trade equlltbrlua relative to autarkJ aac1 that beoauae or 
the produot1oa ezteraallt7, a a!lt!!!Er ooa4lttoa tor a 

-11 oouzatr7 to gala 1a tbat the prtoe ot lta export soot 

ia 1noreaaed b7 t~ade (reletl•e to autark,r); the •••• 

ooac11tion howeYer, la a sgtt1oleat ooadltloa tor the larse 

OOUDtrJ to 881D from trade. To abow tbe gatna troa trade 

U & K llluatrate the proble•, thus -
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Ia boUl \beae t1prea L &; s are pr~etq n4 ooaaal .. •' 

poiata A1 ••• A reapeotlvel~, 1D 'h• •'••••• ot trete. 

In tree tnde ooulltl'J ' .s proc:tuoea •' P ellcl . ....... . 

at c; tor oout17 L the eorn8»oDd1na po1Dta are P1 aad. 

o1• 'ftle trade veotor P1 o1 ••• PO ere ot eQ11al lenpb ••• 

alopea ea requtraa tor tra41111 equllU~rlua. Botb uow 
ocmnt17 L ••1a1DC troa trade elld s looalq. 

2. 4 !HI T>BP!J!PUQI !HISIS 

A ~•ttoell7 41ttereat ea,leaetlon oomea troa tbe 
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4 Latta ~ertoaa Pepeaaeao~ theoriata wbo aeek to exeatae 

the ua•••• dnelopaent of tlae world eoon~ aDd tile srowtaa 
plf betweu \Jle rlob aatl poor utloae. '&a~ eaaeatlall7 

ooatra•tot tbe Bloartlea eaauapttoa of the .,ualltJ of the 

pertaera parttolpattag la tateraettonal tre4e wbea tlaeJ 

deYelop the oore-per1phei'J relatloaabtp. !bla tbeo1'7 baa 

aeDJ Yeratoaa but we oaa quote noa Santo• ( 1970) tor a 

tetlnt tt Oil of 'depea4eao~' • 

"B7 ctepeadeao~ we aeaa a ethatton tn wlltoh tbe 

eoon~ of oertata oo.atrtea ta ooadltleaed -, tlae 

tnelopaeat eat ezpaaaton ot aaotber MODOQ, to 11lloh tJae 

t01'11er ·ta nbJeotea·. · '!'be relattoa ot taterdepaat!eaoa ••• 

aaauMa the toia ot tlepeadenoe., wbea aoae oouatrlea (tbe 

doalnaat oaea) oea expaat ana "be aelt auatatatq, aile 

otlaer eouatrlea (the depea•eat oaea) eu 4o till a oal~ •• 

a refleotlon of that ezpeAaloa •••••• s 
fte oonoept of 'te't'elopaent of uaterdeYalopaent' ta 

thua 1riillt arou1tcl the 14ea that oapltallaa aeoeaaartlr 

proctuoea oaulatt Yel7 arowlng t11ftereaoea betwaea the eore 

aad pertpheJ7. '!hta ta beat aeea ln the three bnotbeata 

put forward bJ :rraak ( 1966) • 

1. The t eYelopment ot nborc!tnate oouatrlea ta 

4. We ct eal here wl th the work ot r raak ( 1978) , nos 
Santos (1970), an~ FUrtado (1972) aad draw on tbe 
arttole b7 stei n (1979). 

5. Doe Santos (1 970 ), p. 109 1D Wilber ,. (197)). 
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ooDatraiDe4 by their satellite atetua. 

2. Setellttea expertenoe their ~eet••' eooDoato 

tevelopaeat 11" end When their Uea to their 

aetropolta ere weekeat. 

). '!'ode~' a 110at ulk1erctneloped reatoDa ere Uae oaea 

that bee! the oloaeat ttea to the Mtropolta ta 

the peat. 

CeDerelly apeektDC, the depudeno~ tlleortata eaaert 

that the developaeat of the PeJipherr ta reatliotea -~ the 

aarrowaeaa of urketa, 'b~ Baleaoe ot pa,..eDta ooutratata 

aDd by teohnologloal depeDc!eaoe. We Dow cttaouaa theae 

oonatraiata -

LDOa produoe e aarrow reage of ateple raw aaterlala 

tor ezport ( wblob haYe ••17 few ltrakase etteota ••• 1.1111 t 

the srowtb ot the tatemel aerltet). Bealc!ea, haooaea ere 

Y8'r7 unequal, aac! auab ot tlle eurplue tlowa 011t of the 

oonnt17, ao that the uae aerket tor ooa811aer poe1a ta 

ltm!te4 in atze. 1 Iaport .abat1tuting' taauatrteliaettoa 

1nvo1Yea oep.ttal tatenatye teohntquea, 111ltoh perpetrate tile 

low wagea eact keep the aerket narrow, further ooaatr1ottas 

deYelopaeat. Purtec!o (197)) auggesta e further f"eotor: 

oonau~~ptlon pettena DOD& the elite ere oop1e4 troa tboae 

ot the more ac1Yenoed oountrlea, aDd the re8Ult, ta to btea 

demand towarda Imports or goode produoed bJ oapltel 

1ntena1ve methoda, tbua relntorotna the problea. 

Tbe BOP problem ta pertlJ expletaec1 bJ tbe oonaumpttoa 
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patten• tn LJ>C.. Bealdee, the aCH!en pnt!uot1oa Mthote 

require taportecl oepttal aoocta, laportect ooapoaerate aat1 

aaterlale. Bot oal7 tbla, the 4o.Saeat oouatrt .. beoeuee 

ot their ttuaolal powera, pta ooatrol OYer the p~uotl•e 

reeovoee of the ctepeaaeata ana extreot tna thea, la 

tatereet, proflta allt other papeua, - wlltoll tar exoe .. 

their r..t. tteDOe• to \be Pel'lplleZ'J'. fte BOP la tllae a 

ooasterat proltl•. 

La·etly, a~ eaphaalae the teoh.aologtoal clapeacleaoe 

of ae pel1.pbe17. · fte tHimoloatoal procre•• aatter tile 

ooatrol ot the Oeat~e aeta 'h• oo....,~ioa patterae aaa 
thua beo011ea the cleo1at•• taotor la the a'-1'\loturtq of the 

pro4uot1Ye epparatua of the perlpber,r, wbloh la ooaaequeaoe 

'-eooaee c!epeadeat. stacer (197S) reiterate• title aea lle 

••1• thet •tbe oae-a14e4 oonoeatrattoa of teobaolog la 

abenoet eoutrtee onatee a ooa41tloa, both ot ooatta•e4 

aDd aberpeat-s depeaaeaOJ aD4 uaeaplo,aeat eacl taeqaaltttee 

wttbla the deYeloplas oouatrte•.• 

Ia reo eat )'eara ... e I"'le ot tile 1010• a la ooatl tloalq 

eat atrenathealas 4epea4eno)' baa beea .. phaalae4 b7 Muller 

(197)), SuDkel eac1 o\hera. 

Tbla theeta baa beea treQ.Untl7 orltlolaed •• not 

betas bsae4 OA f aot or loglo, ead rreat•e hJpotheeea ta 

partt oular, are salt to be eubJeet to the •poet boo, era• 

pr opt er boo• t al l ao7. 

Brewer, on the otber heat, pointe out ·tbat ell tbe 



)It 

ar&UJI8nta at1YenoecJ b7 the t1 epeadenoy theortate btnse oa 

an tmpltott aeewaptton of a prec1eteratnet1 )lBttem of 

epeotaltaatton between oountrtea and to gtYe a aolld 

foundation to thea• erpaente tt la eaaenttal to prori4t 

en explanation of tbte pattern of epeotallaattoa. Jmmeauel 

1n hla tJ.I. tbeeta oYerrulea thle obJeotlon wheD he 

eaphaalaea the tnooae poattloa ot the ooaat~ rather thea 

the pattern ot apeote.ltaetton. Ballaeauel thue eupporta tbe 

depend!DOJ theef.a wttJa bte aJlal7ala ot lat•rnettoDal prtoea. 

2. S '1'BB !lDQUIJi IXQIIAIIJB mpia 

Bmmeauel'a ~.B. thea1a olD be eaatadleted la the 

loJ18 trat11 tlon ln . dnelcrpment eoonotdoa. It la a llixture 

ot the etatto 'uaratraeaa' er~aent, wf.tb the expeotattoa 

ot a 4eter1oratton of ~OT ln LDCa. lmaaau~ Yeb .. ea,lr 
tnateta that the phenoaeaoa of loq run t1eteriorettoa of 

TOT of 'ftllrt1 Worl4 ta ,laenltaebl• .. w&tbln the traaawork of 
.-

preYelllDS tbeor.r, •••·- ••1 attempta to •••• it bJ patttaa 

forth explenattoaa baaed on elaattottlee ot a .. eat1 ·~ 

qutte Yetn, end ere tn taot poet-taotaa e4Juat•ente wttb • 

Ytew to aooouatdag for troubleeoae htatorioal teota. Tbua 

onlJ a tboroulb £••talon of tbe tbeor.r woul4 eaable lt to 

oope wltb the reelltJ. 

He therefore puts forth the U.E. hJpotheate wbere 

he retutea the two moat baato hrpotheata of tre4tttoael 

trade th!OI'J' -

(a) netel'lltnatt on of prtoee b:r tbe urket- Be nba'l 'u'•• 
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tor \bla •• taatttattonal ,.,.~ •• tton or ..... ~ 
(b) !he t.aobtllt~ of la&tour alld oepltal - thta ta 

repleoed bf a relattYe .oblltty or eepttal, 

ntttoteat to at•• rtaa to a taDdeno~ tor worlt1-

wt~a equaltaattoa or the rate or prottt and • 

relatlYe l..oblllt~ of labour allowiDS OOD814erable 

preaeteralaad t11sparlttaa ln was• rates batwaea 

ooaatrlea. 

'l'b.e purel7 lostoal aapeota or this 11 tereture, 

oonoern the exteliaton or tbe lfanlst trenstonet1oa probl• 

to the sphere or lnteraet1oaal traae. fta arpaeata are 

praaeated ta lfantaa Yalue tbeorJ teras, but \hair aao

olessloal oouaterpart ta •• follows - u.~ arlaaa troa 

the taot that ••sea era blgber tn \be t1aYelopat1 Rortb, 

tban tn the daYeloplq Sou\11. Trade, uat1ar tlleaa 

oondt tloaa la 1111aqual to tbe South, ln the llO!'IUtlye •••••• 

that lta 'lOT an4 laooae leYela, are lower thaa tbar woul4 

be under a Pareto-ett1olent tra4e arrens .. aat, allowtaa 

tor perteot laternetlonal labour aobtllt~. 

Th• tatO!! poattloa of tbe qqpatrz. ratber tbaa ''' 

patte£D or trede and aoeotalleattgp. •• a aouro• or Jbt 
expeote« traps! or TM te atroylz wpbaataet ta Ql! 

tbeata.6 
Aa an extenaton, aoreoYer, a 4JDaato "r•••rae 

Ml dee touob" la incorporated 1nto tbla \heats Ytz. - •DT 

6. s taser (1975) alao atreaaee tbta point, 



good whtoh enJo7• faYoureble ~or while 'etac ta the 

proauottoa ud export aomata ot the rloh utloa la ezpeo,e4 

to baTe tbe Tot tread reYerae4 oaoe Ita produotloa ••• 

export are 'akea oYer by tbe poor. 

The v.B. theala ta reall7 a aeaeralla_. fora of the 

P-S t. Lewia aotela7, eat oan be uaet1 to ahw the taequa11t7 

ot tbe tren..taatoa of the beDeftta of teohaloel ohaacea. 

t'aldq •• the atertlns pol at the 1atenaat1 oael 

equ111br1um, w1tb ••s•• st••n autoaa.oual7 ead the rate 

ot profit (powtb) equal1ae4 1aternattonall7, Satcel ,ahowa -

• I 

" - '2. WA 

' · '2 
WA 

where A ana B en 
the two oouatrtea 
aot1 1 & 2 ere tbe 
aooda. 

2 
Here WA retera to oouatr.r A apeotal1atac ln ooamoa1t7 2, 

eat! W~ refera to oountr.r B apeotaltatng ta ooaaot11 t7 1. 

Bow, en tmproTeaent ta produot1Ylt7 of labour tn A, 
2 2 i2 _2 

will shift WA WA tunotton upweraa to A •A· Wblle aa 

lnoreeae l~ ~S6• tn B, wtll ahttt the W~ W~ tanottoa 

1. Tbta ta deaonatretea b7 ETaaa (1976) ua1ng satsal'a 
m.odel .. 
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Beao•, 1dlea tbere ta ea laprOYeaeat la pro4uot1 Y1 t~ 

tn A, at anohuced naee, llblhlq ~ •i upwarc1a, the 'rot' 

wore• tor oout17 A (a alltn troa n to B ta a t .. ltae la 

ttO!' tor A, wldoll apeotallaea la eo .. ctlt~ 2). !laere ta 

be~rever e r!ae la "e nte of profit (&rowt!a). 

It tllere ta • •'••cau•' riae tn tbe •••• lll oowatQ 

a, ref'leotea 11i •L W~ ahttttaa 4owawar4a, aad reatol'lq 

pnttta to preY!oua levela, tllea, there la • further 
. 

t!e\ertonttoa ta tile tft'U of trade tor tJae low wap 

oouatr.r A, lbowa -~ r. 
!baa tt there !a • ttl f'tereaoe la '•rcetat~ac power 

of workera ... , .... rloh aac1 poor oouatrlea, the poor 

ooutrlea wlll lte paebe4 turtlaer ad farther late aaeqtaal 

exola•lll•· 



CHAPTER III 

TBB UDQ.VAL D:CJWfG:I BlPOTHBSIS 

3.1 IN!ROPUOTION 

One ot the maJor explanations tor the deterioration 

of terms ot trede :is the Unequal bchange (UB) thesis. The 

term 'U'B' is not new, and has often been used, usuall7 Ye~ 

loosely, in the context of monopoly pricing, transfer 

prioing or differences in productivity ot labour over 

countries. 

It is Emmanuel's theory ot 'UB' set out in his book 

"TJnequel Exchange: A Stucly ot the Imperialism. ot Trade -

(1972) that is dealt with here. This theory is "••••••••• 

aimed at ••••••• eeonomtsts ot all tendencies in a oommon 
1 

language •••••••" and is thus, in eomplete oontrast to the 

main traditions ot Marxist thought on imperialism and is 

equally distant from conventional non-Marxist theories. 

Unlike the Marxists. who generally identity the mainsprins 

ot imperialism either with the development ot monopoly in 

exohenge (Frank} or in production (Lenin), or with the 

expansion or capitalism at the expense ot pre-capitalist 

modes of production (Luxemburg), Emmanuel studies the 

imperialism of free trade. He claims that free trade 

between two wholly capitalist countries, oan still be 

1. Emmanuel , ( 1'9;7.2) Appendix II, p. )2). 
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•unetual' eat thla oaa be the faaatatloD of tbe .. aalye 

tneq\lall ttea nat edat in tbe worla eoODOJIT. 'ftle 

aeoheat .. that be uaea to explain thla taequallty doea 

aot reat on ._, .aaopolJ bT oepltaltat ft~, n•ttbe~ toea 

!t iDYol.Ye •Ill' exentae of ahte power Ia latenettoaal 

relatloaa. 

Wbet he ~oea Ia to extend Karz•a tbeor.r ot plioea 

ot protuotloa to the t!eterlllaa·ttoa ot tnteraatioaal prtoea, 

uklq tile It~ aaSUIIptl ona that cooaa eat oapl tal ere 

mobile 1nteraat1oaally, while le~ur power ta not, ao tbe.t 

prottta aad prtoea are equallaed lnteraettonall7 bJ 

ooapetttton, wblle wee•• are not. 

).2 ommvu 
Tbe u.l tbea1a launohea a two-proasea attaok oa tbe 

ertattag literature on the poblea: 

(a) On the theoretloal plane 

(b) oa tb e praotloal plue. 

).2.1 On the )heoretloll plge 

!'be oleaa1oel aooaoatata bat reoogataed the tHt 

tbet 1ateraet1oaal exchange Yelue would aot be deterataed 

tn the •••• wa:r •• Yalue tn the national •net. 'l'll!a 

ctltt"erenoe betweep aettonal and tntenatlonal yalue aroae 

·oat ot the 1-.ob111t7 o~ taotora of proctuot!on. 

Immanuel oontenda that, !a reellt7, tbe Oleaatolata 

were only Interested tn equal1aatloa ot the protlt rataa, 

atnoe ••a•• were, alwaJ• end •••r:rwhere the ••••• beoauae 



1rredue1ble. Marx mod1tte4 Rtoerao•a eonoepttoa ot wacee 

b7 tntrot!uelJJC. e eootal ana h1atortoal element tn tbe 

aeterlllaatloa of the Yalue of labour power. Tile ooat of 

ll'Ylq thea oaaaea to be en 1avar1altle ctatllra. EYe with 

tb1a aoctlt1oat1on there ta ao dtttereaoe between tbe 

Btoarcttan end Marzian theories tn the tollowins oaaea -

(a) both faotora are mobile 

(b) both teotora ere Immobile 

(o) oap1tal 1s 11D110blle en~ labour aobtle • 
. 

~- It la onlJ la the oeae Where oapttal ta aobtle ana 

lebour 1-obtle that the 2 ayat- dl vera•: tn the 

Rloarctlan SJ'etea there ta no ctttterenoe between aattonal 

end lnternettonal Yalue; tn Marx'• B7&tem, however, prtoea 

ot proctuotton oaaaot apply wttbout soma aodttloatlon, ataoe 

theJ' reealt troa two equal1aatton prooeaaea, proflta aa4 

wssea, enct here wasea oaa ~~ tter eact s ·fteot prloe, while 

proflta are equaltaect - l.e. prloea oen ao looser be ~. 

same tn both the settlaaa, aattoaal ana tnternatloaal. 

It ia tbta leat oeae thst X...nuel la intereatect 

tn, wbere \bare ls autttotent aob111ty of oapltal to 

enaure that eeaenttally 1nterna\lonal equallast1on ot 

prot!ta takes plaoe, onct ntt1o1ent lmaobiltt:y of labou, . 

to ensure dttrerenoea 1n wages, so that a ao41t1oat1on Qt 

the propoaltlons ot prtoes of produotlon la aade aeoeasar,r. 

Tbua, on tbe theorettoel plane, Bmmanuel ua•ertekea 

the teak of tntegrettns lnternettonel Yalue tn tbe senerel 
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theory ot Yalue. 

).2.2 On Sh• praot\oal plage 

Rlo,rdo waa tntereateC(r. oalr ill allowtq tbat tree 

trade would benefit the world and the parties lndulalag 

ln trade. Be waa not reell7 tntereatea ln the toraetton 

ot tnternatlonal enbange •alue. fteretore, la Ilia faaoua 

ezaaple Rtoarc1o had abown that after adopttq their 

reapeotlYe apeolallaattoaa, both oouatrlea sata, but the 

proportion tn wblob tbe sala 1a abere4 1• not 1nYeattgate4 • 
. 

The do .. atlo relat1•• prtoe ratios ot tbe two oouatrlea 

eet tbe lladta to tbe formation or taternatloaal Yalue ant 

tta preolae t!eteraiDatloa na lett to tbe reolprooal a-aaa 

of the two ootantrlea. 

It waa tbua eaaurec1 tbat uac1er aar olroaaataaoea, 

trade lt not aotuell7 beaetlotal to both, would ••••r bara 

••7 oount~. 
'l'be tena ot tracle between aarauraotuec! poc1a aa4 

prtury goode baa alwe,-a 1atereate4 aooraomlata aacl •• 

potntect out in Chapter t, tbe olaaaloal eooaolllata baa 

been unreaerYe4ly peaatadatlo about prtoea of maauraoturea, 

ana uaheattatingl7 optlm!atlo ea regards prloea or prt .. r.r 
produota. Aa Torreaa put it • ••••••• the Yelue or raw 

produoe ta, tn the progreaa or aootetr, perpetually 

1noraaa1DC with reapeot to aanutaotured aooda.•2 

2. Robert Torrens • Baaa7 on Pro~uot1oD or Weal'b 
(1 821), p. 145. lmmenuel op.ott. p. zztz. 
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It waa oal7 after the aeoond world war that eoonomtata 

bepa to queatloa Ulla ooaplaoeao7. Tile deterioretlOil ot 

!'O'r tor ~· L»C' a, tile ezportera of prlmer;r pro<!uota wa 

botl7 debated. lxplaaatlona were baaea aatal7 on prtoe 

elaattolty of , ... ad, tnooae elaattotty ot deaand, 

developtaeat of Q'Jltbatloa eto. 

-...auel however teela that tbeae ettorta .. de to 

explain tbe oppoalte tenaeno7 8bown by reallt7, without 

breaklug out ot tbe traaework ot tbe ooaperattve ooat 
. 

dootrlae, were •rely :rattoaalta~ttona. 

Be attrlbutea tbta tatlure to the taot that there 

ta ao ~n~oh tea4enoy·_oharaoter1etlo ot oertata produota. 

The -.oraeatq of TOT tor prlury protluota• la aa opttoal 

tllualon. It reeulta frea a .tatakea ldeattttoat1oa ot 

exports of rloh oountrtea wltb .. autaoturea an4 ot export• 

ot poor oouatrtea w1 til prlal')' procJuota. 

•!be oopper of Zaabla, or the 00DSO 8D4 the COld Of 

s. Atrioa ere ao aore prl .. 1'7 than ooal wbloh waa oal7 

Jeeter4e7 oae ot the oblet exporta ot Greet Brltata ••••• ; 

before the7 are exported oottee, ooooa, end oottoa (eap. 

oottoa), have to an~er1o a .. ohlae prooeaatna ao leaa 

oonal~erable (lt not more ao) than in the oeae of SWe4lah 

or Canadtaa tlaber ••••••• ; beaenea aa4 atloea ere no 

more primary than meat or 4al1'7 procJuota. ADd yet the 

prloea ot the former deollne, while tboae ot the latter 

rtae, and tbe oal7 oommon oberaoter !n eeoh o~•e ta tbat 1 



the)' are reapeottYel,., the proc!aota of poor ooaatrtea ana 

rtob ooantrtea.w3 

one of tbe aoat atrlktag exeaplea olted b7 -...auel 

ta that of texttlea, wbloh were foraerl7 a.ong the pillara 

of the wealth ot taauatrlaltaed oountrtea parttoalerlJ' 

Britain '-' wbtoh, ataoe the)' haYe beooae the apeolallt7 

of poor oountrtea, harctl7 fetoh atanet!. on wacea tor the 

workers, eYeD with ap-to-4ate teohatqaaa. This leada hta 

to the queat1 OD - .... there b7 aa ••zlq oo1aott1enoe, a .. 

reYeraal ta elaattolttea of ~ ... act at the aoaeat whea tbe 

ohaage of looattoa took pleoe1 

Bamaaael thua, on the preotloal plaae wdabea to 

tnYeattcate if there are reell7 oertata pro§uott that are 

under a oourae, or whether there ta a oertaln oetecgrr ot 

oogatrtea, that, wbateYer tbe,r proa.oe, elwa7a exobaage a 

l arger aaoant of tbetr aattoaal labour tor a ... ller 

aaount ot foret&D labour. 

) • ) MftBOpOLOGX 

In or~er to aooompllab bla teaks, Bmmaauel beaina 

b7 expltottlJ' t1et1D1q a taotor of pro.,uotton unter 

oondtttona of the produotton relatione ot ooa.oclltJ' eoono117, 

oapttallat or pre-oepttallat, aa "en eatabltebed olata to 

e prt .. r,. ahara tn aooletr's eoonoato proaaot."4 

) . Jamanuel , lblct , p. xxx. 

4. ~Duel , 1b1c1 , p. 1. 
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Thua dettaed, the teo,ora of prodaotton ln Jamanuel'a 

theala are labour, oapltel, rent ea4 la~lreot taxes. 

Jamanuel deale wltb ~· dete~ae,loa of equlltbrtua 

prloea tn internal •• well ee extel'IUil exolaaace, aDd ehowa 

bow trB ... rs•• ta the latter. 

). ). 1 Iateraal •!lUtll br!u-a Prloea 

He dlaouaaea tbe tor.atloa ot lnteraal eqatltbrlua 

prloea under two types ot produotton relattoaa -

(1) staple oo111B0tlt7 protuotloa 

(2) oapltallat preduotlon. 

t1) Under almpla oo .. odltJ pro~otloa labour le tbe oDlJ 

taotor - the oDl1 baala tor a olala oa tlaa produot ••• ta 

thla oaae tt .. tea Do dtttereaoe whether exohaage ••lue 

la .. aaured bJ tbe a.oaat ot lab~ eabodlef or bJ ita 

reward, 1. e. tile lebov tbaoQ ot •alae eat the ooet ot 

proctuotton tbeor,. aaouat to tbe ••• here. 

(2) UDder oapttallat produotlon we oaa aceta 41at1n~Qlala 

2 ••••• -

(a) when oapltal anf leboar are uaea tn equal proportion• 

ta all ltaee ot produotlon. The dateradnattoa ot 

••lue tn thta oaae la al.tlar to (1) abo••· 

(b) Wbea oapttal and laboqr are uae4 tn 41ttereat 

proportions, •• happen• ueaallJ, thea the 

oaloulatlon of exobanse •8lua on tba b88la of 

reapeott•e aaouata ot taotora ana oalouletton on 

the beale·ot ooet ot produotton dlYerae. Ia teot 
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here, "the ezohaqe Yalue oeaaot be torraed apart 

troa the reweraa of the taotera, aiaoe the o&lT 

oomaoa teaoataetor between the two taotora, that 

ukea ~e aaa of tbelr •ounts oommennrable ls 

the rete at Wbloh theT are r ... rte4.•5 

It ta here that ..._noel deale with the treaatoraatton 

ot Yaluea into prloea of prohotlon aacl oontenaa that Marx'• 

prtoea or produot1oa are e~u111brtua prloea. 

).).2 .bteryl Xgu111br1ua P£loee 

Jmaaauel eX..iaea whether tbe prooeas bT Wbloh 

lateraal ezobenge Yaluea ere torae4, ooulcl be applied to 

exohaage betweea oouatrtea. Here be eaaa.ea that -

(a) there ere oalT 2 taotora, labour aad oapltal, 

(b) there la a perteot a7atea of tree tracJe, 

(o) transport ooats ere lporet. 

It ta polated oat that, tbere would be ao 41tterenoe la 

1nteraat1oaal exoh•DB• Yalue tormattoa exoept tor tbe 

tntluenoe that tbe polltloal teot ot 41Yla1oa ot the world 

into oouatrtea, aa7 ha•• upoa the aoblllt7 ot teotora. 

•tr taotora were aa mobile outside ooaatrles, as 1aalc1e tt, 

the speo1t1olt7 ot laternatloaal Yelue would Yaalah eal 

the propos! tlou of prices of prot1.uotloa aet forth tn the 

oontext ot tnteraal exohanae, waald be adequate to aoooaat 
6 tor •117 and •••17 exchange, whereYer lt ooourec1." 

5. Immanuel , lbl~, p. 15. 

6. Emmanuel , 1bt d, p. )7. 



Immoblll\7 ot taoto~a has thua beea \be baata oa 

wbtoh eooaoatata tD general haYe diattagatabed between 

national an~ tateraattoaal exoheage Yalue, taaptte ot the 
7 paradox tllta let to ta the Jlarrlat aollool. 

• ~auel oltea •pt~toal end atattattoal eY14eaoe 

to ebaw that in ~eallt7 oapltel ta mobile tnteroettonallTa 

lea41DC to a ten~eno7 to profit rete equaltaattoa 

iaternattoaall7. 

Besar~tas the wece rate, boweYer, he polata out that 

there ta not the 811glltest hint ot a teateno7 toward• ~• 

equaltaattoa ot wac• ~atea tnternattoaall7. In taot, be 

eattutea that, allowlna tor the tUreot ana la4ireot 

aootel beaettta, the ayerase was• in the DO' a ta about 30 

tl•ea the aYerese wage la tbe ~O'a, or ellowtns tor the 

ctlttereaoea i n the lnteaa1t7 ot lebcar9, about 15 ttaea. 

1. -rhe para4ox lies in tbe teot that the Narxlata lllao 
baYe paid eo .uob etteattoa to tbe pbenoaeaoa ot 
llls rattoa ot oapltel tn aearob ot htper prot! ta 
(eoonomio laperlalt .. ) aooept that laternattoaal 
Yalue ta foraect as though the oepltal teotor la 
oo11pletel7 1-obtle ud there la ao teadeao7 to 
equallaatioa ot tba rate ot p~ottta on the worla 
808le. 

8. He r aters to the 'm!srattoa ot oapital' in the •roac 
4lreot1 oa, i.e. troa Lno to rlob oount~lea aa 
eyl~enoe to abow that e, ualtaation ot protlta toea 
ooour. 

9. Be eattmetea the lnteaelt, or labour - the oatput .ot 
labour g1YeD tbe aaae equtpaent - ot the aYerece 
worker• ln LDO et 50-6~ ot that or the •••nee 
worker 1a DO. 
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JaaiiDttel tbua oonatruota hla 110t1el oa ~· -.eata or 

tile eaamrapttoD or aobtl1ty of oeplta110 eaa 1-obtlft~ ot 

labour. 

••• tt the two oouatriea beYe •!lfterezat wep leYela, 

there ere 1m! poaatble otrouatenoea uat9er wbtob protl ta 

oan attll be ectuellaect between them, tr1 thout an~ protaot 

heYlag two di~fereat prteea (wbtoh ta ralet out b7 tbe 

aaaumpt1ona or ao-tltty of cooda and tree oompettttca). 

( 1 ) WheD tb.,- produoe tbe aau goot9a - In tbla oeae 

protlta oen oal~ be eqaallaet it the high nee oount17 baa 

hlsher protuot1Y1t~, ao that their prloea ot produottoa 

are the ••••· In thla oeae \be was• dlttereaoee oorreapoa4 

(under oondltlona or perteot treetoa or trate end oa.petltloa 

end equaltaatlon of p~ottt rate) to, ana are expla1ae4 b~ 

produot1Ylt7 ~ltt~reaoea. In teet tbla te the oalJ oeae 

where proc!uott rl tJ' t!eterstnea wacea. 

:11Bman11el eooepta thet thla explanet1.oll appllea to 

aame goode, ~t be doea llot treat lt ea the aor.al oeae. 

(2) Whea tbq proc1uoe WhollJ' tUtterellt ooaoc!ltlea. -

Iu thla the ~re aeaerel oeae, the two groupe or oountrlea, 

Ca aaa LDCe ~o .!.!!! expert tbe ane produo ta ud tb e problea 

of oompetttlon between groupe on the oommodtt~ market doea 

not ertae. !be7 apeolellae tn wboll7 atttereat produote. 

10. Be pointe out howe•er, that "whet N&ttera 1a not 
whether mobtltt¥ ta perteat or 1mperteot, tn ttaelt. 
but whether tt 1e autttolent to bring about 
e~uel1aat1on or protlta" - p. 44. 



!fhia te tbe oaae in whiob ueq:ual exobaqe oen 

oaour, beoauae 1t oae soot ta proc!uoect in a ht&b •c• 
country oct the other ia a low nae oountZOJ (wt til the aaae 

1 

amowat of K: & L) thea tbe prioe of eeob aat refleo• the 

t1fterenoea in ••sea. 

).).) Uneggal Bzob•DI• 

Kmmanel 41souasea two fol"Dla of unequal ezobaaae: 

( 1 ) tJ& in tbe broact aaaae 

(2) UB tn the atrtot seaae. 

We Dow ele~rete eaob of theM -

( 1) ~1• ta the Prl•ry fora of llOil-••utYalenoe and 

arteea aerel7 out of the trenaforaatton ot Yaluee iato 

pr1oea. The eesua~ttoaa made here are: 

(e ) !here is aompetttlon between oapttala leadtnc to 

a ten~eno7 to profit equallaetlon 

(b) !be eeme rate of sarplua yelue (aeme general was• 

rete) preYalla in eaoh oountr,. 

(o) Total aurplua Yelue • total protlte. 

(4) '!her e a.re two BJ'&teu A&. B, eaoh of whtoh ia uta 

up or ) 'ranobea; tbe organ1o oompoaitlon of 

oepttal (OCO) is dttfereat between these branobee 

and al so between tbe two 878tema. 

(e ) There 1s 8 predetermine' pattern or 1nternet1onal 

apeo1al1aetion. 

We bestn wttb the auterk7 poa1tione of -.ret••• A & a. 
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III 
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40 20 20 80 \! 20 80 

so 10 10 70 )). 33% 20 ao 
)0 )0 )0 90 20 80 ______ .,.. .. ________ ._._,_._._ ... ., _______ ..,._. _________ ,..._ .. __________ 

120 60 60 2ltO 6o 240 - - - .. - .. ~ - .. - - - ~ - ~ - - - ~ - - - ~ - -
Now, whu ~·• oil'Oulatlon ot oapl tal la 1ntro4uoe4 

between thea• two -.rateaa, there 1a en equeJSaation ot 

r et!!_ ot prottL 

At thia po!ut, i amanuel lntro«aoea a dlattnotlon 
I . )11 between constant oapltal lnveated ,K and oapital· ooaaa .. a, 

11 . K 1a 14ent 1t1e4 w1 t ll ooaetant oapl tal and 18 tbe awa 
ot oonatent aapltel both f i xed and olroulettng and 
Tarlable oepltal, w•\lht ed bJ their reapeotive 
turnover retea whatever t heJ may be in eeoh particular 
oa8e. p. sa. 
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aa.cl aaiiUilea that the latter la ooaataat to aeutrallae ita 

etteota aDd better brlas out the etteota ot K upon prleea. 

The 2 qateaa aow together-

- -c,. 

-
A 

B 

-
-
-

&: 

- -
240 

120 

- - -c v 8 

- -- - - - -
50 60 60 

so 60 60 

- - - -
(O+V+8) 

- - -
170 
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-
-- -
~ 
L.l: 
- - -

-- - -
Profit 

---
ao 
40 

-

)60 100 120 120 .340 120 

- - --P.o.p. 

- - -
190-

150 

)40 

-
- -

- -
-
-

- .. ~ -
It 1a now evtdent thet, the peat ana present laboar 

conaume~ in pro4uotton tn oountrr A, obtetna tor 170 ualta · 

ot ita national labour, 190 ualta ot lnternattonel labour; 

while B obta1aa 150 untta ot international labour tor 170 

units ot its national labour, i.e. the pro~uote ot A • B 

that embo~7 the •••• aaount ot labour, paat eaa preaeat, do 

not exohaage at par (i.e. 1A • eB), but 1n proportion ot 

190B • 150A ( 1 A • 1. 26.9). 

This la tbe type ot aoa-equ1valent exohaase 4iaa.aeec1 (( 
12 b7 Jlan. A. :1. however 4ea1es that thts is UB, thoup 

there ta a traneter ot surplus from B to A. 

(2) UZ in the str1ot sent! 

!bla arlaea clue to unequal ratea or eurplua value ta 

the two oouatrlea. !be eeaamp,loas here are: 

12. Hie reason• tor aotng ao are explat ne~ 1n ).).S. 
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(a) Ooapetittoa of oapltal leadtaa to equallaatlOD 

ot profit ratea. 

(b) trnequal ratea ot nrplua Yalue ta A • B. waa•• ta 

A are 10 tt•• a a hlp •• 1a B, ltut allowtac tor 

cJouble the tateaa1 ,,. of lat. lD A, aa ooapetec1 to a, 
tile ooat ot labour power in A 1a 5 't•• tbat 111 B. 

(o) Orseato ooQoat tlon of oapt tel Ia uaequal (in tbe 

u .. ple allcnm here) 
1) 

c,.. 

A 

B 

!be two -.rateaa, tn thla eaae appear •• -

0 T 

240 so 100 

120 50 20 

8 (O+V+S) ~~ 

20 170 )).33?6 

100 170 

Pro- P.o.p. 
fit 

80 2)0 

40 110 
_____ _... .... --~ .. ~---... ·-----------~ .... ----------~-... ---... --
)60 100 120 120 )40 120 )40 

Bere tbe t eraaa of exobaqe ha'Ye woraeae4 eYea 

farther, ataoe aow 2)08 • 110A t.e. 1A • 2.09 B. 

It ahoal4 be aotecJ \hat the tbeo17 ot t1K toea aot 

rater to tbe aaoaata aotuallJ' prochaoed and tracJe4; tt ta 

a theo17 of prloea, of the teru of ezoluuace anc1 depeata oa 
I 

the ooat per Ulllt of eaob produot aac1 oa the nee rate. 

1). If the 000 wer e eqaal, t.e. lt K • 240 ta both A • B, 
then tbel r pr oduote ••bodJ'lD& 110 bra. of l,b,ur, 
would exobanae at 2108 • 1)01 ( .e. 1A • 1.&8). Here 
tt 1a olearlJ' t h e 1nequel1tJ' of waaea, oeterla 
perlbue, that l e the eauae of the unequal exohaqe. 



52 

-unequal ezobaage ta tbua the proportion betweea 

equlllbrlua prloes that ls eatabl1abe4 \bro~ equaltaattoa 

ot profits between regtona tn Wbloh the rate ot aurplua 

Talue 1a •taatttuttoaall~• dlttereat, taatltuttoaall7 

Meniq that, tbe7 are tor whate•er reaaoa aataguercted troll 

ooapetl tt•e ecauallaatt oa on the reo tor aarket ant are 

lndepeatant or reletl•e prtoes. 1 ~ 
Tbe oruolel asauaptloa aacte here ta that wegtt •r• 

the lnctepegcteat Tarlable, enct lntultl•• end emptrtoal 

grouada are ortered to support \b!a ooatentlon. 

3.~ ). 4 The th!fD ot wa«el 

Jamaauel ctoea aot aooept ~· olaastoal proposltloa 

ot wage ctateralnattoa b7 the ph~tloal aabalataaoe ••••· 

Instead, he adheres to the Kardaa poal tton. lien had 

lntrohoed the blstorloal ud aoral el .. at in the 

ctetermtnatloa ot wages, thua actdlag a ••• dt .. asloa to the 

btologtoal beals ot weces. a.aauel bullda ap hta entire 

theo1'7 of wages on a phrase troa Marz'• Capital - • ••••••• 

ln a g1Ten oouatr,r, at a al•ea perloct, the ••eraae •ueatlt7 

ot the aeaaa of nba1steaoe aeo••••l'7 tor the worker lt 

also glTen. "15 

a.maauel tberarore oonteada tbet bare anct aow, all 

other thlaga belug equal, the equlllbrtua waae la 

14. Jmmaauel op.olt. pp. 6)-64. 

15. Ji:rmnanuel 1bl4, p. 109. lfan 'Oapl tal' - 1&171. 
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•aoaethtag giYea•, •• tadepeateat Yarlable. !ble 

•a .. tll1118 at•ea• te oallet1 •taetttutloaal' beoeaee It te 

baaea upon •• •• a aootal llelac, upoa ••'• a..aa alhl 

•a ... ad• oa llre•, •• tbe~ haYe been abapet b;J a ••r.r loa& 

aaa elow prooess, ta wbtoh the ao~ate4 bo4~ ot 

tret11tton ell4 bablta pla7a a oi'Uolal pan. 

It la alae polatecl out \hat aiaoe •a' a ae84J.a 

uaderso htatortoel eYolutioa, tbe lnat1tut1onal taotora, 

that aeter.dae tbe eqatllbriua ••c• ta the ttrat 1nataaoe, 
. 

are not aootdeatal ezoaeaoue taotora, but are in tbe flaal 

taeteaoe, baaed upon the eoaao.lo touaaetlona ot aooletJ. 

It 1• the uneYea aaYelopaeat of tile world, that bee 

tleteralaed tbe dlffereaoea 1D the aabslsteaoe alal.aa, aDf 

the atttereat •a .. aaae oa lite•, ••• there~ the 41ttereaoes 

la wece leyela. 

Ia order to explala •bJ this hlatorloal-aoral el ... at 

ohnaea oYer tlae ua 1 te 41ttereaoe bet••• oouatrles, lle 

takes reooarae to polltloel or trede-ualoa taotora. 

It ls further 1aalatea that ~ere la a 't11aleot1oel' 

lnteraotloa ~.t .. aa the aoYe.eat ot wac•• ana eooa~o 
deYelopaeat. Eoonomio deYelopaent b.r oentreltelaa workers, 

bJ' oreetlag the need t or higher lnele ot ak1lle eto., •tee 

oondltlons sore taYoureble tor trade ualone end polltleal 

aotloa · to laoreeae wages; oa the other hand, blgh wasea 

alao teYcur deYelopaent , so t•at • vlotoua/Ylrtuoua otrole 

ot wase leYela end deYelopment ta set up. Tbua, ta the 
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o011text of a loq eaoup ttaeaoale, wecea oeeae to 'be the · 

tnttepeaant variable, eat! beooae part of tbla olrole •. 

).).S ptrtereppe between ~be two torma or VP•qgal Bxqbeace 

It ta olataecJ that tlata 41fterenoe la not one of 

aegree but or quell t7. Several reaaoae ere et!venoe«t tor . 

thta: 

(1) ROD-equtvalenee ln the broad aenae exlata tn ever, 

exohaqe tbat ooours under tile oapt tal tat Qat• 

whether tulc!e or outalde a nation. 'fhta ta not a 

pbeaomenon peoulter te foreign trale, elnoe exao'lT 

the aaae oooura betweea rec1 oaa and betweeD bnnolaea 

of proctuotton tnatc!e one oountr,v. It te tbe reemlt 

ot tbe tranaforaatton of value• lnto prtoea, taktnc 

plaoe ta eaob oount17, ant oeDDot 'be uaet to explata 

'unequal exobaage'. 

(2) ADotber taatta .. ntel tttfferenoe '•tween the two ta 

that tJ& tn the broad ••••• la tnen table eYea tn a 

aottel or perteot ooapetltloa (an" la tatepen.,eat or 
. 

the aecree of ooapetltloa or tmperteotloaa). It te 

due, pertl7, to the apeoltlo teohnloal features ot 

the different branches. Thus a ooaatant taoreaae ta 

the 000 ta a atruotural feature, a neoeaalt7 ot 

oapttal l at deYelopment, t.e~ the 41t(erenoe tg ogg 

la an obJective oqn«tttqB ·or oapttellat prgtuqtlog. 

ttB due to dtff erenoea tn wesea, however, te 

due to lmperteot oompetltton tn the labour market, 
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oau••• b~ dtataooea aa4 pollttoal troatiera eto., 

••• proportionate to tile llapel'teotloa of tbl! 

ooape-1 tton. Maptrttr la nsea ta MPI U 

()) Dlffereuoea la oco oegaos leac1 to a aeeltae ia b ... el' 
16 

term. of trate or alasle taoto~ ~or, ••• oaa leaa 

to a teollaa ta clouble faotonl TH,
17 tt ellc1 oal~ 

tt, .. poahlate that o011at~ A baa no rtpt to •D7 

aJ!olal pa,..u tor tbe teot tbat lt hat to •lt tor 

the tlae reqg1re4 to aooa~ate 240 ualta ot K, 

before exportlag lta sooaa, wldle ooant~ B lle4 to 

aoouaalate OD17 120 K. 

In tbe oaae or ~ tae to taeQualtt~ of wae•• 
h•e•er, the low wac• OGIIDtr, taoea a teoltae ta all 

TO!, t aotor.l and bartel'. 

Thua x-••1 fee~• that dlffareoea la 000 eat ocn.18 

oonatitute (uDder tbe ooa41ttona of oonorete oapltallat 

relatione) a faotor la ftY!lfDI!Dt '-' aot tn UK, ezoept 

1 nc1treotl J' when 4e'Yelopa•n• renl ta la aa taoreue ta 

16. Sl&&l • faotorel TOT ta aetlne4 aa 
S • N. Zz 

where 8 • aet bar t er TOT (BB!OT) 
ZX • the ez,ort prof!uott Yl tJ lnt!ex. 

1?. ~ouble f aotoral toT oorreot the RBTOT for ohanc•• 
in produot1vlt7 of laporte anc1 exports. 

16. OOL- !be oraaalc ooaposttl on ot l abour r efer• \o 
the ratio between t be Dumber ot ll"flq workers and 
tbe amount of aoolal la bour to wbtob tbedr apeoltto 

labour oen be reauoe4, p. 1)8 - Emaaaael (1972). 



equillbrtua wase •• explalaea abOYe ().).It). 

Poll owl DC fl'Oa the teo\ that the · blgh wage oountriea 

explol t tile low wage oouatrte·a1 Bmlunel exam1nes the 

question of -labor ariatocrao~" of tbe "artatooratto 

oountrtea•. Ia thla ooatext he pointe oat that the labor 

ertatocrao7 baa ateat1ll7 growa aware of the taot that tlle7 

beloag to the prlYlleget1 explo1tlag net1oaa, 'but tbla aoea 

!121 aeaD. that the entagonlaJDe w1 thin the c1eYelopet1 

oapltallat oountrtea beve dlseppea~. Whether the wegee 

ere high or low, and the aoolal prot!uot la large or ... 111 

tile two shares - wages an~ profits oonttaue. to 'be tnverael7 

proportional to eeob other aac! eo the aatagoalaa oonttauea. 
'l' 

It ia onl~ •aen the relative l mportanoe or national 

exploltetlon of the proletariat 4t~a1abea oontlauall7, aa 

ooaperea with that, troa wbtob it beaetlta through 'beloqlas 

to a prlvllegec1 nation, a tt .. ooaea1 when the ala ot 

1DOreea1ag netloaal tacoae in absolute term., prevails over 

that of lmprovlag tbe relative abare of wacea or protlta 

••••• enc1 troa that point onward, e 4! taoto, p91tec1 f£oDl 
of the worke-. aat1 oapttallata of tbe rleh oouDtrlea, 

41reote4 esa19Bt the poor oogptrlea. oo-exlata J1tb aa 

lptergal trade union strpggle over the ebarlag ot the oake." 

(Bmphaat a e4de4) . 
19 

19. Bmmanuel op. ot t ., p. 180. 
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3.4 De Intergttonfl l99111brta• Prloea, !'!th 
aore lb•P 2 taotpE! 

!baa ter, a..tnuel hat dealt With oD17 2 taotors 

oapltal ana labour; oue the other taotora (rent, taatreot 

taxea) are tatro411oet the general tonmla tor the 

tnteraettonal prloea ot profuotlon ot a branob •t• beooaea -

Li • Ot + Yt + ft + P1 

where t 1 ta tbe eaa ot the prtoea ot other poeatble taotora. 

!be seneral rate ot prettt will now be 

'l • 2-s - 2.1 
:?:I 

Where It 1a the oapttal inYested an4'ZS )~.t (or elae 

T • Pt woalc1 be nesattYe). 

The etteo t ot other tao tm::a on tile 'reEl! ot Trett -

All other thlaga belq equal, lt 1• tully tn the 

Interest ot the LDO that the •••race world protlt rate 

ehoald deollne (staoe tbla would put the oount17 wt tb tbe 

hfsber 000 at a flaac1Yantage) regardleae of the oauae ot 

tbla tell. It ta also eYident, that eyerz tpgreeae ta 
oQer taotors lea!Ja !2 e 4eo11ne Ia !be aterese prp.tlt rete 

end therefore, the efdttton of other feotora, •••n tf tbe 

leYel of these faotore Ia the same, In b&th tbe oo1uatrtea, 

Ia easentlel. lxten41D& the same example •• before . 

whea the terms of exohenae were 1908 • 150A t.e. 1A • 1.268 

(with only 2 teotora) we get the following -
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Ceae I - OJber fto!ora greeter 1a A 

~ - - ~ ~ ~ ~ ~ ~ ~ - ~ ~ ~ ~ ~ ~ - - ~ ~ - ~ ~ - - ~ ~ ~ ~ - -
ay K a V 8 (C+V+S) Other t 2:8- ~t Prof'lt P. o.p. 

:£..1: 

1.. 

B 

240 so 60 60 1?0 

120 so 6o 6o 170 

,. 
10 

48 

24 ....... _ .. _. _____ ._. .. _. .. ________ .. _______ _. __ ., .. _______ .. ____ ............... _________ _ 
)6o 100 120 120 )40 72 )40 

Bere 1A • 1.)6B. 

In thla oaae al tboup B' a 'fOir Jaaye ))eu wor••••• b7 

the add1t1oa of 'ether' t eotera. tbey haYa aot been woraeaea 

to the :tall extent of the exoeaa ot the • other' taotora Ia . 
A, due-to ~e ottaettlas etteot or the dlmlautton of •••r•s• 
rate or protlt. 

Case II - Other taotora: creater la B 

- ~ ~ ~ - ~ ~ .. - ~ - - - ~ - - .. - ~ ~ ~ - - - - - - - ~ -
Oy X 0 V 8 (O+V+S) t 2. S·~t Profit P.o.p. 

:2&: - ~ - - ~ - - --
A 240 50 60 6o 170 10 

8 120 50 60 60 170 )6 20:1 24 172 
----------~-~~~-~-~---~~--~~---~--~~-------------~~--
) 6() 100 120 120 )40 u 72 )40 

Bare 1A • .97B. 
Oeae III- Other teotora egu!l 1n A• B 

OJ -x-- c- -v-- s -,C.v+s)- -,- zS-~t- !T- -P~o~p~
:t'f 

A 

8 

.. - -- .... 
240 50 60 170 24 182 

2~ 
1 20 50 60 60 170 24 24 158 

---------------------------------------------------)60 100 120 120 )40 48 72 340 -------Here 1 A • 1 • 19B. 
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!be apeo1t1o oeae of etfeota of texea (oDe of the 

taotora ot produottoa) oa exporta/lmporta, oa TOT, aD4 

Trat!e baleaoe 1a 1DYeattgatet. Brien,., alx oaaea of 

elaatlo .eac1 lneleett.o t1e•D4 uat!er ooDataat, tnoreaataa 

and deoreaataa ooata are c1tsouaaed -

1. Coutant Costa - taelaatto ••••a 
2. Coutant Ooata - elastto _,_Del 
). Inoreeatng Costa - tnelaatlo demand 

4. Inoreaalag Ooste - elaatle d ... Dd 

5. neoreeetas Oeste - taeleatlo d ... at1 

6. Deoreeslns Coats - elastte demea•. 

Be oontenda that aa export tax oa11 be e ••17 uaet\11 

c1evloe for an Lnc, a111oe ln aoet of tbeae oeaea the IBTOT 

laprovaa tn propor,lon to the tax; ta oeaea (5 & 6) lt 

i mproves sore tbea proporttonatel7 to the tax, an~ oal7 ta 

oaae 4, la there a lese tbaa proportional lmproYelllent 1n 

HBTOT. 

The trade balenoe, boweTer, woul4 t!eollae 111 aoat 

oaaea (exoept la 1 & ) ) ln 41reot proportion to the degree 

ot elastiolt7. 

).5 POLICY IMPLICATIONS 

Followl DS troa the dlsouaalon ae tar, lt la eYl.Weat, 
to 

that lt le DOt poaalbl e tor the low W818 OOUDtrlea/oyerooae 

the advantage enJoyed by r1oh aount rlea, by themaelyea 

apeolallalng tn the brenobes t svouret! by the ua ot the 

aoaent, atnae a "bregoh" 1s nqt ' OYpnmto• tgtrlaatoallz, 
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)Nt ylt bH••• 10• aea it t • yku !P bz • blab pee 

oouptn. !be oholoe before the Lno t • thus between autarQ 

ana UDequal exohaace. Baunuel eugge·ata the tollowtas 

polloT .. eeurea to preYent the leakece ot ,.rplae Yelue 

h'oll LllOa-

( 1 ) I. OOIIIIlOD llllrket of LDOa. 

(2) A poltoy ot ~tverstttoetton. 

(l) The levy of en export tex. 

(1} I~eelly, a sort o~ e common market ot the LDC'•• 

wbere produot!oa and exohADge !e plenne~ to aeet the neeaa 

ot the LDO' a and the surplus ot ~&otora la t1reotet1 into 

produotton or !aport subatttutee, would h8lp thea to be 

eatlrelT tndepeateat ot other oouatrlea, ana thua eeoepe 

UB. But, aueb a poaatbtltty 11ea outaltte the •ope ef the 

oo~!ttoaa aaamaea here, i.e. ooapetlttoa between procJaoera 

on aattoael end lnternattoaal planee. 

(2) It ltrtng w1 thout external exoJunage la a praotloal 

lmpoaatbllltJ, thea a pelio7 ot d1Yere1ttoetloa, by 

trenaterrtns a part ot the reaouroea tro• the treattloael 

export branohea that oaa replaoe tmporta woul«t )'lela a 

twofold satn -

(e) tbey would benertt from the mere teet of the 

reduction or the Yolume ot exobsnge (a!.noe lo•• 

from ttl is the pro~uot ot TOT ead the ratio ot 

the volume or external exohenge to aettonel 

produot); 
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(b) they also again through the reintoroement ot their 

power to bargain over prioes ot their traditional 

. exports, resulting trom the diminution in the 

quantities produoed and exported. Thus whoever 

takes the initiative in diversification hol~s an 

advantage. 

Here Emmanuel makes a rather nebulous point when he 

states that diversitioation is easier tor the UDO's, than 

it is tor the DO's "••••••• it would oertainly be very 

expensive tor the periphery to make its own automobiles 
. 

and oomputers, but oomparatively less so than it would be, 

tor the oentre to oultivate oottee or to raise elephants 
20 for their ivory.• 

()) Yollowing from the investigation ot the impact ot 

the export taxes on the TOT and Trade Balanoe, a tax en 

e~orts, that transfers the exoess surplus value to the 

state, is suggested as another solution. This additional 

revenue is to be directly used, to tinanoe investment 

projeots, i.e. tor development purposes. 

Emmanuel warns us, however, that this polioy 

presupposes an agreement between the several producing 

oountries, end to that extent is dittioult to apply -

exoept when there is a natural monopoly. Also, this ia an 

aggressive polioy an~ entails the risk of provoking very 

20. Emmanuel ibid, p. 42). 
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sharp reeot1ona elh1 reprtaela on tbe pert ot tbe ooa8Uidn& 

oc:Nntrtea. 

In ooaolu.aton Bllmanuel aaaerta that lfDectuel bobaaae, 

thoulb unable to ezplata the eattre ~ttterenoe between the 

ataaderda ot liYlDC of the rlob aad poor oountrtea, la 

attll t.be el.nenterx traraater meobutea, eaabllq the rlob 

nattona to bepn 8114 replarlJ stYe an lapetua to the 

uaeYeaaeaa of deYeloptent that aeta In aottoa the otber 

aaohaateaa or explottatton. 
~ 

Tbta exolumge of noa-equ1Yaleata hat awer 'bea 

noted in eatabllahetl eooraoado aotenoe (ezoept •• a 11011enta27 

aoo14eat ot martet-pr1oe tluo\uetlon or •• the etfeot of 

1aperteot ooapetltton). looaoalata, obJeotiYiata aa4 

aubJeotiYiata ellke had c1eDlec1 unequal exohaaae - the toraer 

beoauae tor tbea ezolteage !a aln7a equal in a al "-tat ton 

ot equtl1 brtum, alll tbe letter beoeaae there Ia ao hOh 

thtD& •• either unequal or equal esobanae In 1taelt, atnoe 

ecsu1Yaleaoe ta u n poat urket phenaeaon. !be woraentns 

ln tbe teras of trade OYer a long perto~ waa treate~ •• a 

atattattoal tllua1on or relecatea to atruotural teaaenotea 

ot elaattotttea of 4eman~. Immanuel boweYer aaaerta that 

the woraentua 1n the 4ouble ~aatoral TOT oeDDot be denied 
...... 

en~ reaorte to the atuc!J o~ world ProcJuotlog relation• to 

explain thta 'expl oitation at a dtatenae•. Tbla leada. lll• --. 
be ears to • ••••••• l eatttaately harbour a tew doubts aa 

t o tbe tntr tne1o Yalue or tbe tnternattonel dtYtatoa ot 
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21 labour." ftnell7 1 1 t the ooaoept ot • world HODOIIF ta 

to h••• u7 MDhl& at all, and lt the poozt 0011Dtr1ea are 

not to pa7 tbe ooata ot the worla opttmaa, thea lt would 

be •••••••r.r to .. , up 1nteraattoaall7 auoh ... baataa of 

rettatrtbattoa •• elreat17 eztat on tile utlODal aoale. 

We preaeat a orlttque ot Immanuel'• hJPOtbeata ta 

the aezt obapter. 

21. X..anuel (1972), p. 269. 
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A QRI1IQVB 01 Till tJDQ.U'AL UQ8ABGB BYPGTHESIS _ 

4.1 IBTROpqq!IOK 

!be Unequal BxoheQ&e theata baa glyea rtae to a 

boat of or! tloal wr1 tlDga. Tbeae ooae trom Kant ate ea well 

•• aoa-Kerxtata, all of whoa (wltb tbe exoepttoa ot 

Seaelsoa (1977)) actatt tbat u.s. c!oea tate plaoe, but 

obJ eot to ODe or \be ~her aapeot or ._.auel '• Uleata. 

Brtetl71 the aala polata or ortttot .. actYano•• 

agelnat Balllaauel are aa tollowa: 

1. Tile u.z. theala ta aot llantat ln aature (ooatra17 

to appearaao ••) • ( Bettelhlea ( 1972) ; PllllDC 

(197)); Alb (1980); ~· (1974)). 

2. The cttattaotloa bet-... a the two oateaortea ot 

l1.B. la Bo\ Yal14 (Bet,elhlea (1972) ). 

). Wages cto aot cao.natl tute aD taaepeacteat ••1'1alale 

(Pllltas (197)); Bettalbtea (1972); BYaaa (1976); 

Meactel ( 1978) ; Beat ( 1976) ; •ta ( 1974) ; Praak 

(1978)). 

4. Low ••s•• t!o aot eatlrelJ ezplata u.a. - proauotlYtt,. 

ctttterenoea are laportaat. (Szeatea (1979); Aada 

(1972); Brewer (1960); Oluntea aoaa (1976); 

U1ohael 8errat-Brown (197~)). 

S. The aasumpttoa of tntern.atioaal equallaatlon ot 

profit rate oaaaot be auatalaed. (Maactel (1978); 



65 

Se1111el aon ( 1977) ; Dand elter ( 1979) ; Acb (1980) ) • 

6. V.B. aasuaea ideatloal teohal\uea or produotlon 

in botb the oouatrtea (BYaaa (1976)). 

1. Trade and tr.B. will not tate pleoe in a-auel'e 

ezaaple (Sn (1978); Senelaoa (1977) ). 

8. !be pollo7 laplloetlona are not wel14. (Olualea 

Roaa (1976); Ylndla7 (1981); IYaaa (1976). 

We now 41aou88 tbeae polnta in ao•• detatl, before 

we present ao .. ot the aodittoationa auggeatea b7 \beae 

ort tf.oa. 

,.. 2 'l'BI U. B. TBBSI§ IS JJO'f IWlXIST IB 8ATtfB. 

Bettelhlea, Pilling, Ash, Aaln all Ye~eaeatl7 atete 

tbat -..anuel•a aetbod ana tbe oetecortea he uaea ba.e 

little in ooBOD wttll tboae of Man. fte potats aade b7 

these Marxist orttloa oea be broa417 explaiaed aa tollowa: 

1. Immanuel aterta wtth aeroaatlle laperlall .. , •• 

. asalnat Leala'• treat•ent ot l~erlellaa aa a 

c!efinlte stage ln the 8Yolut1oa ot oapltallaa. 

2. lllunuel 'a theo17 ot Yalue la at ode! a w1 th Jlerz• a 

theory ot Yalue. 

). Immanuel replaoea the ezploltet!on by oleaaea with 

exploitation by ooantrtea. 

4.2.1 Retgtatiop ot Lenta•a Theorx ot Impertalla• 

~or Emmanuel the 41Y1alon or the world into rtoh aad 

poor oountrlea la not the reault ot eoonomto toroe8 eademto 

to oapltaltem. Instead, the atruoture ot world eoonOido 
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relattona are aought to be explalae4 troa the ateatpolnt 

or toroea that prelate taperleltaa (1. •· • ·roaatlle 

tapertallaa). 

Plllla&'• obJeotlon to AI'• trea'-ent of trade le 

not tbat tt baa no plaoe In a •t .. uaetoa or t-.erlalt .. , 

but that tt c!oea aot start h'oa au ellroaat1 oODoeptloa 

ot I~ertall8D •• a 4ettntte etaae Ia the oapltellat 

eYolutloa, •• the olaaaloal Marslat atudlea haYe 4eae. 

Mllla& therefore ellegea that .u•a work reate upoa 

a tuacleaental -~ot1oloaloal error. •By treatlag the 

exohange otroatt •• aepar8te froa the relattODa of 

protuotten, and parttoalarl~ their aaeYen claYel~,.ent OD 

a worlcl aoale., he ta unable to grasp ~e reel aualag ot 
1 the oetecor.r v.a.• 

!bla haa rether aerloua reperouaaloaa beoeuae, lt 

•• ... anuel aaaerta, the aouroe or eoonoalo tn•t•ellt~ 

realc1ea not ln the doalneaoe of ttunoe oapltal, nt ta 

aerouttle laperlallam, thea he tanta to errlye at tlae 

oonolualon that, tbla laectuellt:r oea be reaoYafJ wtp.t.a the 

llatlta of the oapltallat apt•. ftua aaequal exobaace on 

be oYarooae, while oapltallat relatlona ooattaue tn tbe 

aetropolta, tt not in tbe paripber,r. 

4.2.2 ReJegttop of the Ma£!laa Th•orr qr ·value 

ADother point of ort tlolaa deale w1 th bla theor,r of 

1. Ptlllng (197)}, p. 168. 
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Yalue wh1ob Ptlltaa alleges la • ••••• pe~apa the ... , 

peratatent aad 11•1181 of .... auet•a..., tbeorettoal 

errore. • 2 Be. further aaaena tbet A. I. toea aot aerelJ' 

ao4lf7/orlttotae Karl Me:n, btlt aotuell7 re~eota the 

ata"aotlOil betwe• 'lebCIUI'' aDc1 'labour power•. 

••rx bed poure4 soora upon the trtolt:r formula of 

nlpr eooaoat.oa, wbtoh brought together lead, labour ead 

oepltal ae taotora of produotlon ana Emmanuel. " 
replaoea llan•a law of Yalue with e onc!e ooat ot 

prota.ttoo theo~.~3 

• •••••• 

Men had at•c! to abow \hat the aootel relatt oaa of 

protuotton determtae the aootel relat1oaa of 41atrlbuttaa 

aDd exobange. Immanuel bo••••r atatea tbet, "••••• lt ta 

tile quantlttea aad rewards of these taotora tbat deter.dae 

prtoes." 1'1lua tor -"el, arot!!!t1011 ta 4eteratpea 1pr 

tlatr!buttoa aact Pf.lltaa rettere~•• that tlda o~Yloual:r 

leads to tbe 14~•· tbet lt ls poaelble to •refon• the 

relatione of cUetrlbuttoa or ezohaase whlle leaYlq tile 

aootal relatione of produotloa lntaot. 

Bettelhelm also streeeta tbla point wben be elleaee 

that ltmuauel argues aa though there were not oae law ot 

Yalue but two - the law ot Yalue appl:rtas to staple 

ooamodtty mode of proc!uot!oD ea4 • theo!'J ot ooat of 

2. P11l lns . tbtd, p. 171. 

). Pl llt ng, lbtd, p. 171-72. 
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pro4uot1on applying to the oepl,altat aode ot proauotlon. 

Bettelheta tnatata that tb1a oontraalota tbe theoretloel 

atruoture within wh1ob the oODoept ot prtoea ot prot1uotlon 

1111a worked out4, atDOe tt leac1a to prloea ot proc1uotton 

be1Dg aeem not aa a tranatoraed form of value, but as a 

.wa ot a group ot taotora (a oonoeptton that Marx alwa7a 

oppoaec!). Pollowtag trea tht-a, :lmmeauel' • defiat ttoD of 

e • teo tor ot prot1uot1 on•· alao ooaea 1n tor aeYere or1 ttola. 

Bettelbetm teela that • ••••••• the ~at the •etiatttoa 

1a let~ down the theor.y or value ltaalt ta ohalleuse~. 

ainoe tt then ..... to be poaalble to think or value 

eq,ually well aa the awaa ot prlmal'J tnooaes reoe1ved by 

the produoera ot the produot,"S and polnta out that the 

prtoea or pro~uot1on thua t1et1nea are not the aaae aa the 

Marzlat oonoept deaortbed by the .... ter.. Prloea of 

prot1uot1ou appear aa ~e aua ot tbeae pe,.auta only ta 

whet Marx oella the •tllusloaa oreetet1 b7 ooapetltlon.w 

~. In the Mftr%1an eoheme tbe prtoea or produotton 
retleot the trenatol'lllecJ to!'ID ot nlue, whioh baa 
eaerget1 beoeuae of the aeparattOD ot the worker• 
from tbelr means of produotton. tt la thla 
aeparetlon, not found unt1er simple aoamo~lty 
produotton that t!tatlngulahea the struoture of 
oapftallat produot1Ye forces en" oapltallat 
relatione of produatlon ana cauaea the law of Yalue 
to tunotlon aa the law ot the tormatton ot p.o.p. 

5. Bettelbetm (1972), p. 277. 



4.2.) ReJeotloa or the tpemetloaal aolldtrlty 
of the work_ag Olaaaea . . 

ADotller point that he a oft beea ort t1o1aet! !a 

X...nael'e uae ot tbe term texplo!tetton' ln relattoa to 

oountrtea. Pllllug pointe oat that wben Marx eaplo~e4 tbe 

ten •ezplol tat! on" 1 t na !n a atriot, aotentltto tasb!on: 

Oapl tal represents a aoolal power wllloh ta able to ezplol.t 

lebov on tbe 'baala ot hlatortoally determlnei! aoolal 

relatione of pro4uot1on. 

Bmaanael'• phrase •exploltatloll of nation bJ nation' 

Sa 4eYo14 ot ~ta aoolel an~ htatorioal oonteat. "It 

reYeala a seth~ that 1terx oaattgattfl ae Yulger, to that 

la ooaoerned onl7 with tbe outward appearanoe or tbe 

phenomena an! DOt w1 th 8D aaal;rala Ot their lateraal 

oontradlctlona.•6 

Agb (1930) aleo reiterates tble orltlo1sa slnoe be 

pointe out that thougb MBrx sera th&t eapltalleta are 

lntereatet! 1n the explo1tet1on ot their home oountr;r 

workers anc! their oolontes, tble does !S!l m.eea that lt ta 

the aeme eoonoaato 11eobentsm at both leYele. •Bxploltatton' 

1a not e term used b7 Marx tn the reletlonebtp ot nettoaa. 

Am!n (1974) & Bettelbetm (1 972) elao feel that tt 

te not possible to explain the notion of exploitation ot 

one oountr.r by another. Xeoh oountr.y oonstltutee • aoolal 

formation With e epeottlo atruoture, beoeuae ot the 

6. Pt l l t ng , op. olt . p. 169. 
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enateaoe of olaaaea with oontre41otorr tatereata. It ta 

thta atruotve tbat teteraiaea tbe way ta Wbioh eaoh aoetal 

foraatton ftta ta\o laternattoael proauottoa relatione. 

Bettelheia reiterates that tbe relattoaa of ezploitation 

oeaaot be ooaatl tuted at tbe "le•el of ezoba~a&e"; thaJ 

neoeasartly haYe to be rooted at the leYel of pro4uottoa, 

ana atnoe the oonoept of exploitation expresses a 

profuottoa relation, i.e. the proluotton ot a surplus •alue 

aDd e~proprtetton bJ a oerta1a aooial olaaa, it aeoeaaartly 

relates to ole•• relettoua and therefore exploitation 
-

between olaaeaa oeDaot be replaoet bJ one betweea oountrtaa. 

Battelbetm soea further to state that "······· • 

aere transfer ot surplus •alue froa oaptteltata of poor 

oouatrtes, to oaplteliata of r1ob oauatrtee oaaaot be 

teaortbed as exploitettoa ••••••• as only the work1a1 

people oaa be exploited, but aot other exploiters."? !bla 

poiat baa been .tgoroual7 ortttotaed bJ Daaaekar (1979) 

who &&J'S that there ta Do reaaoa WbJ' people 11bo are 

ezplotters .nat themael•ea beve oeaaed to be explottea. 

Bettelbeim, D&Yertheleaa oonteaaea that " ••••••• 
retuaing to employ the oonoept ot exploitattoa to deHrlbe 

the etteata ot 1aternet1onal exohange oond1ttons upoa the 

oountrtea with underdeYeloped pro4uot1Ye toroea ~o•• Dot 

in the leeat .... ~•nJing the obYioua teot (thoush of a 

1. Bettelhetm, p. 30~. 
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dlffereat order) that lf the exohanse between the rtob aDd 

poor were more taYaara,le to the latter, thea their 

atanterd of llYlDI would iapro••·" 
8 

Bat reoogoiaing tbla taot, Bettelhela feela, ta Dot 

t~e •••• tblB& •• alleslag that there la explottattoa ot 

the workera ot tbe poor ooantrlea b7 tbe proletariat of 

the rtob oOGDtrlea (aa X..aauel tapllea eat r..adekar briaca 

oat explieltlJ). !bla upaeta tbe baalo Marxtat aottoD of 

late~attoaal aol14arltJ of the working oleaaea aDd oonoeala 

the aol14arltJ betweu the explotttaa eleaaea of the 
. 

4lttereat Datloaa. 

In tbla ooatext Cluntea Roaa (1976) aupporta 

X...nuel, ataoe be belteYea that the lDteraetloul worktas 

olaaa or the eapiteltat olaaa •• a pelt,ioal eattt7 ia 

atlll aa.ethla& of a ttottoa. 

Wt th reaar4 to Bllmaauel' a retereao e to 'labour 

artatooreo7' Bettelhela ••1• that it la oD17 aa att .. pt b7 

oapttellata of MD01 a to oorrapt their labour, b7 relattYel7 

reduolag the rete of esploitattoo, but thea• lebourera 

oauot, therefore, be oallecJ explo!.tezoa of Lno labour, fer 

tbe7 are th .. aelyea aub~eot to tatea.tye explottatfoa -

aore ao than the labour ot L~o•a. The teet that the workers 

.a7 beoo .. 'bourseota• beloaaa to the reala ot 'ldeolQBloal 

8. Bettelbelm, lbld, p. )05. 
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relatione• not to produotlon relat1ona.9 

The point •4• aboYe in 4. 2. 2 ia further elabontec! 

b7 Bettelheia when he pointe out that tor Man, the oraanio 

eoapoettion ot oapttal (000) ia not a a18ple artthaetlo 

ratio, but in Yelue te~• represents the teohntoal 

ooapoaltlon in a partloular oonJunot1on of proauotlon 

relatione and toroea an4 therefore 1nequallt7 ot oao, like 

lnequall t7 of wapa la an etfeot of tbe laequall t7 ot the 

c1eYelopaent toroee. ftta tunc!aaental pheaoaenon, Bettelhelll 

alleges, ta not brought out ta Immanuel'• aoc!el, wbere tbe 

lnequallt7 of deYelopaent ta rec!uoad to the lnequallt7 of 

nge lnela. Tbla obaourea the taportanoe, tor u.z. ttaelt, 

ot the lower 000 in tbe eoonoadoall7 weaker oountriea aaa 

leads Immanuel to reJeot tbe notion ot n.z. ln the broad 

naaaeter (1979) puta another oonatruotton upon 

Emmanuel'• tliattaotlon betweea u.B. ln the broad aenae ana 

u.B. tn the narrow aenae. In the toraer, lt la oal7 the 

oapltallata ot the MDC who appropriate the eurplua Yalue 

oreeted b7 the LDC labour, beal~ea, ot ooarae, appropriating 

the nrplua Yalue areatec! b7 tbe lat.oar ln tbelr own ocnmt~. 

9. Bettelhelm tn teot lnslata that in general tbe ~0 
workera are more exploited than L~C workers, ataoe the 
more the produotlon foroea are developed the aore the 
proletariat la exploitee! - t • .e. the blgher te the 
proportion or s to v. 
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In the latter, howeYer, 1\ ta aot oa1Y the oapltallata 

who appropriate the aurplua Yalue oreatet1 b7 the la'our 

ot LDCa, but a lao the la boar ot trnoa. 'l'bua oapl tal ana 

labour of the Jioh oouatr.r Jola\17 appropriate, tbroulb 

the aeohanlsa ot tree exohaasa ot o~ot11tlea, a part ot 

the surplus value oreatet1 tn L~'•• and tbls Ia whet 

ZRmteauel reooplaac! aa tr.B. Be belleYed it to be axolualva 

to lnternatlonal trade relatione aDd preauaea that thla 

t1oea not happeD 111 thin a oootr,- (unlike tr. B. tn broacl 

aenae) ana n&Ddetar alleges that la this a..enuel, la 

aatl7 -'•taken. Be belt•••• that w.ae c!lttereaoea alao 

exlat between aeotora ot a nattoaal eoon~. Be oonoludea 

that x.aaauel Ia wtlllaa to expoaa tbe .rth ot the 

lnternatloaal aollt!arttr of *• worldng olaaeea, but la 

unwilling to adalt exploitative relatloaa between aeotora 

through unequal axohanae, beoauaa that would uaaer.tae/ 

alter tbe eatlre baala of Marx'• theor.r ot exploitation. 10 

4. 4 fiAGD t:-o KO'r QO!JSTITt!TZ 'ftfB IJmi'PPPBft JDIABLI 

Bauuauel treata ••s•s as the lndependeat variable 

aac1 thla baa oome in tor awera art ttol• tzooa Bettelheta, 

Pllltq, E-.aoa, Maat1el, Alllln, Beat, Frank eto. 

10. .lquallaatt on or the rate ot aul'pl.ua Yalue tn a 
atven aaonomy ta eaaaatlal to aupport Marx'• Ylew 
ot polar1aatton or aooletJ lato two olaaeea - ana 
th1a woul~ onl7 ooour when ~tttereat aorta ot 
labour ere re4uoed to hoaogeneoua abatraot labour 
1n proportloa to tbelr waae r Rtaa. 
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Bettelheta points out that in -.maauel'a aotel, 

nsea ere nbJeot to ttetel'lllnatt on on the tcteoloctoal, 

hlatortoal, polltloal aaa eoona.!e leYel aaa therefore 

• ••••••• the blatortoal el .. ent laoludec! ta tbe prloe of 

labour power «oea aot reter to an abaolute abaeaoe of 

deteralaatton or wasea, eaabltq the latter to be treated 

aa an independent Yarlable, but retera onl7 to a nlatlYe 
11 

abaenoe of 4eterm1aatlon." Wasea are thua enttrel7 

tategrate4 tn tbe ooaplex atruoture of a ooaorete aoolal 

toraatioa aac1 are tn ao ftJ' 'iac!epedeat• of tbia etruotve. 

Thus low ••1•• ln LDO' a oaa be related to the low leYel of 

4eYelopaeat of the produottve foroea eaa to the prolaottoa 

foroee that haYe btateret tbe ,rowtb of tbeae toroee. 

tilt te the IUiture aac1 the apeolflo ooablaatlon ot 

the protuot1Ye foroea aa• proc1uotloa relatione ta tbe 

poor oountrlea, under the ••11• ot worlawide oapltallat 

relatione, tbet tor. tbe obJeotlye •e•lt ot the peYertJ of 

oertetn eouatrtee, tbe dominated oouatrtea, aDd ezpleta 

both tbelr low wesee aac1 the l1. E. that •7 • • • • • reaul t troa 

tllia. To aohteYe a leattq eaoape tJ!IOJI u.z., there ta ne 

other aeana than tranatorwdag thla obJeotlve beala aaa thue 

tbe reaoval ot tbo .. proauotton toroea that hlaler the 

development ot tbe pro~uot1Ye toroes. ~12 

11. Bettelbeta - tbtd, p. 288. 

12. Bettelheta - 1b14, p. 288-89. 
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Pillins on the other baa~ points out that Jmaanuel 

in order to eatabliab that wacea are the indepen~ent 

variable, la~a great atraaa upoa a quotation froa Marx-

"Nevertheleaa, ln a gtven oountr,r, at a given period, tba 

avera&• quantity of these aeaoa ot aabalateaoe neoeaaar,r 

tor the labourer ta praottoall~ known." (Capital 1:171). 

!be ke.r point here ia that the value and benoe prloe 

ot labour la datenlned not b7 the guaat1 tits ot tile aeaaa 1: 
I ot aubstatenoe, but b~ the value. ~. quantitY la of oourae 

known at &DJ stvan time ln a aoolet~ and, oan therefore be 

treated a a a oonetant •Pi tut1e, what oh•D&•• ta tbe ulue 

of thla quant1t~- the aootall~ neoeaaar.r labour time 
to 

requlre4/pro4uoe the .. ana of aubaiatenoe e.a. it food la 

the oal~ itaa of auba1atenoe, ita quanttt~ (b7 wetsht, 

oalorttio oontant) tnoorporated tn waaea oan be aeaaured, 

but thta la quite independent of ita value, wbtob cYependa 

on the produottvlt~ or labour: and ohansea tn it. 

Thte dtatlnottoa between the 1 quant1t7' of aeana ot 

aubalatenoe ana the •value' of ••sea ia oruolal, tor 

uderlJtng 1t la the aore tundaMatel cUat1not1on between 

•wealth' (the total of use values) and value (a aootal 

relation peoullar to oommodtty produotton). Thla 

d1at1notlon, drawn b7 Marx, pointe to the taot tbat aa the 

produot1ve toroea crow, the7 tend to oome into aharp 

oontliot wlth the aootel r elatione ot produot1on, end oaoe 

thle ia reoosatse~ , wasea oannot poaalbly be oalled the 
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independent vartable. 

In faot, Man, in ooapartag we•• ia • nob and 

poor nation, reapeotively doea .nob to dlaoredit X...auel'• 

theaia . • ••••••• lt will be found tbet the dail7 wese tn tbe 

flrat hisher than in the aeoona, Wblle the relative prioe 

of labour (power) •• ooapare4 with tbe value of the proctaot, 

etande hl&ber lathe aeoond thea ln the tlret.•1
) 

Evens while reiterating tbet the ohoioe of •see •• 

an tntepeDaeat variable te e mtareedlag of Marx, soea oa to 

elaborate a different point. -..enuel eeeuaea that the 

relative prtoea pla7 no role tn the determtaattoo of \be 

oompoeittoa of the bundle ot oo.moditles oonsuaed; Z.ana 

ahowa that when the U.K. aodel tbua aaa ... a a fixed 

teohaloal ooetftofent ot produotlon and oonaa.pttoa (t.e. 

ebseaoe of prtoe subatltutlon in produotlon an• ooaauaptton), 

lt la 01117 by eoo14ent 1 that tbere will be full eaplopeat 

ia either eoono_, uaaer eutar.k,J. 

With trade and equalleat!on of profit ratea, there 

wi l l be tull _,lo;rment tn botla eeo11011lea, oaly ia tile 

unllkel7 event that the laternattonal rate of profit ta 

equal to the rate of srowth of the workforoe in botb tbe 

eoono.tea. BYans el lesee that X..anuel tenore• th!e aapeot 

ot tbe anal7aia. 

Mendel , Brewer and others question the oauaal 

1). Marx: Capital (1:560) 
Emmanuel Appendix I , p. )02. 
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relatloneblp beneen wasea aa4 aeYeloJ)Ilent. llantel belle••• 

that tt ta the slower ~tba ot eoouaulattoa of proluottYe 

oepttal !a LDC that explalaa the uaferaaplo,..at aaf 

oonaeqaeatlT the low .. ,... Asdn boweYer, allecea that 

the low wecea ha the perlpherT are due to the pollotea of 

prt.ttlYe aooumulatlon followed bJ the oapltal that 

cJcndnatea the periphery aat llaaclel agrees w1 th hla ln 

attrtb•ttas U.B. to tba attterent .oolal atruoturea of tbe 

Lno, the eombtaat!oa ot pre-eapitallat, ••1-oapttallat 

ancl oapltaltat relatloaa of proc1uot1on - wbat Aa!D aptlJ' 

oalla 'peripheral oapttalt .. • aa aaalaat •oeatral oapltallft'. 

Ia tbla ooatext Samaelaoa•a alleaatlon ta \bat U.K. 

ta tautoloatoallJ a reatateaeat ot tile taot ot aell\lllec1 

.... cltttereatlala. 

Bat, .oat of the ortttoa - Bettelbela, Beat, Aaia, 

~ lintel, eto. are ot the Ylew that it ta world t1oataattoa 

b7 the oapltaltat mo~e ot p~aotlon that baa taYourea the 

aalnteaeooe/feYelopaeat ln the toalnatecl oouatrlea, ot 

production relatione tbet baTe blooket ~· cleYelopaeat of 

their proauotlve fo~oea. 

fte baale point that ••rsea hel'e la that tr.•. 
oannot be ezpletne~ by aere ratea of rewarf ot taotora, 

beoeuae they baTe an QbJtot1Ya bell!, that aupporta end 

reproauoea the~ Jmaenuel•s ao4el, wbloh treate ••s•• aa 

the l afependent Yer1eble auppreaaea thla f aot, and therefore 

on the preotloal plene, thla £1vee rite to the 1apreaa1on, 
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Be~tlebe1a sa~•• that to oorreot the tpequeltt:r of 

e:roheage, it would be sutftotent to otu11age the ••• levels, 

(whioh ot ecu.rae ts aet true as Eluaaauel abita). In 

reality, however, these obJeotlve oODc!lttons o011tlnae \o 

reprGtuoe ·th-elYea 29 ap epaafipc aople uttl the;r are 

saaahec1. 

that • ••••••• oaae u.a. be~na, ita oaoaequenoes are 

oUIIlUletiTe, it traaatera 1nTeat11»le nrplua tl"oa tile poor 

who oennot invest it to the r!oh who do 110. Tbla widens 

the wide cap ea4 1noreeae$ U.B. at111 more eaa further 

atteota the atruoture ead modes ot prothtot1 on 111 tile MDC 

1:. LDO. w11• 

While the ori t1oa laabaetett lbmanuel tor treet1Dg 

wages ea the 1n4epea~ent verteble, the:r also queattoaea tbe 

vel1d1~ ot explainias U.B. enttrel7 b;r unequal ratea ot 

reward et tbe feotora or produot1a.a. 

Szentea, Allin, Brewer, Cluniea Roaa enc! othera 

1noor porete the role of MRO•e, tbe low leYel ot teobaolosr, 

the coat of aooesa to natural reaouroee, the teehnoloctoel 

~epen~enoe, emoag othera, ea being oruo1el to explain tbe 

poTal~7 of poor nations. 

14. Frank ( 1978 ) , p. I o G. 
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Soae orlttoa, aotabl7 Serret~Browa, Cluntea Boa• 

tu1at tut the U.B. theala tporea the 4ltterenoea in 

produot1Yit7 of labour ua4er dlttereot teohDloal oonttttoaa. 

This polat ta llluatreted bJ Barratt-Browa with ea extenatOD 

ot B.maauel'• exaaple abow1na dttterenoee in wase ratea 

between oountrlea. 

He demonatratee thet dtftereooea 1a produot1Y1t7 

oan be greater than tbe )0: 1 ratto apparent tor wages 

between MDO'a an4 LPO•s • 

.. - ....... 

.......... 
tr. s. A. 

W. Gel'llleDJ" 

L. Aaerloe 

•r••J per hBj 
ll ••• 

ot USA 

1 2 

1.70 100 

0.4S4 21 

0.))1 19 

0.25 'o 1S-20 
0.)5 

Bleok Atrlea 0.2 to 12-15 
• 25 

Phtltpp1aea 0.) 17 

lihUe 0.1 6 

Pakletan 0.075 

iif 'J!' Jl!F bet~ 
D 88 8 ~ 

ot tJBA 
3 4 

5730 

2260 

1610 

6Q0-900 

6oo-aoo 

400 

220 

90 

100 

40 

28 

12-14 

10-12 

1 

.. 
'· 5 

Souroea : Coluuae1 & 2- Immanuel 1972, p.47 
Columna ) & 4 - MBB. ( 1974) • p. 2)2. 

Bote: Waaea ere eyereaea tor 1950-55t net outpa' ta for 
1950 at 1955 prtoee. Wagea ln Intla and Atrloa 
lnolude aalertea ••ploJ••• eerotaaa. 
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Bere tbe low leYel of wasea ta L'DOa ta eY1t1ent, but 

Beraatt Brown pointe out, that tbe7 are aaaootatet1 wtth 

•••• lower leYela or prot1uot1Ylt7. 

Jmaeauel la thereupon olittotaed for aaflaa that 

"••••••• tbe lae~al1t7 of wac••• •• auoh, all other 

thtQSa beiag equal, ta alone the oeuae ot the lnequalltJ 

of exobaage, e15 atter henq aate .lt olear that pro4uotf'rl'7 

la J2t one of tbe •other thlDC•' that are equal. 

Olualaa Reaa taala that Jmmaauel woul4 be aora 

oredible lt he a4a1tte4 aoae relattaaabtp '•tween ••1• 

retea end eYerege proclluot1Ylt7 ot lalaour, alllOe, ha haa 

an,way to ooaoeae, -Y laplloattou, that ••erase pro•uot1Ylt7 

ot labour will aet en upper llmlt to whet oaa 1Mt pal4 ta 

weaea, ~en be ea~s that wage rates are ~eteralne4 b7 

1natf tutt oaal tao tor a. 

Bmmaauel, la Appendix V ot hla boot howaYer 

olarltlea, tbat to aet up the produo,1Y1t7 or labour aa 

the 4ateratalq el•ent ln the yalue ot labour power, ta 

en idea that la 4laaetrtoell7 oppoaet1 tG the Marxlat 

oonoeptton of Yelue. In4eet1 aa Marx had po1D\e~ oa\ 1' 

would be abaurd to illl!ISlae that weaee woulf be nac1eDlJ 

doubled tt the aYereae worker'• prot1uo•tvt'~ doubled tor 

eou reason. 

15. Hmmenuel (1972), p. 61. 
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!0 ~OJI OP IIITEBUTIOHAL .IQVALISA'fiOM 
OJ' RrofPR()li'f CMlfOT 8B Sf]B'fAI!Jm 

..._auel atarta trO• tbe tuafamentel eaauapttoa that 

there ta 1ateruatloaal .obll1t7 ot oapltal lee4tns to • 

tendeDOJ towards equellaettoa ot the rete ot profit or the 

world aoale. Alb (1980), Mandel (1978) eD4 Beraal (1980) 

boweYer oontead tbet the bJpetbeata of laternattoaal 

equallaatt on of rate ot prott t oauot be auatatne4 et tiler 

tbeorettoall:r or eaptrloallJ. 

!beoretioell:r, it preaappoaea a perteot tnternettoael 

soblllt7 ot oapttel - the eqaallaetlon ot ell eoonoalo, 

aoo1el end poltttoel oondttlona propttuoua to the cJeyelo,.ent 

ot aodern oaptteltaa on a world aoele - suob equeltaatton 

howeYer, ta oompletel:r oontra41ote~ b7 the lew of uneYea 

de.elopaent that da.inatea oepttaltat deYelopaent aac! 

ataplJ ~oea not eslat. Tbe heteroseaett7 of world ... -
oepttaltaa, wb1oh ta retleotec! in the tnaer beteroaenetty 

of medea of produotton wltbtn a dependent oouDti'JI ooald 

be the onl:r realtatto aterttag point 1n the analJala of 

uaclerdeYelopaeat. The ueqaal oon(Utlona of tteYelopa•t 

of tbe oepltellat mode of protuotton, deter.daea the aaequal 

atzea of the lateraal urketa ad uneYea rh7thu of 

aooumulattoa ot oapttal. !bus tt ta taperm1aalble to 

deaortbe the tnternattonal equaltaattoa prooeaa, Just like 

wltbtn a oepttaltat eooaQaJ. 

Mandel tbea pointe out that the oontredtottona that 

arlee troa Bmmanuel 'a hJPotbeeta, ere expl1o1t tn bta 
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nuldr1oal uaaplea, where, w1 th aow.e exoept1ona (p. 52-S5). 

Jilllunuel eaawaea the' the OCC ta htper ta tile ooloatea 

than tn tbe metropolta. Ia twot, tn oertata examples 

(p. 74-?S, 81) the OCO ta ttYe •t•• btper tn tlle ooloatea 

than tn the o entre. Be ellecea that ..,.Duel ao .. not e••• 

aentl~ that a tar •aller uaa ot oapl tal a aoh lower OOC 

ant! lower rate of nrplaa Yalue exists ta the LDC (aa Ia 

normallT nppoaet ln Marx). ftta howner la not ,notal 

tor the. ooDoluatoaa aa oaD be seen b7. ooaatruot1q an 

exmple wt ttl OOC belag lower ta ooloalea - ta teot the u. L 

urel7 deepens. A related pot at of ort ttotaa wt tb retereaoe 

to ~Jutel•a oonteattoa that there •• ao ae' exper' of 

oapttal trom HDOa at••• the larp aoale flow ot lao011e tr• 
16 

tba oolon1ea • .. tropolla ta eapbaatzaa b.7 Mandel aad 

Blsbet (1970) Whoa tbe7 point out that ~anuel ooa.dta an 
he · 

anel7tioal mistake wbea/ooabtnea looa tara oapttal flews 

with abort term rneau• tlo••• 

neateker (1979) ••• .. to be of the oplnioa that, 

t he aaaulllpt1oa of aoblllty ot oapttal 1a oot neoaaaaJ7 tor 

the equal1aat1 on o.f the rate of p~otlt to taka plaoe. Be 

oonten~• that, i t it t a great• • that real waaea tent to 
i 

r ise wttb tbe r1ee la labour pro4uo.111t7 theQ the 

ct1tterenoe in wage itself would tent! to o&uee \be ~te ot 

protlt between t wo eoonomt ea to equeliae, eYen without 

16. AmiD (1974) eetimat ee, the h1~4en tranatera ot Yalue 
trom Periphery to Oeatr e due to the U. l . •eoheaiam 'o 
haYe been - 22 billion ( eroua~ 1966) wbioh 1a twtoe 
the emount ot the a1ct publ1o ant'! pr1Yat e r aoel Ye« b~ 
tbe perlphe17. 
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aobtl1t7 ot oapltal. 

ftta point howeYer appears to be Dot • ol ear-out 

ea nanaeur prenaea - Jt hiqea Oil the altaolute leYel et 

tbe aarplua Yalue. With inoreeaed produotl't'tt7, lt the 

eDttre laoreaae ill Yalue-addec1 la appropriated bJ' labour \1 

(oeterla paribus) thea the abeYe atate•eat oertatnlJ' holda, 

ea lt c1oea whea tbe al»aolute 'uatua ot nrplua. aotuall7 

deoliaea. In tile oaae however, where the rate ot growth 

ot nrplua anc1 wasea are the ... ae also wbeu the rate of 

arowtb ot wac•• 1a creater than the rate ot growth ln 

aurplua Yalue, thia does ao~ neoeaaerllJ hold. 

S..Uelaoa (1977) •llea•• that Immanuel oonetruota 

hla model on the baala of aa extr .. e lQcJepeacJeooe between 

the rates of profit and aarplua Yalue Wbiob doea not exiat, 

In Bmmanuel'Y exaaplea ln eaob oountr.r the rete ot aurplua 

Yalue reaatua a~obaaced ln tbe pre-trade and poet-trade 

altuatlon. Semuelaon howeYer oontenda that it ia aot 

permlaalble to pool attar trade tbe unobanged pretrade 

aurplua, alnoe apeol.allaetton toroec1 bJ trade ll\IBt alter 

these upl tudea. He therefore ehowa, b7 ohansins the 

surplus Yalue (attar tracle) ln auob e way, •• to •fltlallae 

the r&te ot profit and the rate ot surplus Yelue, that 

Yalu~a are eQual to prloea ot produot1on and there la 

therefore B2 unequal exobanse. 

Emmanuel baa oountered or1t1olaaa of th1a klac1, 17 

17. Immanuel (1972). Appenatx v, p.()93). 



potattag out that tf all that ta laYolYed tn the prooeaa 

ot trenatonattoa ts a aere alteratl91l of top, wttb011t 

eDT alteratloa of ooateat, thea, the oaa thlag that .aat 

reaata uaobaas•• la tbe rate of ezplottatton. !bua tt ta 

abaolutelT lapermlaatble tor Saaueleoa to obaaae the ratea 

ot exploltattoa wbea protlt ratea are e~uelteed. Iaaeet, 

the ratea of exploltatioa are laa51tuttoaal teeture1 ••• 

oaa oannot Ylaual1aa tb .. obaagiac, oonaequeat upoa obaagea 

in tbe rate ot profit. 

4.7 

EYaaa (1976) potata out that ta -...auel'a tbeata 

oae geta the lQreaatoa tlaat tr.l. art.,ce la a wo:rlc1 o.t 

taentloal teobatquea of prodaottoa (wbloh Ia the B1oar4taa 

aotel 11Gulc1 lead to no cHttareaoaa la pre-trade ratloa aa4 

Do poaalblllttea of satntull trate). 

BYana uaea Set cal' a tlluatrettoa ot the Sratta trac1e 

aot!el to allow the poaaUa111 tT of aurplua atraotloa Yla 

tt. &. He oeaoludea that ta ol't!er to ab.ow TJ. B. uaaer tlleae 

eaaumptlone, oae would aaet to Ylolate the oraolal 

aaauaptl on a ot tree tree! a aat1 tenc1eDoT toward a equallaatl oa· 

of profit rete o~ tbe Jmaaauel mo4el aat1 therefore tbta 

oould not be the oaae that Bmmeauel refers to. 

!hera ta not auob to be seined tbroush tbla ezentae, 

Blnoe BYena btmeftlt afmtte, tbat XmmaDual tn e •ore reoeat 
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18 . 
expoatttoa olarttlea that thla 1aterpretet1oa ot hla 

trerller wr1t1q ta lneorreot~ Be explloltly aa8U1lea 

41tterent teohatquea of produotlon in eaoh oouatr,r aaa 
apeotallaea trade troa tbe atart ant ehoww n.B. artalaa 

troa pre to poat equal1aat1oa of the rate of profit. 

,..8 
seu (1978) or1\1otaee Emmanuel on the arouaae tbat 

the oftllatruot1oa ot the aoc1el la totally tllostoal. ta 

t'aot he olalaa that tbere w01ll4 lte ao tra4e at all 1a hle 

•~odel 1 let alone uue,ual exohaQge. Be aubatantlatea th1a 

1r1th aa llluatratlon. Be takea 2 oouatrlea aa works eut 

the aYeraae profit rete aa4 prloea of proauottoa •• 

tollowlDS -

- - -
~- 0 

1 100 

2 100 

- - - - - - - - - - - --y 8 ( O+T+S) .S/V 000 

.. .. .. - .. .. ... -
50 50 200 

50 100 )00 

1 2/) 

, 2/) 

- - . ~ ~ - -- - ~ 

~8 Prloe 
TIO+v) 

66.66~ 

............. 
250 

2, 

In thllil ex•ple the rate ot protl t ln oouDtJT 1 

unaer eutark7 !a 50/(100 + 50) • ))~))~ ana in oountrr 2 

lt la 150/(100 + 50) • 1~. 

18. Immanuel •u. B. ReYlaltea•. 
This work waa not oYa1lable to us end we therefore 
rel7 oa aeoondery aouroea BYene (1976) end Sanlba 
(19$2). 
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A8 trade tekea plaoe the protlt rate le equeliaed at 

66.6~. Why abould the oapitaltata of oouatr.r 2, 

•oluatarll7 ~agaae in trade wbeD they kaow that the profit 

rate wdll deoliae? 

'lhia ori tioiaa aeeu to ooatuee the etfeota of tnt• 

and in•••~ent • . Wben oapltaliata ot the Mnea tiad tbat 

higher ratea or prottt p~a.ail ta Lnc•a, tbey tayeat, i.e. 

oapital tlowa tato LDCa and leat1a to a tall in the rate ot 

profit. In tbia attuetion tlle oapitaliate ot L'OOa ••• to 

ha•e DO 88J' iD the Utter eilloe UDder the aanaptioaa Of 

tree trade ana mob111tJ' ot oapltal, th8J oaa har417 preYeat 

the oepital1ata at MDO'a trom t8k1D& aa•aatace ot the 

higher profit rate.a.-

Sanelaon ( 1977) alao asaerta that tn baaaaual' a 

tablee. • ••••••• both 'before• aad •attar• trade, there Ia 

no poaeiblltty ot any trate. In 8YU7 oaae tbe c1oaeatlo 

prtoe ratios Pz/P1 aat r3/P1 are lteatioal bet .. en oouatrtea 

both before ana after trada.•19 !'here oan tbaretora be Do 

trade. Yn taot oaleulatlon ot exobaDge rate, uater autart7•, 

1e 1n 1teelt meanlngleaa atnoe there waa not X ot oomaollty 1, 

against Y or oomaodlty 2 but only 0 ot eaob, and •the terma 
20 

ot trade ••••••• 0/0 • gi-bertsh.• 

It ta protouadly wrong, SaDJelaon arguea, to 1•••• 

19. Seaaelaon (1 977), p. 104. 

20. samuelson (1977), p. 10). 
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the atter-traae tnctuatrr ~otala wllat tbe7 were before 

tracte, alnoe the whole etteot of trade te to oauae 

apeotallaatioa aaet produotlon ahltta. 

'l'hla arpmeat oaa be ooutered wbea we reallae that 

the oeatral tooua tn Emmaauel'a tbeata la tbe relatlonabtp 

between 1rtat1 tuttoaal of! market toroea operattaa throup 

tl .. , on a gtyen pattern ot international apeo1altaat1oa, 

w1 thout reterenoe to the trade theoretto probleu of the 

opening ot trade aa empbaaizect b¥ Brewer end Bvane. 
' 

4.9 PQLIQY IMPLIQATIONS NOT VALID 

It law wagea ln the poor oouatrlea are the oauae ot 

the problem, . aact they are 1net1tutlonell7 determined, thea 

the polloy 1apl1oatlon would ••• to be to 1aoreaae was•• 
b7 a severum.nt deoree. T.bla however, ia ruled out by 

Immanuel without otteria& aQJ explanation aa to wb7 1t la 

1mpoeatble ancl th1a baa been orltlolaed b7 Bettelbela, 

Rosa end others. 

immanuel inateact advooatea an eXport tax on tbe 

primary eommo~ttiea oommonlr exportee b7 poor oountrlea. 

Clunlea Rosa (1976) or1ttolaes Emmanuel on the 

grounds thet "······· the analJaia 1• either ataplJ wroaa 

or eo oddly expreased as to 4eoetve tbe lnoauttona reader 

(eu4 apparently the author toe) toto ttdDklD& tbe\ the o••• 

1s far atroager then ln taot lt 1a.•21 It ta pelated oat 

21. Boaa ( 1976), p. S ;;z. . 
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that Bmmaauel treate a attuatlon to wbtob there ta -

(a) lotlattely eleatto aupplJ ot e~orte 

(b) or zero eleettot tJ ot deaaDd tor eaoh ot the 

pa:ttt ouler oounti'J' a export a, obtatoa •• the 

a oral oae, eYen to the loq I'Wl. 

Oluatea Rosa potnta ou~ that tattattelJ elaatto 

aupplJ' ta .!2l llkel:r to hole! ill oeae ot asrtoul tvel aacJ 

adnlag output ana zero elaatto demand tor the export ot • 

partloular OOIIDt17 ta tar troa betag generally the o••• 

(11' •••r approxt .. te4% ). "OlearlJ, ._anuel'a norul oaae 
22 

ta htghl:r abnormal, lndeett a ll•ltlag oeae ••••••• " 

Oluntea Rosa Sbowa how Immanuel further oonaffera 

the ef'teot of the ex.port tax o.n -fel'IU ot 'rac!e aacJ Bela110e 

ot trade 1n 4 poaatble oeaea (p. 232). 

(1) OODatant ooeta- tn-elaatto deMikt 

(2) Coaatent ooata - elaetto d-n• 

(3) Inoreaatng ooata - inelaatto a ... nt 

(4) Inoreaatna ooata - eleatto deaent1. 

~· 118'1'0'1' are !leld to tmproYe tn response to en export tax 

tn all 4 oases and 8pperentl7 to tbe full extent or tbe tax 

in oeae 1 sncJ ) • . alun1ea Rosa allegfta that the seeerttoa 

or full proportionate 1mprOYsaent tn TO! in oaae ) ta 

tgoorregt unleaa 'laelastto aemena• te bel~ to aean d ... Dt 

of zero elasttoit7. Thus presumsbly, •elastto ~eaaDd' 

22. Rosa ( 1976), p. s-J.. 
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aboald mean aemeo~ ot aD.J elaattettr greater than sere, 

wldoh uana that oaaea 1 eat ) beooae unreal 11111 ttag ••••• 

while oaae 2, wttb oonataat ooata aad therefore tnttattelJ' 

elaatio aupplJ oaa bartl7 be eYen approzt .. telt reallatlo, 

e%oapt pel'hapa tor aoae uauta.oturea ant1 aenteea. Oaae 

4, aloae then - wtaere partial taproY ... at to KBTO'P aaa a 

tendeno7 to wonen ta Trade belanoe - ta then the onl7 oae 

w1 til 07 olala to realln tor prf.u17. produota. lhtt here 

too, It elaatto a..aa4 ta taken to .... elaattott7 areater 

\baa zero,Cluatea Rosa ellecea that -...auel ta eaata to 

error, alnoe re4uoe&! reoelpta tor esporta, (whtoh la Wbet 

la .... , b7 woraent-s ot trade baleaee) are not eatallea 

1t7 a teaut elaattott7 sreater thea zero, but oal7 'bJ' a 

cle•nt elaattott7 greater then 1 • 

._.auel all tbroup, aa81111ea tapltol tlJ a tt:xet 

exoheqe rate and t1eala ODlJ wlth RBTOT. Be lporea the 

oonoept of YTO! expltoltlJ when be 8878 • ••••••• tbat the 

teraa ot traae haYe no,biQS to t1o with the 9Japtttte1 

exported or laperted, but aolel7 with unit pr1oea•, 23 end 

thta ta a maJor trawbaok. At the .... tlae atraasel7 

eDouch he ctoea r et ar to total export eara!nsa eat appear• 

to eatabl tah a strong presumption that thaJ will rtae, 

•ten whea he dlaou•••• en !lpOft tex t appeed •x 1 al!'Gt 
oquptn eat! not bJ' e:xporttns oouotrtet aa • boc!T. 

2). Jmmaouel (1972 ), p. 2)1. 



Wbat Emmanuel is reall7 ooaoeraet wttb, la dou-le 

faoteral term. ot trade i.e. the rate at wb1ob the protuot 

of one unit of laboar tn ~· liDO oehaqea tor in Ule LnC. 

In this oontext Ronald 71adl., (1981) ooastruota an exa~le 

wbere the n~ teollne l.e. there ta W.B. while tbe BB!O! 

aotually 1aproYe. In1t1ally the reel wase, the rate of 

profit aDd relat1Ye oapttal iatenattlea are the aame ta 

both the oouatrtea i.e. the nrroT are uatt:r - the al\uattoa 

ot equal exobaage. '!'be terma of tracte et tbla potat are 

giYea b7 aa7 1 oottee • 1/2 steel. 

llcw, it the prot1uot1YttJ of labour in the ateel 

exportins oouat17 lnoretusea en4 the workers there are a-1• 

to set a rise tn real wecea, 1dl1le •s•• ta tbe other 

ooaratey remata the ••••• then the teraaa ot trade beooae, 

aq, 1 ootfee • 5/9 steel. fte DTO'l' are now better tlaaa 

tbe7 were before the 1DOrease 1n waaea, but the DftO'f he•• 

turned asatnat the oortee expontag-lowr •••• oountQ. 

Thia ••uuel o•atters to be U. B. nntlaJ' tin<' B•· 1 t · .: 

atranse that u.E. ta oonalstent wdtb a aubatanttal 

lmpro't'ement tn RB!OT aa4 a rtae ln the absolute leYel of 

the real tnooae. It seems strance be 88JS, "•~····· ~ 

someone to objeot to en increase in pro4uot1Y1ty ••••• oa 

the croun4a that 1t oauaea the DftO'l' to 411Yerse from 

UD1t."2,. 



BYaaa etteoka the aawooeo7 ot auter.tto 4ewelopaeat 

an4 pointe oat that with tbe aasuaptioa ot sobilit~ of 

oapttal lt la poaalble to~ oapltal to abaadon •DJ oae 

ution, where ita worker• atnke a wese baraata too blab 

tn real teJIIU to ~eld the lateraatloaal rate of prott t, 

and therefore any asaea•ent ot poaal ble iaproY .. eata la 

the salaa troa trade ln a atrategy of aore aelt-reliaAt 

(autarkto) dewelopaeat, depeada oa \be oapaotty of the 

depeadeat oeuntry ~ organise reatatanoe asataat the 
. 

oeapetittwe power of tateraattoaall7 aoblle oapltal. BYaaa 

therefore eaaerta that the aoluttoa \o uaewea ftatrt~ttoa 

of aetaa tzooa trade aat be poaet lD teras ot tatena.ttoaal 

oo-operatl oa of laltou-, rather tbaa precr-ea ot autaHto 

dewelop•at. 

4.10 KODinCAftOliS auocurn .B!' QRI'J.'IQ! 

Iaaplte of the ort ttolua lewelle4 aaatnat the v.•. 
theata elaoat all tbe orittoa ed.Jt that tt.B. doea eztat. 

fte Jlarxlata ooatna that the 110raeatnc of the !0'1' 

oanaot be r ewealec1 b7 aaalyataa exohaage relatloaa. It ta 

at the leYel of produot1gn relettoas that the aeobaal• fd 

ezplottett on of Periphery bT the Ceatre la to be tOUDd aad 

the modttloattoaa sugseate4 bT tbeae orlttos refleot tbe 

need to tnoorpor ate tbla. 

Aida taelata upon a atud7 of tb e plaoe beltt by 

moaopollea tn worl4 trade, aa •aatnat eoonoaet~lo atu4tea 

ot elaettottle•, while Agh & Mendel empbaalae tbe eztateaoe 
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ot ~.B. uater uaeYea ooadtttoaa of teYelopaeat. 

Other atteapta merel~ aeek to •o't~ tbe tool uaet 
25 

to expose the pbeaoaeaoa of tJ. a. •· 1e Sataal, Oaoer Browa 

and Daac!elalr uae the Sratta qatea 1aateat of the Manto 

qat•. Sau (1940) preauta u exei'Olae la alaebra wbea 

be allowa tr. B. uater balaaoetl traae. 'Dlta baa oalle4 tonll 

orltiota .. troa Boae (1980), Dandekar (1980) but aoae of 

tba ••• to agree with the •tbotolog adopted b~ the 

other. 
-

!he tJDequal hobaage debate la aot ooaf1ae4 to the 

oap1tal1at worl~. Moattaa (1967) usee the u.B. ooaoept la 

bla dtaouaalon of the relations of co..antat Roaaata wttb 

the OODOON. !'Ilia debate tllua oonttauea wt tb aupportera 

ead tUaaentora oontlaulng to aaraball eYtdenoea ta npport 

ot their own bJPotheaea. 

2S. The origi nal work:a ot both tbeae authors were not 
aYailable t o ua, we therefore rel~ upon aeoonda~ 
aouroea - Sau (1976), Am!n (1977). 
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'l'.be earlier axplaaattona tor the aeoular cleol!ae !a 

the terma ot trade or L~C• - Yla. Preb!.ah'• theata -

e.,uatae the prlu17 proctuot - exporttua - atatua or Lnoa 

aaa explain the phenoaenoa with the help or tnoo .. 

elaattot t!ea ot 4-n~. lfamlaauel 'a hnotlleala, howeYer, 

expoaea • mora tuaa ... atal probl.. - that ot ap upeqgal 

•xohange ot labor Yeluee. Ia order to llhow exploitation 

tn exobaage, oaa baa to oompare the prloea that are 

aotuell~ petd, to eo•• retereno• •• , ot "oorreot• prlo•• 

ellA! tb!a ta exaotl~ what W.uuel. (!oaa tn bla waeqaal 

exobaage hJ»otbea1a. 

~tdentl~, both tbeae bJPotheala baYe.dtttereat 

polto~ 1mpltoat1ana: wbtle Preblaoh and othera adYooate 

1naGatrtaltaatton eat proteottoatea, Immanuel dealaa that 

trade oan ner twao tl on u an •eact ne ot crcnrtb" la the 

present aooto eoona.!o ooadltloaa ln the LDCa aaa tnalata 

upon tnatttuttonal obaagaa wt'hln thea. 

Al though, the latter h~potheata ea preaaatea, baa 

oo• ta tor a great deal or ort tlotam on aooouat ot Uae 

aeaumptlona, the aethodoloCJ an~ tbe extr ... pollOJ 

meaeuree adYooated, moat ortt1oa are ta egreeaent wltb the 

baalo postulate vtz. that uaequel e20bange 0911 extat. 

'l'bere ts not auoh • plrtoel. 110rk teattag the tJ. a. 
tbeata. BoweYer the emptrioal atu~laa of Dlwan (197)), 
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Mwa ana llanah (1916), Mia (1m) aad Merellt (1983) 

abow that tbere ta a traaater of aurplua .alae tro. poer 

o01llltrlea to rt.ober ooutrtea, beartq out -.DUel 1 a 

bJPotheata. .&lao JJelk!ekar ( 1919) abcnra that auola 

traaatera oaD take plaoe between the or&aDtaet aaa 

uaorsanlaed aeo\ora wttbla an eooa-.,, thou&b lae toea Dot 

uae aotual aete. lluoh •p1r1oal work aeeaa to Ita doae te 

aubatanttate the u.•. hJPothaata. 

I\ woald elao be ot tatereat to uae the X..aauel 

tra .. work to .. ptrloall7 1aYeat1gate the treaatera ot 

sUrplua Yalue betweea atetea 8D4 elao betweea the Rural 

aad urbaa eeotore within • nattoa. 
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ffPppiX I 

APP.~OffS TO D'l BARTD murs 1 mt~• BRcm PRI · PBonuctts ANn Wui Aotri!UCS - O¥ 71 o 8 

~ - ~ ~ - - ~ ~ - ~ ~ - ~ ~ ~ ~ ~ ~ - - ~ ~ ~· - ~ - - - - ~ ~ - - ~ ~ 

Teer Pre- Leepe Lewt• tJ.B. Year Pre- Leaaa• Lewta U.R. 
blaob bleob 

( 1) (2) (3) (4) (1) (2) (3) (4) -- - ~ ~ ~ ~ ~ ~ - - -- - ~ - - - ~ ~ ~ - - ~ - - ~ - ~ - - ~ -- -
1871 103.0 1901 ) ) 96.1 as 

) ) 
96.1 88 1872 105.2 1902 ) ) 

) ) 
96.0 1S73 106.7 1903 ) 101 ~ 90 

) 
1S74 1.0S. S 1904 ) ) 94.1 90 

) ) 
1875 103.2 1905 ) ) 92.9 93 

1876 ) ) 10).2 1906 ) ) 97.1 90 
) ) ) 

J 1877 ) ) 10S.9 1907 ) 98.3 88 
) ) ) ) 

1878 ) 119 ) 107 102.8 19()6 ) 102 ) 91 9).S 93 
) ) ) ) 

1879 ) } 99.8 1909 ) ) 9S.O 96 
) } ) ) 

1880 ) ) 100.0 1910 ) ) 96.0 100 

1881 ) ) 101.6 1911 ) ) 98.2 10) 
) ) ) ) 

1882 ) ) 10).6 1912 ) 101 ) 100 100.3 100 
) ) 

106 191) 1 ) 
186) ) 122 ) 100.5 ) 100.0 100 

) ) 
1884 ) ~ 97.8 

) 
1885 ) ) 96.0 

1886 ) ) 92.6 1921 71 69 70.S 65 
) ) 

1S87 ) ) 94.5 1922 76 75 75.9 76 
) ) 

1S88 j 115 ) 100 95.9 1923 78 8) 90.6 87 
) l 1889 ) 97.6 1924 82 Sat 92.4 •• ) ~ 1890 ) 95.6 1925 84 90 9).7 " 



APPDniX I (ooDt4.) 

~ ~ - ~ ~ - ~ - - ~ ~ - ~ ~ - - - ~ - - - ~ - ~ ~ - ~ - ~ - ~ ~ ~ - ~ 

Tear Pre- L••aa• Lewla V.lf. Year Pre- Leape lAwla tJ.R. 
'-lull blaoh 

( 1) (2) ()) (4) ( 1) (2) ()) (4) 
~ ~ - - ~ ~ -- ~ -- ~ - ~ ~ - - ~ ~ - - ~ ~ ~ - - ~ ~ - - ~ - ---
1891 ) ) 95.5 1926 82 88 91.2 91 

) ) 
1921 82 91 9).0 9) 1892 ) ) 9).4 

) 
107 \ 1926 84 •• 89.2 9) 189) ) 97 95.5 

) ) 
92.6 1929 ,,. 86 "·' 91 1lt94 ) ) 

) ) 
89.2 ?6 T1 ?8.6 72 1895 ) ) 19)0 
. 

1896 ) ) 90.1 19)1 69 68 ?O.S 64 
) ) ,, 65 6S.1 60 1a97 r ) 92.) 19)2 
) ) 

1898 ) 104 ) 99 9).5 19)) 6? 6S 66.5 61 
) 

1899 ) 
) 
) 94.8 1934 69 70 ?2.1 68 

) ) 
1900 ) ) 98.0 ao.o 19)5 70 72 7).2 70 

19)6 72 14 17.1 76 

19)7 76 79 81.4 82 

19)8 70 73 74.7 68 

....... - - -- ~ - ~ ~ ~ - . - - - ~ - - - - ~ - ~ ~ - ~ - ~ - ~ - - -
PRIC:I OB lJNU VAUJB OY PBIIWlY PRODt1cmJ f PRICK OR tJIII-r VALU:I o• 

IWIUJ' .AOftJUS 
191) • 100. 

SOtmQBS: 

Column (1) : U. H., Boonoado aDd Sootal Oounoll, Poet War 
Pr!oe Relettona in Trate between undel'deYelo,ed 
and In4uatrlal1aed Oountrlea (K .. York, 1949J 
(alaeo) later publlabec1 ee Relative Pr1ee of 
Exports ana Import• ot UDderdeYelopad Couatrtea 
ttn1ted Nationa (1949). 



APPDDIX I (ooatt.) 

Col- (Z) : Aa ror Ool- (1) •••• oa Le•aa• or •••tou, 
Iatua\lieltaa\loa eat roret .. ~•• (OeaaYa, 

· 194S). 

Colaa ()) : W.A. I.wta, •orld proaao•toa, prieea ••• !'I'••• 1870-1960 ... eh••••r Bobool or .... ,. 
••• Sootal snalee ( 1952), 'fol. 20, pp. 105·)8. 

Col- (It) : Vld'at •••toaa, •••''•'toal 'l'earboot 1969. 



APPPPII II 

IlmiA•S HRP OJ' '!'MDI 

'l'he eerlleat oeae atuc17 ot Iaa:ta•a barter teraa of 

trade na uac1ertalten ~ llorcu ( 1960) ta ort1er to 

eaplrloall7 teat the h7Potheata that the loas run !Of ere 

biaeea asaiaat Lnoa. Moreen oaloulatat the TO! for 1861-

196), aad notea the general lmpreas1on ot a rlae-fall-r!ae, 

aad Yloleat laatabilitJ' throuabout. 

A more aeiailea anal,.ala ooaea from Appl.,.ara 

(1968) who ooYera tbe perloa 1903-04 - 19S2-S). Hla -~or 

ooaoluaion waa that " ••••• ower tbe long na Iac!ia' • '1'0! 

4id aot deteriorate to &DJ' !'rke4 ezteat, althOUih la the 
1 later ,.ears lt la rather iaooaolualYe. 

Aaother ooaoluaion of tbla atu«r ooatrer, to the 

tre~ueatl7 Yoloea ezpeotatioa reaarc11DC primer,. protuotac 

oountrlea, was that India'• TOT c114 Dot deteriorate aurtac 

the depression period (i.e. )O'a) nar did the pertoaa of 

unu1111el prloea lnoreeaea (1. e. the two wartime periota) 

aeoeaaaril7 laproYe them. The author ooa3eoturea that 

this .. ,. be eo, beoauae IDdia 4ia Dot fit the t7Ploal 

pr1ur,. produotag oatego17 a1aoe pr11181'J' laporte aac1 

aaautaotures exports were often important. 

A atua:v b7 Bhatia ( 1968) pot nta out the NB'rO'l' do 
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not ae\ertorete, exoept tur1ns the war period an~ 

c!epreaaS.on. 

Obtab•t '• (1974) review of tbe perloc! 19)o-" 

however ellowea that the Iattaa ezperteaoe na exaoUJ wbat 

waa expeotea of prt•ZT .,roclaot eXporters, 4prly fll.on 

R•r1ot•· lapeolallJ aartaa ~· deoaae ot the 30'•• thea• 

oo11Dtrlea experteaeet! aore atverae IBOftlaeata la tbelr !'M 

thaD thoae exportlq •auteoturea; end elao, c!arlq the 

~oa period Intte enJo,et better !07 then tbe exporter• of 

uau1'eoturea. Iatte'• 1'0'r, •• ebe abGWa, laprovea atee4117 

{ D ~· late 40' s aat1 reaohet . e peek la the Korean War IJQQ!!J. • 

ot 1950-S1. 

RegerdlDS the l9QS tera tE!Dt la Iaata'• ~ abe 

••r• "••••••• 1t baa aot been poaalble to oome to ear 
c!ettatte ooaoluatoaa ••••••• ,., tbe evatla~e taaez 

auabera abow that we oen later tbat there la a tlllbt 

upward aoveaeat ln Tot.• !bla la eaplalaea b7 the taot 

tbat Ia4la la -rstac alewl7 •• •• exporter of e lerp 

nu.ber ot aoph1at1oete4 aeauteotured tteaa. 

We preaent India's TOT tram 1a61 to 1968 la Tablea 

5 and 6. 
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APPDDIX II (oontt1.) 

'fable S : INJ)I4'8 DRM8 OJ fJW)I - Uf61-19Q2) 

192G-21 • 1 oo. 
~ - ~ ~ ~ - ~ ~ --- ~ ~ ~ - ~ ~ ~ ~ ~ - - ~ - ~ ~ ~ - ~ 

Year Year 
~ ~ ~ ~ ~ - -- ~ ~ ~ ~ ~ ~ ~ - ~ ---- ~ - ~ -- ~ ~ 

1 2 1 2 - ~ - ~ - ~ ~ ~ ~ - - ~ - - ~ ~ - - ~ ~ - ~ ~ ~ -- - ~ 

1861 92.6 1882 111.8 

1662 92.6 1U3 112.0 

186) 82.4 1884 12).0 

1864 78.0 1885 121.) 
. 

1865 ao.o 1886 116.2 

f866 87.2 1881 11).2 

1867 82.2 1888 106.5 

1868 87.8 1889 114.3 

1869 111.8 1890 114.) 

1870 110.5 1891 122.5 

1871 106.0 1892 1)1.0 

1872 111.0 189) 126.0 

187) 100.0 1894 181.0 

1874 108.0 1895 121.6 

1875 105.5 1896 124.6 

1876 99.0 1897 144.2 

1877 125.0 1698 127.5 
1878 1)5.7 1899 115.0 

1879 1)5.0 1900 129.1 
1880 125.0 1901 120.8 
1881 115.0 1902 181.5 
~ - - - - - - - ~ - - ~ - - - -- ~ -- - - - - --- - -
Souroe: Bhette (1939). p.417-18. 

1873 • 100. 
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APPIIIDIX II ( ooatt. ) 

!eltle 6: DPIA• 8 DillS or fupl - 19Q)::Oft - 1 9§7-H 

- -- ~ - ~ ~ - ~ - - --- ~ ~ - - --~ - ~ - ~ ~ ~ ~ ~ 
Tear lllatta 8.0BISIIft 

rnu or IJIDU 0., 
4f0f !'()If 

---- ----------------------- ---1 ' 2.' ) ,. s - - ~ - ~ - ~ ~ - ~ ~ ~ - - - ~ ~ - - - ~ ~ -- ~ ~ ~ ~ -
190)-0.. 11"/.0 104.1 11).2 

1904-0S 111.S 99.8 110.5 
.. 

190~-ofa 11Q;ol 106.9 120.0 

1906-07 132.4 112.6 126.5 

1907-o8 125.0 . 105.8 114.7 

1908-09 142.4 10S.1 108. s 
1909--10 1)4.) 107.7 115.) 

191G-11 116. s 11).0 121.6 

1911-12 120.0 114.0 127.2 

1912-1) 124.0 112.9 1)2.0 

191)-14 1)1.0 
11 '·' 

128.7 

1914-15 140.0 106.3 11S. 2 

1915-16 106.3 98.2 112.0 

1916-1? 10.0 ''·' 101.1 

191?-18 64.5 72.4 8S.1 
1918-19 69.2 74.2 85.) 
1919-20 101.2 82.0 84.) 
1920-21 100.0 66.0 65.7 
1921-22 104. 8 79.) 77.1 
1922-2) 12).8 94.8 97.8 
192)-21. 116.0 100.0 100.0 
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APUIDIX II ( OOD,t. ) 

- -- - - -- --- - ------ - - - -- - - --- - -1 2 .) ,. 
' -- - ~ ~ - - --- ~ ~ - ~ - ~ - - - - --~ ~ ~ - - ~ ~ 

1924-25 102.) 112.0 112.7 
I 

1925-26 110.9 120.1 120.8 

1926-r/ 116.0 116.1 118.) 

1927-28 107.5 124.1 128.7 

1928-29 124.0 124.7 12).,. 

1929-30 127.0 120.6 118.7 

193o-31 111.7 101.7 120.0 119.S 

1.931-)2 93.S 98.9 104.7 97.6 

19)2-)) a6.8 10S.6 to?.s 109.4 

19)3-34 92.2 104.6 10). s 106.) 

19)4-)5 96.0 100.2 101.4 115.6 

19)5-)6 10S.O 108.) 109.5 118.8 

19)6-)7 104.0 104.) 100.6 128.8 

1937-)8 92.) 96.1 9).) 122.7 

19)8-)9 90.0 96.) 92.) 114.1 

19)9-40 97.0 108.0 101.5 1)2.6 

1940-41 90.0 90.1 128.9 

191.1-42 .... , 91.6 114.6 

1942-4) 6o.s 94.2 121.8 

1943-44 10.0 95.9 1S).S 

1944-45 68.8 ao.s 151. s 
1945-46 45.3 84.7 14).0 

1946-lt? 47.5 10).8 1)1. 7 

1947-48 56.6 122.0 162.0 
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APPBIIJ)U II (eoaU. ) 

~- ~ ~-- ~ ~- ~ ~------- ~--- ~- ·- ~ ~- ~ 

' . 2 , 4 s 

194S-49 ~'·' 101.1 116.2 

1949-SO -~ 72. 0 104.4. 122.0 

1950-51 72.) 120.0 1)0.7 

19S1-S2 81.) 146.) 166.6 

· 1952-S) 56.7 110.9 100.0 

1953-54 108.7 

1954-SS '"·'· 19SS-J6 10).,. 

t9S6-S? 95.9 
1957-58 96.9 
1958-59 100.0 

1959-60 101.1 
1960-61 114.5 

1961-62 111.2 
1962-6) 112.6 
196)-64 108.2 

1964-65 108.1 
1965-66 108.7 
1966-67 112.7 
1967-68 124.2 
~ ~ ~ --- --- - - - - - -- - - - ~ ~ -- ~ ~ - ~ - -
Sopg••= 
Columa 1: Bbatte (19)9), pp. 417-419. I ·' 1S7): • 1 oo. 
Coluan 2: Appl.,ar• (1968) - '••• r•era 192)-24 • 100. 

Colaan ): Obtab't (1974) '••• rear 1952-'1 • 100. 
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APPJOO?IX III 

DB DIRICT CAJ.CVLATION 01 WCliS Ol PROpmrl'IOI 

Bmmaauel points out that aaar Merxtata agree tbat 

there ta no reaaam wh~ oae oADRot/abould aot oaloulate 

prtoea ot pro4uotton dtreotl~. without aotng throu8b the 

Yalue at&gea. '!he eannta1e ot the Mthod that ltepaa w1 til 

velu . la that it otrouaYenta the daqer ot oonoealtq the 

taot that prottt ortctnatea aa a teauotioa troa total aoolel 

labour. Oaloulatton ln prloe terms obaourea the aootal 

relatione of oapttellat pro4uotlon ua leac!a to the alataka 

aotton that oapltal ta aoaehow •protuotlYe'. 

Jmmaaael ho .. Yer polnta out that •tbla la aa etbloal 

14ea u4 not aa epprehenaton ot reel1t~. Tile reeltt~ la 

that neither protlt nor weaea are ensentere4 b~ the proeeaa 

ot olroulattoa, but b~ that of proc1uotlon and. that ••••••• 

thea• two .asattudea ere laYeraely proportional to eeob 

other, whtob ••••• stYea rtae to en laeYttable entaaoat .. 

between the olaaaea ••••• . It ta tbta that enablea ua to co 
trom eoonoato lewa and oatesortaa to blatorloal onea.• 

Be then prooaada to llluatrate thle without reaorttna to 

the 'tranatormation• quibble. 

We present here the general1ae4 tors - A aoolet~ 

poeaeaaea an 1ndettatte number ot oo .. o41ttea, A, B •••• K ; 

Immanuel (1972), Appendix v. p. 401. 
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A81 At. • • • • • AJt; B81 lib • • • • It eat! eo on cton to K, ere 

the cauutl ttea of A1 B ••••• 1: alob eater tate the oepl tal 

tnYeatet1 tn A, B •••• E, eeoh of tbeae te~ betas cr-ater 

than or- equal to zero. 

A1
8 , •'• •••• A1k are parte of Aa• Ab ••• Atl 

B1a1 a1b ••• B1k are parta·et Bat ._ ••• Jt ant 80 OD tOWD 

to K, aDd theJ eater into the •terlal ooanQttoa or 

ooaau11pt.f.on bJ workere tn broohea A, 8 •••• K. - all 

theae teras ere again sreeter than or e~ual to zero. A ta 

higher thea or equal to the aua of A1, ana eo on aowa to K. 

P8 , Pb •••• Pk ere the ualt prtoea of A, B ••• 1: ant r ta 

the rete of proflt. 

AeoeptlQB that one of the oo .. ottttea la the aoae7 

oommoatty 1 equal to the ua1t ot Yalue, or wbat aaouata to 

the aeae th!q, oonoerntnc ouraelYea wltb oDlJ tile relettye 

pr1oea, tbet Ia the retl oa 1./B, A/0 • • • • A/X we neet1 to Jmo• 

(K-1) rettoa, plue the rate ot profit r, wbtob st••• ua K 

uakaowne tor K 1n4epeaaent etuatton•. 

... _ ..... ____ _ C + V Prottt P.o.p • - -- ... - ... - ... - ~ - - ... ... - - ~ - - .. ... ~ ~ 

AaPa•BaPb•• ••KaPk (A
1

8 P8 +B
1

8 Pb+• •• K1 8~) (AaP8 +BaJ'b+•. ~~'lt)r =- AP8 

AJ)P8 +.8)»Pb+• •• K))P~c (A1))P8 +B
1

bPb••••JC1a.P.t) (Aa,P8+~+ ••• l:~)r = BPb 

' ' t ' 
' ' ' ' 

.. - .. .. - .. .. .. - - .. - .. .. - -
.L:.2 .. ,. .. - - ....... 
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Tbia illustrates the poiat am.anuel aaaerta that it 

we waut to aolYe tbe problea ot quantitriD& oomaodittea, 

while basing ouraelYaa exolua1Yel7 on the ooa41t1ona of 

produot1on, the onl7 .. SD1ta4e we are ebltcet to rel7 upon 

ta wesea, aa the ttrat de4aot1oa that ta ae4e fro• aoolal 

produot, profit being aerel7 a reattue. It we laok thla 

aegaitude, t.e. lt wasea are not •stven' ana 4o not 

oonatttute an independent Yartable, tben \ha problea ot 

detlnlag Yalue on a» obJeotlvtat beata ta inaoluble, and 

no ebatraot eqalllbrlua prioe ot produotton oan be toun4. 

Bmmaauel also pointe out that this aoluttoa ia 

reatataoeat ot Plero Sretta' a, but utntatna that there 

are ooas14ereble dttterenoea between the two aoluttona. 

The uta dtfterenoe lies in the teet that la 

Jmmaauel'a ao4el wace la tbe !Ddependeat Yarlable. It fa 

expreaae4 tn terma ot a alacle oomm~lt7, the mone7 

oomaot1tt7. Be oalla tt a semi-real wece, beeauae ita real 

oounterpart, the 4ettatte aaaortment of coods oonauae4 b7 

the worker, ts not and oauaot be stven ex ante, but ta 

ultlaatel7 dependent on prloes, wbtoh ln turn depend oa 

the organto ooapoatttoa ot the la~astrlea profuolq the 

workers' oonauaer &oods aa ooapared wttb that ot the other 

t n~uatrtea. 

Sret t e, on the other hand Bmmaauel alleges ater'• 

his enel7st a also tekln& wesea ea the 1n4epen~ent ~•rtable. 

but he looka tor an ultra-real was• repreaentlng either aD 
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aaaorgeDt Of 1 apeolflet1 ll808888:Pleat or 88 ebatraot, 

.. tba .. tloal treottOD of the aet aootal protaot. Later 

however ( lD pan 44 of Ob.. S) be a till ta tbet -Ia 8 W8C8 

oauot be at•• t.roa outatae the a;rateaa, anc1 auu•••• the' 

the rate ot profit, • ••••• wh!ob ta .... apt1~l• ot betaa 

c1eterlllaea tl'oa outa14e tbe .,.,. ot protuottoa, ta 

part1eul81' b~ the level ot the .,..,. ratea ot latena••, 

ahoul4 be tree tea •• tbe ladepateat vart.a.,le, wt tllcna• 

otteri rae aDJ' tanher ezplaaa tt on. ._uwel t!aeratora 

ooatea4a the' tbla la a tee41J blow dealt bJ Bratt• 

titm .. lt to hta att .. pt at reba,lllta•taa olaaateal tbeor,r. 
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Lift OJ' MBRX!IATIO!I 

AaeJiou Zooaoato lleriew. 

Ceaat11aa Joui'IUil of leoacatea. 

Booaoalo 'DeYelopMilt eD4 Otal tural Chaqe. 

Booaold.e lourul. 

KooaOide eacl Polttleel Weeld~ • 

Incllaa XooaOIIlo Jou:nal. 

Iateraatloaal SOOlal Soteaee lulletta. 

l~al ·or ~velopaeat Stadtea. 

Joarael of Jeoao.to Statlea • 

Meaoheater Bebool of Beoa.toa aDd Soolal S\ut11ea. 

OR : Oxford Zooaoale Papel'a. 

QJB : Qaarterl7 Jounael of Boonoatoa. 

KBS : Renew of Kooaeato Stacttea. 
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