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WORLD ECONOMIC ORDER AND LIBERATION OP THE THIRD WORLD

(Challenges facing newly emerging nations)

CHAPTER I

APPROACH, CONCEPTUAL FRAMEWORK AND GENERAL ANALYSIS

Nearly three decades have now passed since the Second
World War ended and a new era commenced, marked by the process

of decolonization which gave birth to a galaxy of nations gene¬

rally referred to as the Third World (1). The main purpose of
this study is to investigate the structure and functioning of
the world economic system and its rationality from the point of
view of the peoples of the Third World. Our study will focus
on the inequalities of the present world economic order and
the challenges facing the new nations in their effort to libe¬
rate themselves from underdevelopment and dependence. The inter¬

national economic system, as it evolved through various histo¬
rical periods — mercantilism, laissez-faire capitalism and the
monopolistic stage of capitalism (imperialism) — is a system
simultaneously of power and domination-dependence. The structural

nature of the system is represented by two poles, the centre
(the developed countries) and the periphery (the underdeveloped
countries of the Third World) (2).

During the 1950s and most of the 1960s, there was a

feeling of euphoria among the newly emerging Third World nations
and within the international community. It was generally believed
that decolonization had turned colonialism into a thing of the

past, that it marked a new beginning in paving the way for the
new nations to achieve rapid industrialization and socio-economic

transformation, which would progressively change the centre-
periphery relationship and create a more homogeneous and egali¬
tarian world order. Criticisms from the left to the effect that

these new developments simply made way for a new phenomenon,

neo-colonialism, and perpetuated imperialism without direct



colonial rule were brushed aside as mere slogans and propaganda

originating from other social systems (communist countries and

ideologies). Development strategies and plans were drawn up,

both at national and international levgl, to help newly emerging
«

nations catch up with the developed countries so as to create

a new world economic order which would ensure a better life for

future generations. In this respect, however, the experience
of the past two decades has been very disappointing, for the
characteristic feature of the post-war period has been increased

international polarization between the centre and the periphery.

Uneven development has continued and differentiation within the

periphery .has increased due to the uneven development of its

component parts. Poverty, unemployment, regional imbalances,
inequalities among social groups and other conditions of under¬

development in the Third World are no better, and probably far

worse, today than two decades ago.

During the past few years and particularly since the

emergence of a new structural crisis of the world capitalist

system, a number of studies and international forums have expres¬

sed concern about the intensified polarization within the world

economy' and the threat such polarization poses not only to the
world order but to mankind itself. This concern has been reflec¬

ted at different levels. On the one hand, a new breed of demo¬
graphers and neo-malthusians have revived the Malthusian ghost.
The "overpopulation" theorists try to explain the persistent

underdevelopment and the consequent deterioration in the world
order by demographic factors. They suggest that the underdeve¬

loped countries find themselves in a "population trap", and so

"birth control" becomes the cruacial^prescription for breaking
out of this trap (3).

On the other hand, the art of societal prognostication
is in vogue and a number of prognosticative studies have appeared
in recent year with attempt to study the future world order.

These studies fall into two main categories: (i) those prepared
for the "Club of Rome,", which project the world economy's natu-
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ral resources requirements in the years after 2000 against the
assumed finite limits of the available resources on earth (oil,
minerals, supply of arable land, the biosphere's capacity to
absorb pollution, etc.) and conclude disaster for mankind in the
near future, unless the so-called population explosion in the
Third World is halted and economic growth in the world as a

whole is considerably slowed down (U); (ii) studies which
attempt to extrapolate the economic dimensions of the world

order into some future date — say the year 2000 — using con¬

ventional projection techniques of economic analysis, then to

go on to contrast the extrapolated international order with the
optimal (or preferred) one, and finally work out how social

engineering should be improved so as to make the evolution of
the international order shift towards the so-called optimal one(5).

It is important to note that neither the different
variants of "overpopulation" theories nor the types of prognos-

ticative studies mentioned above seem to be useful in understan¬

ding either the present structure and functioning of the Third
World economy within the world economic system or the probable
structure and functioning of the system in the future.

The basic approach underlying these various studies
is derived from the neo-classical economic theory, which in
the social reality is individualistic and subjective and which

corresponds to Newtonian mechanics in physical science (6). In

analysing the process of growth and development or in drawing
up a framework for the growth and development planning process,

this approach excludes social parameters and concentrates on

technical relationships. At best, it considers the so-called
non economic variables as external data variables. The production

process is not considered as a social but a technical one,

combining, in some optimum proportion various inputs (labour,
means of production — referred to as capital — raw materials,
etc.). Distribution and exchange are assumed to be governed
by technical as well as supply and demand relations. Production
and trade relations between nations (i.e. international specia-



lization and the division of labour, especially between the
centre and the periphery) are rationalized by the subjective

theory of value and variants of the Ricardian theory of compa¬

rative advantage.

The neo-classical theory of international trade treats

the countries of the world economic system as self-contained
economic units' which exchange products in the international
market place. This operation is called "international economic
relations" (or international trade). Thus, the conventional
approach with its roots in the neo-classical economic theory
fails miserably to grasp both the structural nature of the func¬
tioning of the global system and the internal socio-economic
structures of the underdeveloped countries and their external
economic relations with the developed nations. An understanding
of both the nature and complexity of the links between the
internal and the external phenomena in the underdeveloped
countries is crucial if a correct analysis of the developments
in the world économie system is to be made and their implications
for peoples of the Third World understood. It is within this

framework that we are able to determine whether economic aid

from the metropolitan countries plays the role of a catalytic

agent for growth and development in the peripheral economies,
or whether it is used as an instrument of domination and condi¬

tioning of the socio-economic structures in the underdeveloped
countries necessary for imperialist expansion.

The characteristic feature of economic relations in

the world economy is the exploitation of the periphery by the
centre. Capitalist exploitation of the periphery's natural re¬

sources (many of which are non-renewable) is carried out at a

phenomenal rate to service the requirements of the central

capitalist' economies. This not only drains off the wealth
and economic resources of the Third World economies, but also
deforms their economic structures, reducing them to cxtraverted

economies, and in this way the colonial economic structures
are transformed into neo-colonial structures (7). Direct transfers
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of surplus take place from the underdeveloped to the developed
countries through the repatriation of profits, dividends, mana¬

gement fees and royalties on technology imports etc., as well
as through the "transfer price" mechanism. Finally, trade bet¬
ween the developed and the underdeveloped countries is governed

by "unequal exchange" (unequal remuneration for labour at the
same productivity level) in favour of the developed countries.

Unequal trade and the widening gap between the centre and the
periphery in terms of real wage levels and the development of
productive forces are directly related to the uneven pattern

of the international division of labour and specialization.

This, in turn, may be traced to the historical evolution of the
international economy, i.e. the capitalist development at the
centre and the process of integration of the periphery into the
international capitalist system. One consequence of "unequal

exchange" is the hidden transfer of huge amounts of economic
surplus from the underdeveloped to the developed countries through
the channel of international trade (8)V"

The general belief, then, that the underdeveloped
countries receive financial aid from the developed ones is a

misconception. If one moves away from the superficial analysis
of the neo-classicists and takes into account the drain-off

of non-renewable resources and the direct and indirect (hidden)
transfers of economic surplus from the underdeveloped countries,
one will find the opposite to be true. The underdeveloped coun¬

tries are, in fact, helping — as they .have done ever since the
European nations began their mercantilist and capitalist expan¬

sion — to finance the economic development of the central capi¬
talist countries.

Another salient feature of the conventional approach
to development is the acceptance, implicitly or explicitly,
of Rostow's conception of social history and his thesis, of the
linear form of development (9). Consequently, this approach
denies any history to the societies of the Third World and treats

development and underdevelopment as two independent phenomena.



In this way, a now branch of economics called the economics of
underdevelopment, has come to occupy an important pla.ce since
the last world war. There is a popular variety of theories of

underdevelopment which attempt to explain the process either
by such tautologous statements as "a country is poor because
it is poor" (the so-called theories of "the vicious circle of

poverty" and "quasi-stable equilibrium at a low level of deve¬

lopment", etc.) or by a number of characteristic features, or

factors, in underdeveloped countries ( a high proportion of the
population engaged in agriculture, large-scale underemployment
and unemployment, lack of capital, low per capita income, low
levels of national savings and investments, small industrial
sector, low productivity, high population/land ratio, high rates
of illiteracy, etc) as development-inhibiting factors (10).
These factors are, of course, lifted out of their true historical
context and hence can only serve to describe the superficial

phenomena of underdevelopment as it exists in the Third World.

It should be recognized that the conventional approach,
even in its most technically sophisticated form as in dynamic
models of economic growth, is incapable of providing a concep¬
tual framework for understanding the process of development
and underdevelopment (11). The apparent characteristics and
results of underdevelopment, as observed in our economies —

low per capita income levels, slow growth of income in relation
to population, regional imbalances, inequalities among social
classes, external dependence, over-specialization of the
productive structure, underemployment and unemployment, malnu¬
trition, economic, social and cultural marginality of... large
sections of the population, and so on — are neither deviations
from normal characteristics or patterns found in the developed

world, nor are they teething troubles which could be healed by
economic growth and modernization. Behind these characteristics,
lies a system organized on the basis of certain socio-economic
structures whose functioning inevitably produces these results
and will continue to do so as long as its neo-colonial structure
is not radically changed to allow for the development of a

self-centred and self-reliant system. The socio-economic



structures in the underdeveloped countries have, to a large

extent, been conditioned by the external relations of these
countries. Far from being an original or "natural" condition
of the Third World countries, underdevelopment has been imposed
by the international expansion of capitalism.

Historically, underdevelopment and development have
been simultaneous processes, organically linked to the global
development of the international economy. It would be. a funda ■

mental error to accept the thesis which states that the Third
World countries are latecomers on the development scene because

they were left out, or by-passed, in the process of development
and that underdevelopment is merely a phase in the evolution
of. politically and culturally autonomous and isolated societies

.t of the Third World countries. On the contrary, the process of
underdevelopment of these societies is directly related "to the

'

process of development of today's advanced capitalist societies.
The Third World economies fulfil the role of the periphery in

the present international economic system not because they were

left out of the system for a long period in the past., but prin¬
cipally because with capitalist development being concentrated
at the centre, they have been gradually integrated into the
international economic system. This integration process has

disintegrated the social formations of the countries of the
periphery and, in doing so, has deformed their socio-economic
structures. It is important to recognize that, through various
historical periods since the 16th century, changes and tran's-

■ formations of the productive structures in different parts of
the periphery have been conditioned by the self-centred capita¬

list development in Europe and North America. These changes,

although they reflect the process of underdevelopment in the

periphery have naturally produced growth and expansion, albeit
unequally in different regions of the periphery at different
periods. The. structures of the peripheral economies so evolved

are dependent and dominated structures. It is in this historical
, perspective that the structure and functioning of the interna¬
tional economic system and its consequences on the Third World
economies should be studied (12).



The economic structures of the underdeveloped regions

of Africa, Asia and Latin America, which have been shaped by
dependent relations through different historical periods since
the 16th century, reflect both unity and diversity. The struc¬
tural unity of the underdeveloped economies should be son

against the background of their subordinate status in the inter¬
national division of labour and their situation of dependence

in the international economic system. They are primarily raw

material producing economies and their productive structures
are without forward or backward linkages either within the
national economy or intra-regionally between the underdeveloped
nations. Historically, the evolution of the productive struc¬
tures in the underdeveloped countries has been conditioned by
the international expansion of capitalism and these structures

are hence oriented and linked to the self-centred and expanding

economic system of the centre. One characteristic feature of
underdeveloped countries is the wide divergence between domestic
demand and the needs of the broad masses and, at the same time,
there exists hardly any organic link between domestic resources

and domestic demand. Such deformed economic structures are

organically linked to their own internal social structures and
their relationship with the international capitalist system,
one serious consequence of which is the highly uneven distri¬
bution of income and wealth. The class structure in underdeve¬

loped countries, which has been shaped and transformed by
dependent relations in the international capitalist system's

process of development, is such that the economic interests of
the dominant classes (big landowners, the comprador bourgeoisie,
and/or the lumpen bourgeoisie using Frank's terminology)which
hold and/or appropriate the economic surplus retained internally,
are directly tied to the imperialist interests of international
capital. Although essentially dependent, these classes profit
from the international system*and from their close financial
and political ties with international capital (13).
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At the same time, there is diversity in the Third
World economy# Whereas some regions (or countries) specialize
in commercial agriculture mainly for export, others are petro¬
leum economies, others mineral enclaves and yet 'Others
mainly in' the hinterland — suppliers of cheap labour.

There is also a marked internal differentiation

within- the periphery in terms of overall development, level
and degree of industrialization, diversification of production -

and export structure» This diversity in the economic structures
of the Third World regions : is due to such factors as geographi¬
cal location, size and distribution of the population, natural
resource endowment situation, proximity of a region to the
metropolitan economy and internal class structures. It can

be aptly summarized in terms of a typology of the structures,
as follows: a) plantation economy: b) mineral enclaves (inclu¬
ding petroleum); c) trading economy ("économie de traite",
as, Amin has characterized the West African region); d) labour
reserve areas; e) manufacturing enclaves of runaway industries

(such as Hong Kong and Singapore).

However, the 1930s crisis, which.depressed the world
market and created severe difficulties for the export sector

of the peripheral economies, coupled with growing nationalism
at home and the strong demonstration effect of rapid economic

growth through industrialization in the Soviet Union, led to
a drive towards industrialization through import substitution
in many countries of the Third World. This process, which in
some cases started in the 1930s, but as late as the 1950s or

1960s in most countries of the periphery, has mainly been
carried out in collaboration with foreign capital and technology.
In certain regions and industries, however, the import-substi¬
tution based industrialization wa;s started by national capital
at the time of the 1930s crisis.
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Irrespective of how and when the process of indus¬
trialization through import substitution started in different
parts of the periphery, it has always been constrained by two

built-in limitations arising from the existing class structures.

Firstly, the process began in the context of existing income
distribution and demand patterns, which meánt that industrial
expansion (i.e. the manufacturing sector) had to concentrate
on final consumer goods for a small section with a high income
level. Thus, without effecting a- radical change in the class
structure and income distribution pattern, the internal market
could not expand fast enough to sustain the import-substitution
process indefinitely. On the other hand, even a modest success
of industrialization through import substitution required a

further deterioration in income distribution. A second limita¬

tion was imposed by the fact that the industrialization program¬

me did not develop a producer's goods (capital goods) sector
and these goods had increasingly to be imported from the centre
if the import-substitution process was to be kept going (14).
In other words, the economy ended up substituting imports of
luxury goods by imports of producers' goods. In some countries,
such as India and Egypt, attempts were made in the 1950s and
1960s to establish a state capital goods sector (integrated
iron and steel works, machine tools, etc.). Because of the
internal market structure, determined by the existing internal
class structure, a link was established between this and the
luxury consumer goods sector rather than between the capital

goods and mass consumer goods producing sectors. Since the
internal market was unable to expand fast enough to sustain
the growth of the capital goods industries, these goods were
either exported, as in the case of Egypt (steel products for
Soviet markets) or they developed excess production capacity,
as in the case of India.

While the initial objective of industrialization

through import substitution in the periphery was to seek greater
autonomy vis-à-vis the international economy and long-term
self-sustained economic growth, the results have been quite
different. The periphery's dependence on the centre has deepened
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(the case of the Latin American countries provides a clear

example of this), and, at the same time, the. limitations of
this, kind of industrialization unless preceeded by major changes
in the class structure and income distribution pattern has

become apparent. Although the process of industrialisation
through import substitution has failed to create a material
base for long-term, self-sustained growth, even in those Third
World countries where the process started several decades ago,

it has accelerated the process of proletarianization of the

masses,, increased the social and regional inequalities and the
marginalization of the population and of economic activities.
The kind of development resulting from this type of industria¬
lization has been aptly categorized by Prank as "lumpendevelop-
ment". It may also be noted that both the level and the pattern

of industrialization in different parts of the periphery have

been very uneven, Latin America being the most advanced and
Africa — particularly Black Africa — the leas-t developed

industrially. Even within each continent, the structure and
level of industry is extremely unevenly distributed among

different regions and countries.

As mentioned earlier, the process of industrialization
in the underdeveloped countries is carried out in collaboration

with, or exclusively by, foreign capital. Until the 1930s,
foreign investment (i.e. international capital) in the under¬

developed countries were concentra.ted in mining, petroleum and
plantation activities as well as in transport infrastructure,
designed for the purpose of moving primary exports from the
interior to the' seaports. Although this traditional interest
of international capital has not radically altered, there has
been a tendency in the past few decades for foreign investors
in the periphery to branch out and move into processing, manu¬

facturing and domestic commercial activities. This trend is
the result of the national drive in the Third World for indus¬

trialization through import substitution as well as the need
felt by the central economies to shift some of their industries

to the periphery to exploit more intensively the cheap labour
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available there, to economise on transportation costs and to
lessen the impact pollution generated by industry at the centre»

Another important factor determining the changing

pattern of foreign investments in underdeveloped countries is
the emergence of the multinational phenomenon (in the shape
of multinational corporations), a result of the process of
economic concentration in the industrialized countries. The

multinational corporations represent the most advanced form
of management and organization of international capital at the
present stage of capitalist development and they operate in a

growing world market which, under the weight of their economic

power, has become oligopolistic. Investments under the mana¬

gement of the multinational corporations are oriented towards
the expansion of markets, guaranteeing existing and acquiring
new sources of raw materials and other inputs, global profit
maximization and the establishment of monopoly or dominant

positions in the monopolistic situation. In view of the present

very high level of economic concentration in the global and
oligopolistic structure of the international markets, the
multinational corporations are at the core of the power nexus

within the international system which, as noted earlier, is
not simply economic but also a stratified system of,, power
relations•

It is not surprising, then, that most of the giant
multinational corporations and more than fifty per cent of

foreign investments in the periphery originate from the United
States — the chief-centre (1$). In the period between 1914
and 1947, the United States were able to establish absolute
economic superiority over other imperialist countries at the

centre (Western Europe and Japan), which had been considerably
weakened, both militarily and economically, by the two world
wars. At the close of the Second World War, the United States
emerged as a clear hegemonic power in the international system.
This hegemonic position of the United States was reflected

by the; introduction of the new international monetary system,
known as the Bretton Woods system, which was imposed by the
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United States in order to regulate the intercountry movement
of capital to its own advantage. During the 1960s, the relative
hegemony of the United States within the international system
showed a marked tendency to decline, mainly because of the more

dynamic expansion of Western Europe (chiefly the EEC) and Japan.

Having regained their competitive position vis-à-vis the United
States, Western Europe and Japan rose to challenge the United
States'hegemony. A reflection of the same phenomenon is the

emergence of multinational corporations originating in Europe
and Japan in competition to those from the United States.
At the same time, the interdependence among central capitalist
economies increased considerably during this period.

It is against this background of interdependence
and inter-capitalist rivalries at the centre, that we shall
examine the place and the role of the multinational corpora¬
tions in the international system, while studying the emerging
new order of the international division of labour, especially
between the centre and the periphery. In the same context,
we shall further examine the form of dominance/dependence rela¬

tionships arising from the growing power and domination of the
multinational corporations within the international economic

system.

It is important to note that since the October 1917,
Revolution in Czarist, Russia, which made the first breach in
the international capitalist system, several other countries
of Eastern Europe, Asia and,Latin America (Cuba) have withdrawn
from the system. This has added a new dimension to the world

order in that there now exists a group of socialist countries( 16 )«
These countries, while remaining outside the international
capitalist system, do participate in international trade and
hence have trade relations with both the advanced capitalist
countries and the Third World. With the development O'f détente
between the West and the socialist block, the multinational
corporations' involvement in the economies of socialist countries,
particularly those of Eastern Europe and the U.S.S.R., has
grown. The principal form this involvement takes is the sale
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of technology and coproduction agreements. As of January 1973,
some 600 such agreements were in force between multinational
corporations and socialist countries(17)«Economic relations bet¬
ween multinational corporations and socialist countries recei¬

ved a new impetus when the former President of the United

States, Richard Nixon, secured détente with the U.S.S.R. and
China in 1971. However, already between 1960 and 197Ó, trade
between the advanced capitalist and the socialist countries
of Eastern Europe and the U.S.S.R. grew faster than did intra-

regional trade, among the socialist countries themselves.

It has been suggested that the celebrated Nixonian
détente with China and the U.S.S.R. was primarily motivated

by a desire to facilitate access of international capital to
the areas of the world hitherto closed to it and thus to start

the process of reintegrating the socialist economies within
the international system. We do not by this mean to"imply that
the role and effects of international capital's involvement
in the socialist countries are the same as in the capitalist
countries. The socialist countries, as opposed to the nations
of the Third World whose development process is externally

dependent, have an internally determined development process

and can therefore adapt and absorb technological and other
inputs provided by the multinational corporations into their

development process without laying themselves Open to economic

exploitation by international capital. However, the question
must be raised as to how far such economic relations between

the socialist countries and the multinational corporations can

develop before the former themselves become subject to an inter¬

national division of labour programmed'for the world economy

by the internationalization of capital (18).

A further important trend during the past two decades
has been the growth of economic relations (mainly through trade)
between the Third World economies and socialist countries. In

fact, the external trade of some countries of the Third World
with the socialist countries has now reached a significant
proportion of their respective total external trade. These new
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developments in the international economy must be taken into

account when studying the present structure and functioning
of the world economic system and the probable pattern in the
future from the point of view of identifying the role and
place of the Third World economy within the system. We often

find a tendency among radical social scientists to oversimplify
matters in the name of abstraction and to analyse the struc¬

ture and functioning of the world economy simply in terms of
relations between the Third World (the periphery) economy and

that of advanced capitalist countries (the centre).

In the present study, however, we will treat the
world economy as divided into two parts: (1) The group of
countries that have chosen the socia.list system and therefore

stand outside the international capitalist system; (2) The
group of countries governed by the laws of the capitalist
system.The second group, which comprises the global capitalist
system, is sub-divided into two sub-groups: (a) the developed
countries, most of them highly industrialized, which comprises
what we refer to as the centre or the imperialist camp; (b) the
underdeveloped countries of Asia, Africa and Latin America,
excluding the socialist countries, whose structures are depen¬
dent on/and dominated by the imperialist camp and which cons¬

titute what we call the periphery. The use of the term "Third
World" in our study with reference to the underdeveloped coun¬

tries does not signify any Third World ideology. We do not see

the world as one divided into three parts. In reality, the
Third World as a group is nothing but a periphery that very

much belongs to the international capitalist system as a back¬

yard of imperialism. The reason we have accepted the use of this

expression is that it has found much favour and has been widely
used ever since it was coined in 1956 and thus everyone knows

what type of countries and economies it refers to.

Finally, it should be noted that the world economic

system is now undergoing a profound transformation which will,
perhaps, lead to a new international division of labour. The
apparent success of the oil producing countries (OPEC), reflected



in recent increases in the price of oil and progress towards

transferring ownership of the petroleum industry from foreign
companies (the major international oil firms) to oil producing
national states or corporations, has given rise to a new wave

r. •' . . . ;

of economic nationalism in the Third World. Several other Third

World exporters of primary commodities have been inspired by
the OPEC example to control and improve their terms- d-f trade
with the industrialized countries. Recently, seven leading
bauxite exporters, including two countries from outside the
Third World (Australia and Yugoslavia) formed an International
Bauxite Association (IBA). Six major phosphate producers have

taken joint action by tripling the international price of

phosphate. Similarly main producers of other primary commodities
such as tin, copper, iron ore, coffee, bananas, rubber, nickel,

cobalt : etc., are attempting to join together in an effort to
control the terms of exchange of their products. For the first

*

time, the existing system of unequal exchange between highly
industrialized and underdeveloped countries is being challenged
by the Third World. There is a grox^ing recognition that national
economic sovereignty is inseparable, from the objective of

greater equality in international economic power relations#

The effects of the recent rise in oil prices has been

both sharp and pervasive in the international economy. A first
effect has been that the trend of the 1960s in power relations

at the capitalist centre has been reversed. The United States,
which depend relatively less on oil and other raw materials

than Western : Europe and Japan, has taken advantage of recent
developments to re-establish its hegemonic power within the

international system. This has sharpened inter-capitalist

rivalries at the centre. Secondly, the large international oil

companies, which, are also the dominant multinational corpora¬
tions, have realized huge profits in a very short time from
the sudden quadrupling of oil prices. The declared profits of

these companies for 1973 and for the first six months of 197 4

were between 60 and 160 per cent higher than in previous years.

The enormous super-profits realized by these firms has consi-
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derably increased their research and development capacity and

enabled them to expand their operations in new fields and thei

capacity develop new technologies, substitutes and alternative
sources of energy. Thirdly, some oil producing countries, par¬

ticularly in the Middle East, have emerged as a new financial
power to be reckoned with in the international economy.

Fourthly, the impact of the rise in oil prices has imposed
temporary economic difficulties on some underdeveloped countri .;s
which neither produce oil nor benefit from the recent increases

in the prices of some other raw materials. There..is every

indication that these difficulties — which in some cases are

very real and should and could be overcome by a concerted

effort on the part of both oil-rich and oil-poor Third World
countries — are being used by the central countries to divide
the Third World on the oil issue and thereby to defuse the

challenge by the Third World countries to the existing system
of unequal exchange.

A proper understanding of the issues involved in
these recent developments and the apparent success by some

Third World countries in actively controlling the terms of
their trade with "the centre, cannot be..gained without a com-

pixstreinaive analysis of the struadarral functioning of the inter¬
nal systems. This is the main focus of our study. Such an

analysis will enable us to understand both the meaning and
the consequences of the recent wave of economic nationalism

in the Third World. In an effort to counter any challenge
from Third World economic nationalism to the existing pattern
of the international division of labour imposed by imperialism,
international monopoly capital is actively engaged in co-opting
this economic nationalism. In doing so, it relies mainly on

the lumpen bourgeoisie aided by a recently developed, sizeable
and sophisticated bureaucratic class. The main aim is to fore¬

stall an active alliance being formed among the impoverished
classes (peasants, workers, underemployed.and unemployed) in
the hope of liberating themselves from the existing internatio¬
nal division of labour imposed by imperialism. The liberation,
or disengagement, of the Third World from the existing unequal
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international division of labour and its consequences is a

sine qua non for bringing about real national and autonomous

development geared to satisfying the needs of the broad masses.

In the final analysis, success will depend on the extent to
which the growing contradictions arising out of inter-capitalist
rivalries at the centre coupled with initiatives of the Third

World will provide the basis for a potential alliance between

the impoverished classes of the Third World countries, direc¬
ted against imperialism and the international order it imposes

(19). The peoples of the Third World, therefore, face a great

challenge in our time. * •
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NOTES
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independent nations by the second half of the 19th century.

The terminology used here excludes the group of socialist
countries, mainly because structurally these economies
are outside the international economic system even though
they participate in international trade and are involved
with different elements of the system. In our study, the
group of socialist countries will be treated as a separate
uni't outside the international economic system, which is
a capitalist system. • ■ • "'
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(5) Jagdish Bhagwati (ed.), Economics of World Order (Macmillan
Company, 1572).
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Hymer and Osvaldo Sunkel depart from the conventional
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(6) Bob Rowthorn, "Neo-classicism, Neo-Ricardianism and Marxisr. •
New Left Review.(July-August, 1974).
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Samir Amin, Neo-Colonialism in West Africa (Penguin, 19721



4

- 20 -
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Paris, 1972)
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> L'Echange Inégal et la Loi de la Valeur avec

Une Contribution de Jagdish C. Saigal.
(Anthropos, 1973)

Jagdish G, Saigal, "Reflexion sur là théorie de Echange
Inégal" L'Echange Inégal et la Loi de
la Valeur (Anthropos, 1973)

Arighiri Emmanuel, Unequal Exchange; A Study of the Impe¬
rialism of Trade (monthly Review,
New York)

(9) W.W. Rostov, The Stages of Economic Growth (Cambridge
1960)

(10) See:
R. Nurske, Problems of Capital Format-ion in Underde¬

veloped Countries (Oxford, 1957)
W.A. Lewis, The Theory of Economic Growth (London,1957)
H. Leibenstein,Economic Backwardness and Economic Growth

(New York, 1957)
B. Higgins, Economic Development (New York, 1.9,59)

(11) For a comprehensive critique of the conventional theories
of underdevelopment see:

Temas S zen tes., .The.Political Economy of Underdevelopment
(Budapest, 1973)

(12) See :
André G. Frank, Capitalism .and Underdevelopment in Latin

America (New York, 1967)
Samir Amin, "Underdevelopment and Dependence in Black
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Contemporary Forms" Dependence and Under¬
development in the New World and the Old
(edited by Norman Girven) A Special Issue
of Social and Economic Studies, Vol» 22 No,
March, 1973.

" " L'Accumulation à l'échelle Mondiale
(Editions Anthropos, 1971)

" " Le Développement Inégal (Paris 1972)»

(13) André G. Frank, Lumpen Bourgeoisie and Lumpen Development:
Dependency, Class, and Politics in Latin""
America (Monthly Review Press. New York,
1972) .
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(14) See :

Samir Amin, "The Theoretical Model of Capital Accumula¬
tion and of the'Economic and Social Develop¬
ment of the World of To-day" I.D.E.P Series'

_..i_.u_._-_—• i_n.-.Bconómic and Social Development, (Dakar,
"

■■■■■ ■' - : -
- - - 1972--), . :
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Mimeographed IDEP/cs/2347-20 (1972)

(15) It should be noted that in our analysis, the centre is
not identified as one single country or a single homoge¬
neous unit. It includes several units (.nations or associated
groups of countries), such às the United States, Western
Europe, Japan, etc'. The same applies to the concept of
the: periphery.— • •

(16) The group is by no means à homogeneous unit.
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(18) Norman Girvan, "Economic Nationalists vs Multinational
Corporations: Revolutionary or Evolutionary
Change" Mimeographed IDEP/r/2655 (1974)

(19) See:
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G. Massiah, "Multinational Corporations and the Strategy
of National Independence" Mimeographed IDBP


