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frustrated experiments and the difficul-
ties of establishing an international order—
should culminate in a theory of violence.

v

A sentence in the Talmud lays it down

that no man is called upon to finish his
work; it is never-ending. Yet considering
the record and the stature of the essay-
ist, we may still look forward to seeing
the queries and topics that are bypassed
in the article tackled before long.

Comments by Fugenio Kossarev *

The ““Critique of peripheral capitalism™
published by Dr. Ratl Prebisch consti-
tutes a new and important contribution
to the development of the thinking
which, since the end of the 1940s, has
played a vital role in Latin America’s
advance towards its economic develop-
ment and  independence within the
framework of a market economy. With-
out analysing the progress made by the
Latin American counftries in this respect
—which is a different topic altogether—
stress should be laid on the originality
and intercst of this study, part of which
appears convincing and acceptable while
another part invites controversy.

The “Critique of peripheral capitai-
ism” represents an important step for-
ward in the evolution of the ‘peripheral
economy’ theory and raises the level of
analysis of the development of Latin
America by virtue of the new socio-
economic approaches adopted. The pe-
ripheral economy theory afforded the
bases for the preparation by CEPAL, and
by many noted Latin American econo-

*Staff member of the International Trade
and Development Division of CEPAL, and
formerly Deputy Director of the Latin Ameri-
can Institute of the Academy of Sciences of the
USSR.

mists, of the Latin American develop-
ment model known as the ‘CEPAL doc-
trine’; the new theoretical contribution
by Dr. Prebisch opens up fresh possibil-
ities for its further elaboration.

This hardly seems the place to dis-
cuss whether or not the title of the
doctrine accurately describes it. In my
view the one usually applied to it does
not, because the term ‘CEPAL doctrine’
fails to reflect its theoretical ground-
work. The peripheral cconomy theory
and the development model constructed
on that basis are, by their content,
different categories which can stand
apart. While the former explains the
origins and premises of the Latin Ameri-
can situation and suggests ideas for
changing it, the latter is presented as a
combination of objectives, means, mech-
anisms and driving forces for introducing
the changes in accordance with those
theoretical ideas. Accordingly, it would

be more correct to talk about the
‘CEPAL-Prebisch doctrine’, for if the
model does not exist without the theory,
the theory without the model would
have been in the nature of a mere
abstraction.

Another reason for the need to give
an exact ftitle to the Latin American
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development doctrine which has been
proposed and is being worked out by
CEPAL is that there are innumerabie
doctrines which, because they are called
‘developmentalist’”, may be confused
with CEPAL’s, while having little in
common with it. They can often be seen
to analyse and criticize the CEPAL
doctrine without taking into considera-
tion the main positions and ideas of the
peripheral economy theory, a tendency
which in practice leads to interpretation
of the CEPAL doctrine in many differ-
ent ways and fo the loss or substantial
alteration of its content and origin. It is
common knowledge that numerous doc-
trines exist which are termed ‘develop-
mentalist’ but which bear no relation to
that of CEPAL,

Furthermore, such a plethora of
interpretations of the doctrine of Latin
American development, only super-
ficially linked with the CEPAL doctrine,
hampers thorough, critical and construc-
tive analysis not only of this latter but
also of the peripheral economy theory.
Obviously, all interpretations have a
right to exist, but it would seem more
useful, both from the thecoretical and
from the practical point of view, to
analyse them- separately instead of label-
ling any and every. “‘developmentalist
model’ .as ‘CEPAL doctrine’. To use the
term ‘CEPAL-Prebisch doctrine’ in these
pages, however, would precipitate a dis-
cussion that would hinder comment on
Dr. Prebisch’s new theoretical approach.

The peripheral economy. theory
explained that the . markét-economy
countries are divided into two main
groups, i.e., the ‘centres’ and the ‘periph-
ery’; that national resources and incen-
tives must serve as the essential basis for
the peripheral countries’ development;
that existing conditions in international
economic relations are not consonant

with the development requirements of
the peripheral countries and should be
improved; that radical changes in the
socio-economic structure are necessary
in the Latin American countries; and
that such changes can be made on the
basis of private ownership of the means
of production under the guidance of the
State. That at least was the image of this
theory formed outside the continent.

In it, however, recognition of the
mode of production, i.e., the socio-
economic basis of the peripheral eco-
nomy, was absent. It accepted the form
of ownership as a given premise, and
took no account of the mode of produc-
tion. It lacked the elements that prede-
termine the correlation and function of
the productive forces, that establish
what opens up the prospects for their
development or fixes its limits, and what
may act as a source of internal contradic-
tions during the reproduction process. It
laid strong emphasis on the role of
private enterprises, and also on that of
planning and of State participation or
intervention in economic affairs. All this
gave impetus to the creation of the
institutional machinery and promoted
the measures designed to translate devel-
opment theory into terms of practical
results. At the same time, the range of
varying interpretations of the socio-
economic basis of the peripheral econo-
my multiplied the interpretations of the
theory itself. In a sense, the failure to
recognize the mode of production could
be explained by the argument that the
theory was still being worked out by the
United Nations, but such an explanation
strengthened neither the theory nor the
doctrine.

The introduction of the ‘peripheral
capitalism’ concept in the scientific ana-
lysis of the development problems of

‘most of the Latin American countries
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signifies acceptance of the socio-
economic and political basis of the mode
of production prevailing in many of the
countries of the region. The problems of
peripheral capitalism set forth in the
article bring into focus not only the
questions it raises with regard to stimu-
lating the development of the continent,
but also the difficulties and barriers in
the way, as well as possible solutions.
‘Peripheral capitalism’, as a theory, is
closely bound up with the peripheral
economy theory, and simultaneously
underscores the main characteristic of
this type of capitalism: namely, that it is
extrinsic to many processes which take
place in the developed market-economy
countries. The very term ‘peripheral’
indicates once again that Latin America’s
position in the international division of
labour is still marginal, that the region
occupies a specific place in the system of
international economic relations, and
that its development is still primarily
predetermined by external forces and
conditions.

In the world of today there are two
socio-economic and political systems,
the socialist and the capitalist, each with
its own distinctive criteria and charac-
teristics; and alongside these, the broad
group of so-called developing countries
which by reason of their development
characteristics and idiosyncracies make
up the group of countries in transition
which are seeking their way. Sometimes
they radically alter the particular pattern
of development they choose. According-
ly, the new name of peripheral capi-
talism for the peripheral economy more
completely and exactly reflects the basis
and the peculiar features of the situation
and development of many Latin Ameri-
can countries. At this point it should be
emphasized that, as was the case twenty-
five years ago or more and still is today,

the peripheral economy theory and the
new ‘peripheral capitalism’ formula are
not pertinent only to Latin America;
they belong to the Third World. Al-
though theories abound and their recon-
ciliation is occurring very slowly or is
only in the embryo stage, the theory of
the peripheral economy, and now that of
peripheral capitalism, appear more logi-
cal, more convincing, more soundly
reasoned and of more practical signifi-
cance for the developing countries which
still remain in the market-economy area.
The peripheral capitalism theory, on
account of its content —in particular the
mode of production— brings out other
aspects of these countries’ struggle for
economic development and for inde-
pendence in their international economic
relations, The foregoing remarks, how-
ever, are by no means intended to
suggest that the theory is devoid of
weaknesses or contradictions.

The structure of the study under
consideration is clear and attractive.
Neither the titles of its chapters or
sub-sections nor its conclusions and argu-
ments can leave us cold. It underlines, in
a strictly concise summary, the typical
features of peripheral capitalism; refer-
ence to some of them therefore scems
required.

Dr. Prebisch begins his article by
recognizing the disappointment of
expectations with regard to income re-
distribution and the consolidation of the
democratization process. Many Third
World countries used to -and indecd
still do— entertain high hopes that the
incorporation of new technology, the
introduction of modern techniques from
the centres, would be one of the most
effective ways of benefiting all the social
strata, particularly the broad masses of
the population; and this in turn would
help to consolidate the process of de-
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mocratization. The substantial change
introduced in the productive forces by
the incorporation of new technology is
obviously significant. Yet analysing the
expectations aroused, Dr. Prebisch right-
ly says at the very beginning of his
article that “‘the facts forbid us to go on
fostering such illusions” (p. 9). This con-
clusion is of great importance, since
hopes are still being pinned to the
achievement of changes and develop-
ment basically through the transfer of
technology from the centres to the
peripheral countries. There are obviously
many socio-economic development prob-
fems which cannot be resolved through
such transfers, but must be dealt with by
other means

Anocther of the main conclusions the
author reaches is that behind the rela-
tions between the ‘centres’ and the
‘periphery’, the power of the centres is
still as dominant as ever, and that the
contradictions between centres and pe-
riphery persist in full force, One of these
contradictions is that the hegemony of
the centres limits the freedom of
decision-making of the peripheral coun-
tries (p. 11); in other words their hands
are tied in the most important respect,
i.c., the formulation and implementation
of internal and external economic policy,

Furthermore, Dr, Prebisch’s conten-
tion that in the development of coun-
tries where peripheral capitalism prevails
“the employment of labour... must
increase faster than productivity™ (p. 13)
is a new departure in economics. This
problem confronts alike the developing
countries that remain within the market-
cconomy system, and those that arc
pursuing other paths in the arena of
cconomic, social and political develop-
ment,

Dr. Prebisch also points out, inter
alia, that “this excess demand allows the

primary appropriation of the fruits of
increased productivity by the owners of
the means of production” (p.13). In
addition, he refers to the exacerbation of
the distribution struggle; the necessity of
the market as an economic mechanism
and its powerlessness to resolve income
redistribution problems; the economic
incapacity of peripheral capitalism, or, in
the author’s own words, “‘the insuffi-
cient dynamism of the economy” for
rationally assimilating technical progress,
raising productivity and ensuring an im-
provement in income distribution as well
as capital accumulation at a normal rate
and along such lines that investment will
not cause a decline in the absorption of
labour; the contradictions in manpower
training which are characteristic of the
insufficient dynamism of the economy;
the bases and special features of the free
play of economic forces, and of the
redistribution struggle, together with the
inadequacy of the market regulating
mechanism; the basic trends and charac-
teristics of the present-day development
of centre-periphery relations,

In considering all these facets, pe-
ripheral capitalism is being analysed
from different points of view, and its
content reveals the wide variety of
driving forces which set it going as a
system, as well as its inherent contradic-
tions. Obviously, the range of ap-
proaches would have to be broadened
for the purpose of studying the content
of that process and analysing it in cach
of the areas mentioned. But two vitally
important aspects of peripheral capital-
ism which are examined in the study
merit the closest attention.

Chapter Iil, entitled “Primary appro-
priation of the fruits of technical prog-
ress’”, is of outstanding significance; in it
the fundamental topic of the socio-
economic basis of technical progress is
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tackled, and the essential characteristics
of peripheral capitalism are thus brought
to light. This enhances the importance of
chapter 1II (together with chapter V) as
the backbone of the development of the
peripheral economy theory, thanks to
the introduction of the concept of
‘mode of production’ in the analysis,
albeit the actual term is not used. The
analysis of the mechanism for tapping
the final product, or more precisely, for
the appropriation of the fruits of tech-
nical progress, centres on the process of
formation and appropriation of the ‘sur-
plus’., The content of this chapter is
much more profound and far-reaching
than its title suggests, since it analyses
peripheral capitalism, or —no less impor-
tant— describes one of its basic manifes-
tations, i.e. imitative capitalism.

The terminoiogy used in this chapter
necessitates the definition of certain
concepts. There are grounds for asserting
that ‘tapping’ is synonymous with
‘appropriation’; that ‘surplus’, as follows
from the analysis, corresponds to ‘sur-
plus value’; that ‘contraction’ is equiva-
lent to ‘crisis of overproduction. Among
these terms, ‘surplus’ calls for some
explanation, since it seems a debatable
expression as it emerges from the con-
text of the article and from its title.

The text reads as follows: **The
surplus comprises the profits of enter-
prises, the interest paid on capital, and
amortization of fixed capital” (p. 37).
Some lines higher up it is stated that in
the production process the ‘‘entrepre-
neurs pay the income of the ... labour
force” (p. 36). Altogether, the ‘surplus’
formula is clear in that it reflects the
cost of production and the total value
received by the enterprise; according to
the article, it represents the value trans-
ferred from the installed means of pro-
duction to the final product. It also

shows what the enterprise pays to the
banks for credits and the interest lost
owing to the gap between the time when
its production outlays are effected and
the date on which it receives the profit
from the final product. The author
rightly notes that these outlays vary
during the production process in accord-
ance with market changes and inflation.

The ‘surplus’ formula, however, lacks
specificity in respect of an important
component, the one that generates the
means of meeting the aforesaid outlays
(raw materials, the part of the value of
the production goods that is transferred
to the value of the final product, pay-
ment for short-term operational credit,
ete.). It facks specificity in respect of the
labour factor, whose cost is included in
the cost of production as just another
item of current expenditure. But the
formula obscures the fact that part of
the value created is received by the
labour force and the rest, which the
labour force also creates, never reaches
it. The value of labour and the value
created by it are always different, except
in the natural economy. The ‘surplus’
formula is correct in the sense that it
includes the production costs which can
be measured in monetary terms; these
costs are visible and necessary for the
calculations pertaining to the process of
producing and marketing the fmal
product. It is incomplete, however, if
account is taken of the difference re-
ferred to above, i.e., the social character
of work and the manner of distribution
of its results. The ‘surplus’ concept does
not make this difference clear; and in the
event of an attempt to extend the
analysis of the production process, it
would.+be more likely to hamper the
undertaking.

In the article we are analysing, stress
is laid on the dynamic nature of the
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surplus during its formation; but some
attention must also be devoted to the
other side of the dynamism of the
surplus, to make use of this term for the
moment as signifying the motive force
and principal incentive of the production
process. Alongside these conciusions,
however, the question arose as to
whether the ‘surplus’ reflects the con-
nexion between production goods and
the ‘labour power of the worker® (in the
sense of the saleable good represented by
the capacity to work), as well as —what
matters most and is least visible in this
formula— the problem of the relations
between the owners of the one and of
the other, and how they are interlinked
in the production process. For the pur-
poses of analysing the peripheral eco-
nomy, peripheral capitalism or an eco-
nomy based on any other mode or
production, the study seems to need
extending to cover production relations
as well.

These aspects of the ‘surpius’ con-
cept which emerge from its analysis in
the light of the main problem -—‘the
crisis of peripheral capitalism’— lead on
to another concept, that of ‘surplus
value’, which, in my view, reveals the
economic and social roots of the crea-
tion and reproduction processes. The
‘surplus’ originates, as is normally af-
firmed, from trade in goods, investment,
current expenditure and marketing of
the final product. But the social content
of one of the components of the produc-
tion process —the ‘labour power of the
worker’— and the special nature of its
participation in the creation of the finai
product tend to be overlooked. Whether
the concept used is the ‘surpius’ or the
‘surplus value’, the basic question in
both cases arises: how is it created and in
the interests of which social strata, and
by whom and how is it appropriated?

The article provides a clear answer: it is
appropriated by the owners of the means

of production {p. 37). This answer is the
true one, but it is not deduced from the
‘surplus’ formula; only the ‘surplus
value’ concept leads to this basic conclu-
sion.

Other important features of periph-
eral capitalism are also considered in
chapter I1I, of which the structure and
actual content demonstrate with em-
phatic precision the cyclical character of
development, which is typical of the
capitalism of the centres and the periph-
ery alike. According to a statement on
p- 41, “the cycle is the growth pattern of
the capitalist economy”; and it follows
from the text that the cycle, beginning
with investment in means of production
and expenditure on labour, passes
through a phase of ill-balanced develop-
ment and monetary expansion, inflation,
and inability to absorb and accumulate
the ‘surplus’ and channel it into the
expansion of production and consump-
tion, until an ‘economic contraction’
ensues (p. 40), or, in other words, a crisis
of overproduction,

The exposition and brief analysis of
these problems, within the limited space
of the article, focuses on the conclusion
that the peripheral cycle was set going
by the cycle in the centres (p. 41), or, in
other words, it was subordinated to this
latter cyclical movement. Here we have
yet another indication of the subjection
of the peripheral economy to outward-
directed development, and this is the
crux of the matter, since the cycle
constitutes one of the reflections of the
basis of the market economy and the
nature of its operation. If the analysis of
peripheral capitalism and its origins,
peculiar features and cycles is pursued, it
seems appropriate and necessary to
compare the progress achieved through
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inward-directed development with what

has been inherited from outward-directed

development, and with the outward-
directed elements that still subsist in the
economy of the peripheral countries.

This is what I deem to be of most living

interest in the analysis of the peripheral

capitalism of today.

Chapter V is of great importance for
the study of the crisis of peripheral
capitalism. Two other aspects of cyclical
development are mentioned in it, one of
which is typical of capitalist develop-
ment in general and the other of periph-
eral capitalism. On page 58 it is stated
that “the cycle is the natural form of
capitalist development”, and that the
waves of prosperity flowing from the
centres, which stimulate the develop-
ment of the periphery, are followed by
the ebb that does more serious and
penetrating harm to the periphery than
to the centres, Not only are these effects
more damaging but they are inherent in
peripheral capitalism,

The key features of peripheral capi-
talism are typical of pre-monopoly capi-
talism and at the same time reveal one of
the most important characteristics of
peripheral capitalism as compared with
capitalism in the centres: the backward-
ness of its institutional links and eco-
nomic mechanisms. Here, however, it
seems relevant to point out that some
aspects of peripheral capitalism are not
discussed in the article, and [ should
therefore like to mention them and to
suggest that they be included in the
analysis. They are:

— The low level of institutionalization
in the organization of production in
the peripheral countries;

— The leading role played by money
and prices as regulators of growth,
and the habit of underestimating (in
practice, not in scientific studies or

government plans and laws) other
regulators of which capitalism in the
centres actively avails itself (the tax
régime and other incentives, planning,
direct State intervention and par-
ticipation in production, scientific
and technological progress, export
promotien, etc.);

— Overestimation of the free play of
economic forces and underestima-
tion of control and management of
the market mechanism;

— The means of preventing total sub-
ordination of the development cycle
of the periphery to the cycle in the
centres;

— The inability of peripheral capitalism
to reach provisional compromises
—as State/monopoly capitalism has
sometimes been able to do— and the
limits of the effect of such compro-
mises in the conditions proper to
peripheral capitalism;

— The mentality of the entrepreneur in
peripheral-capitalism countries and
the part he plays in their develop-
ment;

— The economic and social problems of
peripheral capitalism from the stand-
point of the democratic forces of the
countries concerned (the term
‘democratic’ is used here in a broad
sense, according to the countries’
social structure).

It was true to say that ““the periph-
eral cycle is virtually unexplored”
(p. 41), but we should add that it still
remains so, since nothing has been done
to explore the cycle within the frame-
work of which peripheral capitalism
operates. The special nature and basic
characteristics of this mode of produc-
tion at the periphery have yet to be
sufficiently studied.

In addition to the aspects and
problems of peripheral capitalism already
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mentioned, others remain to be
explored.

The new term suggested in the arti-
cle, ‘imitative capitalism’, is unknown,
although it expresses in a word the
essence of the type of capitalism existing
in some of the developing countries. If
such capitalism is imitative, what does it
imitate? The economic structure and
the forms and level of development of
the productive forces? The organization
of the production process at the national
and enterprise levels? The institutional
structure of State/monopoly capitalism,
its methods of intervention in the eco
nomy and its particular way of resolving
social problems? Methods and measures
for resolving the problems connected
with the development and operation of
the State-monopolies-science triangle?
Relations within the classic triangle of
bourgeois democracy — State-entre-
preneurs-workers — or, as would seem
more accurate, the inferplay of power
relations in this triangle? Or perhaps
consumption?

Since the end of the 1960s periph-
eral capitalism has been studied in the
socialist countries, particularly active
interest being shown by the Soviet
Union, the German Democratic Repub-
lic, Hungary, Poland and Czechoslovakia.
Although they do not use the term
‘peripheral capitalism’, they are studying
its emergence, special features and limi-
tations; controversies arc waged and
publications are issued.

In contrast, peripheral and/or imita-
tive capitalism has been very little ex-
plored in Latin America itself, notwith-
standing that the approaches to such a
study exist and are sufficiently well
known. Among them is an alternative
which was put forward many years ago,
and is indecd the basic option: develop-
ment in which direction (and we would

add: for whom? ), outwards or inwards?
From this angle the study of peripheral
capitalism can be intensified and carried
out in greater depth.

In developing countries inward-
directed development under conditions
of peripheral capitalism is capable of
leading to positive results.

Inward-directed development, while
avoiding self-sufficiency and seeking pri-
marily to evolve a diversified structure
and a more independent economy,
allows a country to formulate external
and internal economic policy goals and
measures that are genuinely its own, in
keeping with the national interest and
conducive to the improvement of its
position in the play of international
economic relations. This last result is one
of the really important advances which a
country belonging to the area of periph-
eral capitalism can achieve, within cer
tain limits, through an inward-directed
development policy. The implementa-
tion of such a policy will certainly
permit a developing country to improve
its position vis-g-vis the centres and in
the international division of labour in
the capitalist world, and will enable it to
take advantage of the reserves that capi-
talism still possesses in the developing
countries. All this by no means implies
that peripheral capitalism does not
reproduce the contradictions inherent in
its mode of production, or that no
permanent internal factors exist to curb
the implementation of such an economic
policy, since side by side with the
potential and reserves available for eco-
nomic development there are the barriers
that obstruct social and political devel-
opment, Peripheral capitalism has its
limits as regards resolving the economic
and, in particular, the social and poli-
tical problems of the societies
concerned.
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These queries, and the aforesaid
peculiarities and  characteristics of
peripheral capitalism, do not mean that
this version of capitalism, or the State/
monopoly type, can solve the problems
with which the countries forming the
system are faced; but in any case the
possible paths and solutions open to
peripheral capitatism should be explored.

Chapter V deals with what is the
hardest and most important problem, for
it constitutes one of the key issues in
peripheral capitalism: democratization
of the operation of its economy.
Although the chapter starts with a reser-
vation regarding the limits set to the
analysis, both its specific content and
the rest of the article warrant only one
interpretation: in whose interests does
this economy operate, in the interests of
what forces —internal or external— does
peripheral  capitalism develop? The
statements made in Chapter V invite
both agreement and reinterpretation and
discussion, since they bring to light the
social mechanisms of the operation of
peripheral capitalism, and this is the
other important contribution made to
the development of the peripheral eco-
nomy theory.

The whole group of problems in-
volved in the democratization of the
operation of the economy is considered
in the context of the interplay of power
relations, and consequently the success
of the democratization process is com-
pletely subordinated to the free play of
the forces of a backward and non-
directed economy. Spontaneous, fortui-
tous factors can therefore support it,
hinder it, or bring it to a crisis,

IFrom a different angle, this view of
democratization sees it as the incorpora-
tion of new social groups or strata in
active and increasing production for the
market, whereby the distribution of the

national income can be more extensively
democratized. The incorporation of new
strata in this process gives rise to new
social problems in peripheral capitalism,

All these questions derive from the
assumptions and positions adopted in
this chapter, which starts with a proposi-
tion conceming interdependence be-
tween democratization and development
—a matter of basic importance. The
self-imposed limitation of the analysis,
however, does not preclude the appear-
ance of problems in this area. At all
events, one of the characteristics of
outward-directed development is well
formulated: the “predominant political
power was that of the members of the
uppet income strata, whose links with
foreign capital were very strong”, and
“most of the population remained sub-
merged in a layer of pre-capitalist tech-
nology™ (p. 53); while at the same time
it is pointed out that industrialization
incorporates new strata which benefit by
it. From this process stem the negative
consequences considered in the chapter.

The spurious absorption of the
labour force makes its appearance prima-
rily in government activities. It is neces-
sary in order to achieve income redistri-
bution under the conditions prevailing in
this mode of production but at the same
time it slows down the rate of capital
accumulation. The problem arises here
from its ambivalent character.

The growth ot the ‘political and
organizational power of the labour force’
improves the distribution of income and
of the fruits of technological penetration
up to a certain point; but the time soon
comes when this same power, invoking
‘economism’, begins to act as a curb on
accumulation and the growth of produc-
tivity and alters the distribution among
the strata, not always in the fairest
possible way. This is one of the interpre-
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tations relating to the incompatibility
between the exaltation of the consumer
society and democratic development.
For our part we would add that the
consumerism of society reinforces eco-
nomism in some strata, or, more precise-
ly, among some leaders in these strata.

Representative democracy cannot
arrest this trend; on the contrary, ma-
noeuvring within its classic triangle, it
strengthens economism, which inevitably
sets up a barrier on the road to develop-
ment,

It is perfectly true that the economy
of peripheral capitalism lacks an auto-
matic regulating mechanism. If, however,
we follow the line of analysis pursued in
the article under review, in accordance
with Dr. Prebisch’s ideas it would seem
possible to create a mechanism of this
kind that would be fairly well-balanced
interaally. Without at present discussing
this possibility, or the limits to the
operation of such a mechanism, and
without cherishing illusions as to its
effectiveness in all areas of development
—particularly in the spheres affecting
wage-earners— the following question
may usefully be posed: What possibilities
and means are there of utilizing it for the
good of the most deprived strata during
the arduous process of democratizing the
running of the economy? 1 think it is
necessary to study this aspect also of the
problem relating to “Democratization of
the running of the economy under pe-
ripheral capitalism”: to study in depth
not only the design and construction of
such a mechanism, and the requisite
conditions for its application, but also its
organic limits.

In this same chapter consideration is
given to democratization through the
incorporation of new strata in the pro-
duction process and in distribution; but
why confine it to these two areas alone?

I believe that democratization must be-
gin in economic and social development,
in its planning and management. Demo-
cratization in distribution is a secondary
or derived result; democratization of the
use of the final product (in the sense of
the production process of the whole
society) should be anticipated and en-
sured by means of planning, through the
application of the tax system, public
investment, orientation of private invest-
ment, and other mechanisms and instru-
ments. The market, with its law of value,
its monetary-mercantile relations, its vast
apparatus of incentives and prices, must
be an object of democratization.

Chapter V deals with new factors
that stimulate the democratization pro-
cess. [ feel that here the role of the
whole broad range of the lower and
middle strata is underestimated, notwith-
standing their need of development
theory, doctrine and programmes.

The entire analysis in this chapter is
based on two particular premises which
weaken it. In the first place, demo-
cratization is viewed in the context of
outward-directed development condi-
tions, and it is not nhoted that in well-
planned inward-directed development
with its ‘implementation’ assured, many
of the problems referred to would not
have arisen; for as reviewed here they are
problems typical of peripheral capitalism
when development is outward-directed.
Secondly, peripheral capitalism is dis-
cussed without reference to the influence
of State/monopoly capitalism, The latter
has its ways of manoeuvring in the
social area and ifs repercussions penetrate
the peripheral-capitalism countries.

The article says that “peripheral
capitalism is more inclined to sacrifice
democratization in one way or another
for the sake of defending and promoting
the consumer society” {p. 59). Exalta-
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tion of the consumer society, imitation
of the centres, must logically culminate
in new forms of subjection of the periph-
ery to the centres. Hence it is essential to
analyse what development theories and
models could counteract this trend. The
whole article leads up to this statement
of the case, in which the problems of
peripheral capitalism are synthesized.
The socialist countries are devoting
more and more attention to the develop-
ment and the problems of what are
called the Third World countries; and in
this connexion a number of national and
international conferences have been
held. Professor S.I. Titulpanov has pro-
posed a new approach to the study of
these countries. In his view, they occupy
a specific place in the system of world
economic and political relations: their
distinctive mark is the level of economic
~development and the special features of
the reproduction process; their socio-
economic structure has peculiar charac-
teristics of its own; and the time has
come for political economy as a science
to be divided into three parts, one
concerned with socialism, another with
contemporary capitalism, and a third
with the developing countries (see
S.1 Titulpanov, Essays on political eco-
nomy. The developing countries,
Moscow, 1969, Russian text, pp. 7-18).
The present-day development of the
Third World countries is highly compli-
cated. Some have already set out on the
road to socialism and have started to
create a new mode of production; others
are looking in the direction of socialism
and are beginning to take the first steps
towards progressive and radical changes
in their economy, social life, etc.: while
the countries in the third group are so
far continuing their development on the
basis of the capitalist mode of produc-
tion. In the countries in question the

socio-economic  structure, the ‘non-

‘peaceful’ co-existence of different modes

of production, the particular features of
the process of formation of the social
strata and of political and economic
power offer no guarantee of the stability
of development along these paths. Since
they tend to change their socio-economic
and political orientation in the course of
very short periods, scientists in the so-
cialist world have aptly termed them
transition-type countries.

Scientists in socialist countries also
underline the fact that the developing
countries still have reserves available for
the development of capitalism and that
bourgeois reformism has not yet been
routed. A group of Soviet scientists,
headed by the late V. L. Tiagunenko
(a corresponding member of the
Academy of Sciences of the USSR),
prepared a study of fundamental impor-
tance, entitled Developing countries:
regularities [or: conformity with objec-
tive laws. E.K.} trends, prospects
(Moscow, 1974, in Russian). This study
opens up new avenues for research on
developing countries.

Some scientists have devoted their
attention to the idiosyncrasies of nation-
alism in developing countries. This
many-sided phenomenon has certain
positive features which can be turned to
account in tackling development prob-
lems; although obviously it also has some
that are negative, and can be utilized
against the interests of the masses. Other
groups are also carrying out studies on
various areas of the developing countries’
present-day evolution; one of the most
recent, which is still in its initial stages, is
on the management of the egconomy in
these countries.

Specialists on Latin America in the
socialist countries have put forward new
ideas for the study of the region: since
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the subject is a wide one, we shali touch
upon only three of them here. The first
is that in- Latin America capitalism has
reached a medium level of dependent
development. The second, that reserves
for this type of capitalism are not yet
exhausted in the region. The third, that
radical changes in the Latin American
countries can be effected in different
ways and take different forms.

To sum up, it should be noted that
semi-developed dependent capitalism
—which predominates in some of the
developing countries and in  Latin
America— is passing through a specific
crisis of its own, and at the same time is
within the sphere of action of the
general crisis of capitalism as a socio-
economic and political system. Its own
crisis is closer, which is the reason why
solutions for its problems are being
sought. In this respect the analysis of the
peripheral capitalism crisis is very impor-
tant.

Obviously, as a researcher, I am
convinced that neither State/moncpoly
capitalism nor peripheral capitalism can
solve the economic, social and political
problems of these societies in democratic
fashion, for the benefit of the masses.
But this belief should not lead one to
hold aloof from discussion and take no
part in the analysis of capitalism in all its
diverse forms. The analysis of Latin
American development should include,
inter alia, study of the following ques-
tions: What chances has peripheral capi-
talism of riding out its own crisis? What
would help the Latin American countries
to move towards economic indepen-
dence, and place them in a more favour-
able position vis-3-vis the countries with
State/monopoly capitalism? Or on what
premises should the future of the Latin
American countries be built up, and
what economic mechanisms and institu-

tions could be useful to them in that
future?

The theoretical analysis of peripheral
capitalism is basically the scientific
explanation of the process that is going
on in the Latin American countries; in
addition, they still need to work out
their own development medel, com-
prising the objectives, mechanisms and
instruments within their reach and the
motive forces of society, those that
when the model is projected bring its
mechanisms and instruments into opera-
tion. The need for such a model is
becoming more urgent. Many years ago,
on the basis of the peripheral economy
theory, CEPAL prepared a development
doctrine or model which, in spite of its
limitations, is decidedly dynamic and,
more important still, offers a system of
ends, means, mechanisms and motive
forces. In its formulation as a system
that associates as links in a model both
the ends pursued and the motive forces
that must bring into operation the means
and mechanisms to attain them, the
greatest strength of the CEPAL doctrine
lies.

The doctrine centres on the prob-
lems of developing the productive forces
and on intemational, regional and sub-
regional economic relations; questions
relating to the institutions and mecha-
nisms for managing the economy and for
development financing, together with
social problems, play a complementary
role.

At the present time this doctrine, as
a scientific phenomenon of practical
significance, is confronted with a num-
ber of problems which ought to be
studied. Some have arisen in the course
of the practical implementation of the
doctrine, and it is useful to note which
of them are still under discussion. In our
view, these scientific and practical prob-
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lems include the following: inward-
directed or outward-directed develop-
ment; institutions, legislation, machinery
for regulating the economy within the
market-economy system under the con-
ditions prevailing in developing coun-
tries; possibilities and means of resolving
social development problems; rights and
obligations in international economic
relations and in the economic integration
process; formulation of theoretical
suggestions and practical projects for
promoting and mobilizing domestic capi-
tal accumulation and channelling invest-
ment; utilization of foreign capital and
transnational corporations in line with
the national interest; export promotion;
content and special features of the men-
tality of the Latin American entrepre-

neur; conduct and manageability of the
economy in the Latin American coun-
tries. Clearly there are other problems,
and those brought up here for discussion
are only a selection.

Dr. Prebisch’s new study on periph-
eral capitalism opens up wide possibili-
ties for analysing the Latin American
development problems referred to above,
and other questions that represent the
cornerstone of the thinking built up in
Latin America —the peripheral economy
theory. In working out new approaches
to Latin America’s development and
designing institutions, instruments and
mechanisms for resolving those problems
on the basis of the peripheral capitalism
theory, the CEPAL doctrine is conso-
nant with the requirements of today.

Comments by Octavio Rodriguez *

Introduction

1. Careful study of the article by Ral
Prebisch shows that it represents an
endeavour to synthesize the basic ideas
worked out by CEPAL in the early
1950s, together with others which sub-
sequently germinated within CEPAL and
outside it, on such topics as dependency,
marginality, income concentration, pat-
terns of consumption, the role of inter-
nal social groups, etc. Its primary objec-
tive is also clear: to achieve a global and
integrated interpretation of the back-
ward countries’ development process,
i.e.,, an interpretation covering not only

*Consultant, Economic Development Divi-
sion, CEPAL.

the economic phenomena and the
changes in the structure of production
peculiar to this process, but also the
socio-political phenomena and the
changes in the social and power struc-
tures which accompany and are inherent
in it.

2. The ideas that had their origin in
CEPAL were formulated gradually in the
course of time, taking shape in various
contributions in the field of economic
theory and policy. Essentially, the order-
ly articulation of the comprehensive and
complex reasoning embodied in the
theoretical propositions pivots upon the
analysis of three trends held to be
characteristic of the long-term economic
evolution of the periphery during the
phase of import-substituting industrial-





