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THE END OF A DEBATE

The .study which follows should, we feel, bring to a conclusion
an impertant debate which has been g01ng on in recent years, the de-
bate concerning "unequal exchange" and the '"theory of international
trade", It is no accident that this dlscuss1on, which like so many
others appears af'first.sight o be purely '"economic", can todey, in
1973, be concluded by superseding “ecvonmmics™ and restoring nistori-
cal materialism (i.e._a genuine return to Marx), nor is it merely the .
fruit of'%hebinteilectual effert of all those concerned, Rather it
is a reflexion of the Chinese Cultural Revolution and its universal

relevance,

From the start, twe essential points need to be made, that is
the reasons why we think that the debate can now be considered clesed. -

e {
1. The essential conurlbutlon made by Emmanuel is undoubtedly

the discevery of the pre-emlnenoe »f international values.“Our_world
no longer consists of juxtaﬁosed national systeme'carrying.an "exter—
nal" relations with eack other (even if these are important), as was
the case untll quite recently. Rather it constitutes a unity, a
whole - the warld capltallst system. baj—te—day "economic", "politi-
.cal" and "cultural" events prove this te be the case, but it is insuf-
ficient to say it; it is necessary to draw the practical conclusions
from it. For the essence of the whole is always richer than the sum
of its parts. Emmanuel, gradually and perhaps clumsily (though not
as regards seeklng the answer to the real questions) has drawn these
conclusions: the system is defined in the abstract by the great me-.

bility of gerods and capital and by a relative immobility of labour.

‘,'yihis means thef commodities are not first of all national commedities

“and then, exceptionally or marginally, international. On the contrary, .

‘it means tha%'commoditieevare primarily world wide.
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This implies that,.throughout the system,.social.labour is
crystallized in goods which are of an international character. The
result is that an hour of simple labour in the Cong6 and in Cermany
are as compafable as‘labour in a Detroii.faebprynand a Ne¥~York harbour
shop, since both generafe the same value, that is, the labour of

both the Congolese and the German producér culminates. in werlie-

>

wide commodities destined for the same world capitalist market.

We draw the reader's attention to section 2 where this essen-

tial argument is developed,

2, The direct or indirect sale of labour power,.overd.in a-capita~
list firm or obscured by the intermediary of a non-capitalist mode of
production as is often the case in the periphery of the system con-
stitutes the essential problem, We will not understand anything
about the worli or its real deep-rooted unity unless we grasp the
functioning of this sale which gives a uni&ersal ciaracter to capi-

talist commodity fienation, . //f

To analyse correctly this sale of labour power, its impacf
and its forms, two series of difficulties must be overcome. The

first danger is that of substituting & mechanistic linear causality

=
e

for the dialectic of the relations betweet objective and subjective

s _— PR— k3

forces, The dialectic in question implies that we are concened wif &
% 4 4

historical materialism and not with "economic theory", which has re~ . %K

course tb' linear causality. The use of certain methods, particularly

the so-called "models" method, accentuates this danger, because

these models are in themselves mechanistic {eols. We therefore draw
the reader's attention to sections 4 and 5 and to the annex in which ”
we have tried to restore the nature of this dialectic and expose the
dangers of juxtaposing unilateral viewpoints. The second danger is

that of analysing the objective forces/subjective forces dialectic

in abstract, general terms, i,e. out of the concrete context of

n A 2
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unity of the system.does not mean that it is homogeneous, but. that

it is diverse, Hence the dlalectlc 1n question must env;sage s1mul—

PR s S S

taneously and sewarately the relatlons between the obaectlve forces
and the snbgectlve forces in the centre, at the periphery and in the
system as a whole, Sections 4 and 7 as wellias section 18, in Tact
attempt to olarlfy_the speoific ohafaoteristios of this dialectic

at the periphery of the system,

The outline which follows is not systematic. We are not
starting with abstract concepts with a view to deducing the‘concrete_
reality, On the contrary. we have deliberately chosén to enter 1nto‘
the debate as it occurred, This method will give us a better 1dea :

of why the debate hdS remained amblguous, why false problems dave

overshadowed the real ones, Along the line, in the above mentioned . .. .

sectlons, we have assessed the situation by returning to the. two
fundamental slements p01nted out above, which were forgotten or in-
sufflclently understood by theApartlclpants in the discussion, This
was 1ndeed the path we have taken durlng the last few years., Re~

ferences. to e developpement 1negal will enable us to avoid repeat-

ing ourselves or giving this artlole a dimenssion.it cannot aspire te,

The debate on unequal exchange is not the only one whlch, 1n
our view, should now be closed. It is in close oonnexlon with thls
that the "flles" on the questlon of the "transformatlon of values in-
to prices" (section 8), of falling rate of profit (sectlon 9) and of
the periodization of the system (»seotion»“I‘O) were re-opened. And it
is for the same basic reasons that they must be closed. This is‘the

conclusion we reach st the end of the present article.
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I. The debate concerning unequal exchange:

We are among those who consider that the publication of

I.!' échange inégalg/by Arghiri Emmanuel marks an important date in the

theory of international trade and, beyond that, in the:thedry of un-
equal relations of domination/dependence between the centrd and thé
periphery 6f the world capitalist systém., The fact that Emmanuel's
argument was rejected out of hand by conventional economists is

quite understandable, since the Ricardian theory of international
trade is consistent with the subjective theory of value, In fact
that was the only exception to Ricardian internal logic, based on the
labour theory of value as Emmanuel was the first to peint out and
very clearly.é/

¥,

'But how can we explain the total silence of marxists urtil !
Emmanuel concerning international trade, and particularly the Ricar-
dian theory of "comparative advantage"? We think, and have written,é/
that Merx did not have.time to be systematically concerned with the
world capitalist system, having devoted his efforts primarily te
demystifying the capitalist mode of production, Thus his observations
concerning international trade ihﬂﬂagital-afe *n. thet.nature of brief
‘digredsions "in passing"”, Nevertheless we shall see that, as is often
the cuse with Marx, these observations are very valuable, After
Mafx, marxist thoughf became ossified, Later, with the birth of the
Soviet State, a scientific analysis of the world system was liable to
be embarra381ng for the politics of that State. Furthermore the
workers' movement in the developed West became part of the ”eStaDLloh—
ment" apd tended to adopt %aternallst imperialist attitudes and in
partlcular, on the ideological plane, to view the socialist transfor-
mation of the world as its own exclusive responsibility, with the
appressed peoples receiving socialism "as a present", The theory
of comparative advantage then proves useful, since it is tautelegical:

it makes it possible to "justify" the international order and, among
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among other things, the insertion of the new State into this orders
as well as paternalism towards the periphery. That is why Mamanuel's

argument can be regarded as a path in'the wilderness.

It is important'to.note that: "Emmanuel's criticism of the ccn-
ventional theory of international trade is today generally accepted by
marxists. Bettelheim and Palloix recognize Emmanuel's contribution in
thisiéonnexionz he highlighted the deficiencies and the "illusocry"
nature of."olassical" (Ricardian) theory and '"neo-classical" (margi-
nalist though still Rloardlan) theory of international trqde.'_pn : m~l~
particular Emmanuel showed "that with the immobility of factors there-
was a reversal...lt was no longer the production conditions which
determined~trade,“but trade which determined production". -As Emmanuel
says, it ig-this "reversal", "this denial of the labour theory of
value", which explains the marginalists, who rejected Ricardé retained

his theory of international trade. 6/

.This criticism Fmmanuel ie the same as the criticism we made
as early as 1957. And we shall further see that on many important
points our  two analysis converged. 'waever, Emmanuel went further. By
stréssing the immobility of factors, Fmmanuel actually goes beyond the.
criticism; he lays the foundations of a positive theory, becausé for
the first time he characterizes the international system in a way which is
to provegartiﬂulazly'fruiﬁfuls international mobility of commodities,
international mobility of capital, immobility of lapour. We have
already pointed out that this was a new abstraction and that Bukharin 7/

in 1917 did not see this cha ruCtGrlZ°thn, nor did Lenin,; despite the

importance of Igperialism, the highest stage of capitalism.

We feel that this abstract characterization is basically o@prsoij
and that it is even Immanuel's essential contribution. It is a funda~
mental contribution beciuse, as we shall see, if we reject it we are

simultaneously rejecting the idea of unequal exchange.
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In this respect Emmanuel certainly does not deserve to be
called a “"precritical economist!’r.8 However, this hastily-applied
adjective deserves reflexion and, having criticized (or accerted the
criticism of) "comparative adventage"....we may have to keep it be-
cause we do not know what to replace it with., TFor after all, where

is the '"marxist theory" of international trade?

The reason why the debate following the publication of

L'échange inégal was so confused and so unfair to Emmanuel is that

unfortunately he stopped at the threshold of the real problem al=
though he had been the first to formulate it clearly, This real
problem, which stems from the correct characterization of the inter- R
national system, is that of international values, We say that
Emmanuel stopped at the threshold of the problem because the question
of international values is merely that of the domination of the ca~
pitalist mode of production over the others, that of the specific
nature of the peripheral capitalist mode with respect to the central
one etc, Yet Emmanuel does not deal with any of these essential ques—
tions (which are, in contrast, the main subject of our own work);
hence his hasty, sometimes even mistaken, conclusions, from which g
his opponents have drawn too facile arguments,..and have themselves “%

really remained at the "precritical' stage.

In our view the confusion stems from the inadequate analysis
of the theoretical status of the value of labour power in the ca-
pitalist mode of production, Neither Emmanuel nor his critics have
preperly solved this problem, We believe that on this point we have
-elready helpe%zjo advance the debate, and we ﬁope here to cover a

further stage,

-

Thus the confusion stems from the fact that, on this essen-
tial point, Emmanuel expresses himself in empiricist terms, calling
the wage an "independent variable", As we shall see, this formula-

tion reveals a theoretical error, because there is no "independent




IDEP/ET/R/zsss :
Page T.

variable" in the capitalist mode of production, The very search for
unilateral causalities between "indebendent variables" and "dependent
variables" is éharacteristic of mechanistic economism and is diame-
trically oppoéed.toAthe dialectical method where the whole, i.e, the
reproduction of'fhe conditions of the mode of productioﬁ,‘determines

the parts, i.e, the "variables",

But though Emmanuel was here branching into é formalistic
'cﬁl—de-sac, his epponents were making no progress either, They con~
fined tﬁemselves to repeéting~that the wage was not "indepeﬁaent" but
J;"dependent".....on "productivity", ~This is of course a hollew mar—
ginalist formulation, For the question immediately arises:ﬁatfﬁﬁat
‘level is the "productivity" in question located? That ofmthe enter-

prise, that of the nation, or that of the world system?

~ Are we makihg real progress when we replace the term "produc<
tivity"; of marginaliét_origin, by the marxiét term "level of develop-
ment of the productive forces"? To say that the wage depends on the
level of development of the productive forces is only a partly correct,
and too general, answer., First of all the verb "depend" itself al-
Wways betrays the absehce'of true dialectical thinking, We shéli‘éee
later how to formulate correctly the dialectic between the objeé%iye
forces and the subjective forces. Secondly the whole ques¥ion're;\A
mains as to the level where thq develOpment”of broductive forces takes

place: the enterprise, the branch, the nation, or the world?

2, Emmanuel's contribution: the pre-eminence of world values

i Emmanuel considers that his main discovery is that wages are
the independent variable of the3system.i!/ We think that this is not
so, and that the essential contribution of his theory lies elsewhere:

in asserting the pre—eminence of world (international) values,
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Emmanuel places his argument in a context in which the pro-
duction activities of the international partners are governed by
the laws of the capitalist mode of production, It is indced clear

that the categories of rate of surplus value and profit, of capital

£ e

and of value of labour power relate to this mode of production. He

assumes that all products of the cépitalist mode are international

Ligeir

comnodities, that capital is mobile while labour is not, Further-

~ more he considers that the products exchanged havg irreducible.use

- values, i.e, that they are specific products such as automobiles and
Mpoffeg.‘rThis latter observation is essential, and it is precisely
on this point that we part company with the author of L'échange

inégal, as we shall see,

0f course we cannot compare 'productivities" between two
enterprises (or two branches) which produce irreducible use values.
Emmanuel is quite right when he replies to his opponewts.who compare
productivity in a coffee plantation with that in an automobile
factory (saying of course that the latter is higher than the former,
and thereby justifying the differences in the level of wages), that
fhey completely ignore the marxist theory of value, that they argue
within the marginalist framework which is as we hawve shown, entirely
tantelogical: the "productivities" are different.....because the

remunerations to labour are different',

On this subject, Emmanuel writes with great emphasis that
"between different branches, the produot1v1ty of - 1abour is incommen-

" surable and the argument on the dlfference between natlonal and

international values is meanlngless".__/

Within Emmanuel's context in which the capitalist mode-
governs the specific activities of the partners, capital mobility
shows a tendency towards equalizing the profit rate throughout the

world while remunerations to labour, which is immobile, vary from
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one country to another according to historical conditions., Hence
the transformation of international values (the only meaningful omnes)
inte international prices (again thé only meaningful ones) implies

the transfer of value from some nations to ethers,

Since all broducts are international commodities, the sune
quantity of labour used up in different parts of the world and in-
corporated in the products, also gives rise to a single world value
although labour power is not an international commodity as it does
not move beyond national boundaries.li/ Emmanuel is quite right in
stressing this point: the labour-hour of the African prolctarian is
equal to that of the European proletarian ‘since the productfof ths
labour of either one are international goods, In reply to Palloix
who is surprised at the comparison of the value generated by-an: hour-
ef labdur in. the:two places, Emmanuel says: "how dges one compare-
an hour of African labour with that of a Detroit worke#? Well, in
the same way that one labour-hour of a Detroit worker ié compared

with the labour-hour of a New York barber”.1

It is obvious that if the labour-hour in all countries creates
the same value while the labour power in one of the countries has a
laver value, that is the real wage is lower, the rate of surplus
value is necessarily Higher. Wage goods‘which fepresént the real
counterparts of the value of labour power are in fact also inter—
national goods with an international value., If the labour-day is the
same in countries A and B (8 hours for exampie) and if the real wage
of the proletariat is 10 times higher in B (real wage in B equivalent
to 10 kilogrammes of wheat per day as against oénly one kilogramme in
A) and if worldooutgut- of wheat (where wheat rgeductivipy is highes})
is 10 kilogrammes in 4 hours, the rate of surplus value in B will be
100% (4 hours of necessary labour and 4 hours of surplus labour) while
it will be 1900% in A (24 minutes of necessary labour and 7 hours and
36 minutes of sruplus labour). This reasoning does not call feor a
comparison hbetween the productivities of the two capitalist productions

in which A and B specialize : it is even meaningless to do so,
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On these assumptions, Emmanuel distinguishes between two types
of uncqual exchange.15 In the first, the rates of surplus value are
identical (hence real wages are also the same) but different countries
specialize in branches of production having different organic omposi-
tions. Here, the transfer of value is not different from what it is,
within a national system and since such. transfers are inherent in the :
capitalist mode; Bmmanuel does not waste time on these 'commonplace"
cases, In the second type, the rates of surplus value are different
and the transfer of value takes place, not as a result of different or—
ganic compositions but because of the immobility of labour which enabies

real wages to vary. This is the real case of unequal exchange,

Further on, we shall study Emmanuel's assumptions, We shall
raise the question of whether it is still possible to talk of unsqual
exchange when one of the partners involved in the exchange is not gover-
ned by the capitalist mode of production, Similarly, we shall attempt
to find out whether the assumption of irreducible use values widens or

narrows the problem of international trade,

At this stage, we simply want to show that the assertion of the
pre—eminence of international values is the very essence of the theory

in question,

Emmanuel's critics have in fact clearly noted this and it is pre-~
cisely this pre—eminence that they question or categorically rcject:
On this pqinf, Palloix writes: "Is there an international value, which
is the basis of world prices, in the same way as there is a national
value: Emmanuel assumes that the world is the only reality, On the
contrary, it seems thgt the only reality is the existence of economic
blocs: U,S.A,3 Burope, Asia, Latin America......" And Bettelheim:
writes: "Within everj.natidnal capitalist social formation, the law of
value ensures the extended reproduction of the material conditions of
production, the specific form of domination by the capitalist mode over

the other modes....., & given level of wages, In the-capitalist world
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market, the law of value guarantees the extended reproduction of the
material conditions of world production, the specific forms of domina-
tion/subordination of the different social formations, the unequal rates
of development,...., The level of wages peculiar to each social forma-
tion cannot be determined by the world level of development of produc-
tive férces; in Tact, it is Bqé;cally ralated to the specific combina-
tion of productive forces/prodﬁction relations peculiar to each social

5 e s
formaticon",

The position here is quite categorical and it seems to us to be
mistaken, Furthern on, we shall show how we deal with the dialectic
between world level and natiSnél levels of development of productive
forces and how we use this dialectic to determine the wage at the centre

and at the periphery of the system,

In any case, this position nullifies the qﬁ;étion to be solved,
If we follow Bettelheim in accepting that wages are autonomously deter—

mined in each social formation, we can ne longer have a theory of in-

ternational trade., We must then accept Ricardo's theory of compara-

tive advantages, i.e.,'make an exception to the labour theory of value,
It‘is:notfeven possible to speak of the effects of the law of value at
the world level, This is no longer meaningful and we can no longer

speak of international commodities.

In the last analysis, this posifipn means regarding the orld
system as a Jjuxtaposition of national.éysfems. Eégh of - the latter being
autonomous, it is clear that their trade relations cannot be analyzed
in ¢bjective: term® but rather in terms of subjective theory which can
here be ‘applied as opposed to the national context which is egomerned by

objective value,
a

This position was certainly not one adopted by either Marx or
Lenin, 1In fact Marx cgnsidered that the import of American wheat in
England in the 19th century lowered the value of labour power in that

country. Hence already, he regarded "subsistence foods" (corn) as
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_international goods, Precisely for this reason, Marx considered that
~ the development level of world productive forces, a development -which
made it possible to obtain wheat more cheaply in the New World, deter-
-mines the wage and thé rate of surplus value in England, Similariy,

- Lenin clearly upholds the pre—eminence of the world system: this is

. reflected in his praise of Bukharin's work, as we have already men—
~tioned. Bukharin's shortcoming was not that he gave pre—eminence to
the world system, but that he made the mistake of characterizing this
system, like the capitalist mode of production, by the triple inter—
" national mobility of goods, capital and labour (”the tendency towards
the equalization of the wage rate" which we have pointed out)., In
other words, Bukharin regards the world system as an extension of the
capitalist mode of production on a world scale: hence its tendency t»

uniformity.1

The pre-~eminence of world valués fherefore constitutes the very
essence, the core of the affirmition of tﬁe unity of the world System,
the "condition for this unity. The aajepfiﬁé,ﬂinternational" derived
from "the economic theory of internéfidnél»trade”-is,indeéd inappropriaté.

We-propose to replace it by "world" system,

Is this assertion a distorting simpiification of the actual
reality? A "statistically"erroneous assertion: is it not true thét the
quantity of Congolese products exported or imported is more than 30% of
that prodnced for'the"domestic market as.against 20% in Germany and 5%
in the United States? This is indeed a very poer acceuntant's view of
things., For it,it is this 30% which controls everything in the Conge,
And it is the "problems" related 't the Germany's 20% and the United
States!' 5% which puts a stop to American domination and completely up-—
sets an international order which has marked 25 years of contemporary

history.
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Unity has never been synonymous with homegeneity., Therc is
diversity and inequality within the unity of the world. Things seem
to be clear-cut at the centre of the world capitalist system: social
formations are close to the pure capitalist mode of production, At its
periphery, the pre-—-eminence of world values is overshadowed by the
apparently heterogeneous nature of social formations: only apparently,
since here again. there is no juxtaposition of the capitalist mode
with the pre-~capitalist modes. The nucleus of the problem is to under—
stand the meaning of fhe domination by the capitalist mode over the
other modes, the domination being the basis of this unity.. But this-
analysis does not derive from "economies" but from historical materia-
lism., It is through the alliances among classes peculiar to each for-
mation and to the world system that this integration within the unity

of the world takes place,

It is too often fdrgotten that capitallg/was both social and in-—
dividual (split up). We “teo often confine ourselves to ldoking for the
capitalist relation at theﬂmmicro-economic”:levél that of the firm.
Although this realtion almost always appears ebvious in central capltan
lism, the same is not true in peripheral capltallsm. Here rdr example,
the petty commodity production mode may appear to be 1ntegratc within
the capitalist market, but underneath this appearance, there is domlna—
tion by capital over the direct producer. The latter is not a petty
commodity producer and it 1s not the law of value in its srmnle rarm
which determines the price of his product. In fact he is very like the
co%tage industry prrlgyarian"as.férmerly,existéd;inéEhnopey-explmited; i
by capital to which, in actual féct he spld his lébour power rather
than his product, Here a failure to see that it is the sale of labour
power which gears the system is a fallure to understand the unity of the
world system and yet again substitute for 1t, a juxtapesition of wvarious
modes of production loosely linked with one another, hence, retaining -

a vision of "dualism",
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There is perhaps a reason for this persistent "dualistic" vi-
sion, to which in contrast we present the unity of the %srld system,
The fact is that this unity is very rscent, It is true that the roots
of the world system go back to the beginning of mercantilism, four cen-
turies ago;vit'is true that the system's contribution was accelerated
two-fold by imperialism as from the end of the last century. However,
the process of transformation of the relations between the capitalist
mode and the other modes of production, (which were originally "perio-
dic" and "marginal"), upon the emergence of domination relations which
"~ have radically altered the non-capitalist modes and héve reduced them
" to a simple form, a "shell" whose content has since become a relation
of sale of labour power, is a process which was at first,slow but.recently
quickened its pace., It is possible that in the thirties, the producers
at the periphery were still largely small commodity preducers, We are
~ convinced ghat they are no longer so and that te-day, they are mostly
proletarized and sellers (ghough indirectly) ef their labour power. A
thousand social facts prove it everyday. There are certainly important
errors ef pelitical strategy arising from this inconsistency between the
~ present reality and the picture which is still based on the reality of
yesterday.gg/

3. The wage is not an "independent variable": A first criticism
of Emmanuel and Braun

To'us, the very notioﬁ of "independent va:}able" is meaningless,
The search for one revéals a mechanistic}ilinear- methodolpgy-wherchthe
whole is only'the sum of the parts.. Frbm this point of view, which is
that of the conventiﬁnal edonomist, the economic sysfem seems to be
made up ef parfs (the “Variabies") related by interdependent links (the
"economic functions" of preduction and consumption), To get out of this
vicious circie, it is nécessary to declare arbitrarily fhat one of these

variables is "independent", ”primary".gl/
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Walras' system of general equilibriumryypifies*ihe*ﬁod@ltre-
presenting this concept where the whole is equal to the sum of the
parts, We have shown that traditional economics-had found only one
way out of the absurd situation in which it placed itsélf: the quan-—~
tity theory of money, We have also shown that the so~called "ra-
tionality" of the economic calculus was based on the same linsar and
mechanistic philosophy: in order to discover that the decisions of the
elementary units of production and consumption: (fhe parts) come tom-
gether to form a whole, not only'consistent but also "optimal', it
must be assumed that the demands are given (hence "independent vari-
ables")., These therefore determine the set of relative prices on
which producers and consumers base their "behaviour", Hence it is
not surprising that the decisions based on "profitability" give rise
not to "eptimality" but to the more prosaic repreduction of the sys-

tem: a distribution of income which ensures the demands in question.,

This whole methodolégy in entirely foreign to Marxism where
the whole comes before the parts, these being meaningful only in re-
lation to the whole., The social system (the production mode, the
social classes it gives rise to) is prior te:its component parts
(prices, incomes, demands, etc.)., The operation of the system must
be analyzed in terms of the mode of reproduction of the system, glebally
and of its negation, This is why the real situation cannot be under-
stood merely by studying the phenomena (the inter-connected parts of
the whole); we must go further, to the very essence (in fact, the

whole),

We now understand why Emmanuel speaks of "independent variable"
simply because he remains at the level of the phenomena. He himself
openly declares it and, like Sraffa, chooses to remain within the
framework of the system of production prices whereby "the only gquan—
tity we can cling to is the wage, which is the first deduction to be

made from the social product, profit being only a residke., If this
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dﬁehtity'is mﬁseing, if wage.is not given, if it is not an indepen
dent variable, then the problem of value on an objectivist basis be—
comes insoluble and 1t is not possible to determlne any abstract equi-
llbrlum price (of productlon)"—g/

Emmanuel believes he, can justify this description of the
wage by asserting that production prices are not obtained on thé basis
ef the phenomena but from seme source other than value, the problem
of "transformation" being, according to him, insoluble, We shall have

the bpprtunity to come back to this related question of "transformation",

-

Sraffagé/obviously does not have these difficulties. From the
start, he adopts the system of interdependence of the parts, Wage,
Profit rate and rel@tive prices are interdependent within his system,
Sraffa's formulation is nonetheless important since it puts an end t#
the "scientific" claims of marginalism by showing its tautological
nature, - : e

Oecar Braun and Jagdish Saigel24 have made the most of what
could be ebtained from Sgaffa's analjsis applied'te the international
field, Their argumente ere a decisive contributien to the understands
. ing‘of the mechanism of unequal exchange aﬁd‘intefnetienal t:ansfers
(we do not mean "of value", we shall see why later) The models set
out by Braun and Salgal have the same assumptlons as Emmanuel's model:
the capitalist mode of producticn among the partners (wlthqut which
the concepts of wage and profit are meaningless), the inteinafional
nature of goods, the mobility of capital (equalization of the frofit
rate) the immobility of labour (wage differences).

Oscar Braun's Jodel has the great advantage of having been the
first sysfematic analysis of the interdependent relation between wage
differentials and international price ratios, It contains no more
assumptlons than those of Emmanuel: partners' specialization in speci-~

i

fic products (whose use values are 1rreduc1ble) for whose production,
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the technwlogies are already giveh. However, Braun reverses the
order of causality: unlike Emmanuel who says that wage differentials
determine the structure of international prices, he asserts that it
is prices which constitute the "prime variable", Braun's arguments
are cogent. The "discriminatory practives" based on the centre's
monopoly in matters of capital equipment and technology, the non-
substitutability between the imports and exports of the periphery,
the perverse nature of the export offer curve of the periphery, i.e.

) the constraint to prodﬁce more when prices fall since the equilibrium
of the balance of payments must be maintained at a level where imports
cannot be reduced, all these are obvious facts, However, these hard
facts again relate to the quesfion of the phenemena, in this case,
the economic policies of the countries, This analysis leads Braun to
believe that he can answer the question he raised: that is, which is
the prime variable, wages or international prices? But is the ques-
tion itself not supérficial? The method itself, based on interdepen~-
dence, leaves no choice but to deal with the isolated phenomena and
thereby bears the risk of asking false questions, To ask the true

questien, which is not the present one, we must go back to the'eesennen.

As fro Saigal's model, it has the obvious advantage of examin-~
ing various assumptions concerhing production functions (the technole-
gies, hence cdmparative productivities, in the same sectoers obviously).
Starting with the model based on values and turning it inte a model
based en prices (with the assumption of equal profit rate in all
brahcheé), Saigal illustrates our definition of unequal exchange as we

shall see later,

Therefore Emmanuel simply evades the question of the theoreti~
cal status of the value of labour power. As Palloix puts it, this
means that "wage is left out. of economic analysis".3 This is the
meaning which Emmanuel places on Marx's considerations regarding the

"higtorical and moral element" which enters into the determination of

P )
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the value of labour power, In formal logic, in a system of generali-
zed interdependence, along -the lines taken by Sraffa, real wage can-

be "anything" (of course, less than the net product, a necessary cone
dition for profit rate to be positive), the .other wvariables adjusting

themselves accordingly,

. e questién thié arbitfary'ﬁatufe of the wage and here, we
agree with Bettelheim who states that "the wage is not an independent
variable but is the value of labour power".gé/ From our standpoint,
wage (the value of labour poﬁér) and the development level of the vro-
ductive forces are closely related to one another., Our disagreement
with Emmanuel begins pre01se1y here, We shall therefore see how this
relatlon should be formulated at the level of the capltdllst mode of

prouuctlon and at that of the international capitalist system,

4y The theoretical status of the value of labour power within
the capitalist mode of production. :

8 The problem of international trade canrot therefore be properly

studied on the basis of the direct relations, i.e., those of exchange.

</ We:must go back to the very essence, i.e. the production process, the

gale of labour power, This takes place in different waysyln the ceap—
tral and in the perlpheral formatlons, pr901sely because of the complex
“hature of the 1atter (the domlnatlon of the capltallst mode sver other

'modes)

However, the discussion concerning unequal exchange haseshown
how far.thé formation of the value of labour power in the “pure"
capitalist mode has been misunderstood. In Marx, this formation is
analysed, like the rest, in terms of a dialectic between the cbjective
forces (the laws of accumulation) and the subjective forces (class
struggle). This dialectic has been gradually replaced among some
authors, by a "simple" unilateral view, révealing the extent to which
the mechanistic bourgeois philosophy is rooted in people's minds.,

Some ~ like Emmanuel as we have just seen — consider only the gub jective
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forces and, in this context, the wage becomes "“anything",an 'indepen—
dent variable!'., Others - his critics — have equally unilaterally
affirmed the pre-eminence of the objective factor, This simplifica-
tion. has necessarily led them into erroneous formulations of the ob-
jective aspect of the dialectical relation: the "wage-productivity"
relation, badly formulated in this way, takes us right back to mechanis-

tic economism,

We now return to this fundamental gquestion, We shall start
by explaining the mechanism of this objective aspect., e shall see
that this first presentation, still unilateral although it may appear
to be precise, has serious limitations which can only be overcome by
re—establishing the dialectic between the objective and éubjeotive'
forces., Moreover, the re-establishment of this dialectic disengages
us from "economic theory", taking us to the level of reality, that is,
histerical materialism,

Fs this method of expeaitieon a "dangersus" cnd? KMggy it is Tor
those who are not receptive to the dialectic and always f:?‘titute
linear causality for it. However,. this method of expesition belongs
te Marx himself: in Book I of Capital, he deals with the "subjective"~
aspect (the moral and historical element); in Beok II, he uses a model
of accumulation which highlights the "objeotive" aspect, Marx's cri-
tics, non-receptive to the dialectic, have always found a Moontradic—
tion" in it., And since to them contradiction is the opposite of
reason, they reject Marx, To ué; the contradiction lies within thé'
reality, in everyday life, This is precisely why it cannot be over-
come within the narrow frameiork of "economic theory'", by nature linear
and mechanistic, but only by integrating theory within historical
materialism. This integration which is a matter of course in Marx,
has never been achisved by non-Marxist social sciences which therefore

remain forever saddled with the problems of "pluridisciplinarity".
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Let us therefore begin with the "objective' aspect, .In order
to bring out its characteristics, we shall use a linear method, that
of the '"model", of which we shall see the limitatione.quite clearly

in the annex,

g - We have always asserted that the wage level depended,among

other things, on objective forces: the development level of productive
forces, The reproduction models in Book II of Capital describe the
nature of this objesctive relation, We shall retain this framework of
the capitalist mode of production defined by its rate of surplus value
and the division of its productive forces between two departments :

I (Oapltal goods production) and II (consumer goods productlon) That
the nature of the models hes not been sufficiently understood is proved
by the later débates on "markets" (Roéa Luxemburg, Tugan Baranowsky,etc.)
etc.)EZ/or on some aspects of the falling rate of profit (a reldted
question which will be exemined further on), Moreover, should we aban—
don our arguments in valuc terms Wthh char@cterlze these models in
order to cxpress the condltlons of dynamlc equilibrium directly in pro—
ductlon.prlces? We do not»thlnk so: the models based on prices add
nothing essentiaid& to what is elready contained in the models worked s
out in value terms; en the other hand they hide some essential aspects

of the nature of the system.

"It would seem that we can bring out even more cleraly'tne re—
lation in question by reasoning directly in terms of physical quanti-
ties, : - o

Our model therefore Aircctly covers the technical production re-

lations (oapital goods”inputs and direct labour, outputs), for example:

- Department I 1e+4h > 3 e
Department - II 1 e+ 4h — hoe
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Constant capital inputs are given directly in capital goods
units e, direct labour inputs in hours hj and butputs in cdpital
goods units e for Departmdnt I and in consumption units ¢ for Depart-
ment ITI, In this example, it will be noted that the organic composi-

tion is the same in both Departments.

“It is assumed that the product of labour is shared between the
proletarian and the capitalist in identical proportions in the two
Departments (identical rates of surplus value). It is also assumed
that wages cdnét{%ute the sole source of demand for consumer goods c,
i.e,, that the purchasing power incorporated in the remuneration of
labour enables the entire output of Department II to be absorbed,
during each successive phase’ described. On the other jand, the sur-
plus value is "saved" in tots, in order to finance gross investment
(replacgment and additions), i.e., the purchaping power ineors; -
porated in the surplus value generated during one phase enables the
installation of the capital goods necessary to maintain the dynamic

equilibrium of the next phase,

Speaking of a dynamic equilibrium, we aefine the progress
achieved between one phase and the next by the réte of increase of
labour productivity (the output divided by the input ofidirect labour),
Fer example, if productivity in each department doubles -between one
rhase and the next, the technology for phase 2 will be given as

follqws: %

Department *- T 2606+ 4 h ey 6o

Department IT 2e + 4 h—————>12c

K o

The same gquantity of direct labour utilizes twice the gquantity
capital goods, raw materials etc,, to produce a doubled output, The

physical organic compositions are doubled,
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How, under these conditions can equilibrium be maintained
from one phase to the next? Let us assume that at the start, the
quantity of labour available in the society (128h) and the available
stock of capital goods (30e) are given, Their distribution between
the two Departments, the rate of surplus value and the rate of growth
(the surplus production in I over replacement needs) are simultane—

ously interdependent, For example, we shall have:

Capital necessary surplus

Phase I goods © labour labour eutput

Department I 206+ 40h + 40h ————3 60 e

Depaptment II 106+ 20h + 20h ~————3 &9 o
g 4 : o

Total 36 120h

Eére, the output of I during Phase T is twice what is neces—
sary to replace the capital equipment and makes it possible to '
obtain during phase 2 an output which is itself doubled, We check
that the proportions 2/3 = 1/3 which represent the distribution of the
productive forces between I and II and a surplus value rate of 100%
i,e. unchanged (hence double real wagés) are the conditions of dynamic

equilibrium, where phase 2 is expressed in the following ways:

capital necessary surplus .
Phase 2 equipment labour . . labour output
Department I 40 e + 40 h + 40h vy 120 e
Department II 20 e.. + 20 h + 20h ————— 120 C
rd N\

60 o 120 h
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We note here that the'purchasingtpower incorporated in the
wages corresponding to 120 hours of labour (of which Qéh of necessary
labour) should make it possible to purchase 60c duringlphase I and
120c during phase 24 .i.e. that real wage sheuld double in the same way
as labour productivity. Capitah equipment output being.doubled between
one phééé and the next fiﬁ@é an 6utlet in the following phase. We note
that the rate of increase of available capital equipment governs the
total quantity of labour used and not the reverse, This is a very im—
portant point: the accumulation of capital governs employment and not
the reverse (as eclaimed by bourgeois economics in general and margina-—
lism in particular). Here, by the very choice of assumptions, the
volume of employment remains unchanged from one period to another,
Under the assumption of an increase in the working population, for
instance a natural increase, the rate of accumulation doesgnot make

full employment possible,

This very simple model, in our view, amply illustrates the
nature of the objective relation between the value of labour power and
the development level of the productive forces in the capitalist mode.ﬂ
of production. We add nothing by using a common demoninator (values
and wages) so .as to be able to add up the inputs, by substituting prices
for values in the computation (equalization of the profit rate whigh is
here, in any case, equal to .the rate of surplus value, the organic com-
positions being the same in both Departments), or by introducing more

complicated assumptions: different organic compositions and/or different

increases in productivity in the two Departments,

In our model for example, the conditions of equilibrium can
obviously be expressed in homogeneous terms, Assuming the price of
unit of ¢ to be IF, that of E, 2F.and the wage rate:pebphoﬁr73:§OF,_the

surplus value (here equal to the profit) being obtained as the difference,
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we have:
ecapital ; surplus
Phase I equipment wages value ocutput

1]
|

Department I 20e x 2 = 40F 8O0h x 0,5 = 40F 40F @0 ¢ x 2 = 120 F
Department II 10e x 2 = 2F 40h x 0,5 = 20F 20F 60 cx 1 = 680 F
6OF 6OF - 6OF 18@ F

)]

For the following phase, if the money wage rate remains the
same, the prices of the products are reduced by half, productivity

having doubled:

capital ' surplus
Phase_2 equipment wages value output

Department I 40e x 1 40F 8Qh % 045 40F 40 F 120 x 1. = 120F
Department II 20e x 1 = 20F 40h x 0,5 = 20F 20 F 1200 x0.5= 607

)
|

We note that there is no difficulty of absorption. For the
absorption of consumer goods, the wages paid in each phase (68F) make
it poééible to purchase the entire output of Department IT in the same
phase: in the first phase, 60C at 1 F per units in the second phase,
120 C at O/S0F per unlt, ‘ete,

Te capitalize the surplus value, there must neoessarilj be a
system of creait between one phase and the next, The surplus value
generated during phase I can only be capitalized in the following
phase, If the credit system allows the capitalists an advance of 60F
i.e., the amount of the.surplus value génerated during'phase I, this
advance would enable them to purchase the 60E at fhe beginning of phase
2, at the oqulllbrlum prlces rullng durlng that phase, At that price,
they would obtain during phase 2 a surplus value of 68 F which would
have to put in for a new advance of 60 F Wthh wquld enable them to
purchase 120e at the equilibrium price ruling in phase 3 (0.50 F per
unit), and so on, Here we return to our previous argument concerning
the r8le of credit on the "question of markets", in reply to Rosa

Luxemburg's arguments.2
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I+t is obvious that one can also argue in terms of constant
prices of the products while money wages increase at the same rate

as productivity.

The introduction of a common denominater in order to calculate
in terms of homegeneous units therefore adds nothing to our method of

establishing the conditions for dynamic equilibrium,

Saigal uses our model but converts it in terms of production
prices (equal profit rates between one department and another and pro-
portional to capital equipment), If the organic compositions are dif-
ferent between one department to another; equilibrium will require a
different distribution of the productive forces betwegn I and II since
the profit rate will be different from that of surplus value, Here
again, we come across the difficulties arising from "transformation',

But the logic of the relation remains expressed at the level of the

*

immediate phenomena,

-
Before approaching the third series ef problems, those concern-
ing the effects of more complex assumptions with regard to organic
compbsitions aud producitvities, we must examiné-the -possibility~df
finding a solution to the problem of dynamic equilibrium in the most
simple case when real wages do not increase at the same rate as pro-

ductivities, for example, when real wage per hour remains stagnant,

There are only two sets of mathematical solutions to *the pro-
blem: an absurd one corresponding to Tugan Baranowsky's "roundabout"
and the other one, realistic, introducing the consumption of the

surplus value,

Joining in the twin debate concerning markets and the trade
cycle Tugan Baranowskigﬁ/as early as the beginning of the century,
considered a succession of phases in dynamic equilibrium in spite of
stagnation in real hourly wage. The additional equipment produced in

T e

the course of each phase, and in increasing quantity as a result of
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increased productivity is allocated to Department I in the following
phase in order to produce.other equipment, capital and so on indefini-
telys; while Department II only expands in so far ag the use of the
additional equipment requires a quantitative increase in labour, since
the hourly wage rate remains unchanged., In our exampie where produc-
tivity doubled from one phase to the next in each of the two devart-

ments, we have:

Phgse 2
Department I 50 e +  100h (25h, 75h) —~emeee——3 150 e
Department II 10 e +, 20h ( 5h, 15h) ———n— 60 ¢

Total 68 e 120h (30n, 96h)

Phase 3
Department I  137.5¢ + 137:5h  (17.5h, 128h) ——— 412,56
Department II 12.5¢ + 1256 € 158, 1) comnned 75 6

Total 1508 * 156h (19n,  131n)

etc..

_ The utilization of 60e produced in the course of phase I re-
quirgs 120h of direct labour during phase 2, The labour, with its
real wage rate unchanged is able to purchase 60c which require only
106-and 20h of direct labour. The surplus equipment (58e) will cn—
able 150e to be produced., These equipments willArequire in phase 3
an extra labour of 150h, hence an oﬁtput of IT of 75¢c which only re-
quires 12,5e and 12,5h. Equilibrium is achieved from one phase to the
next in spite of the stagnation in the real hourly wage, combined with
the growth in productivity which is doubled from.one phase to the next
in each department, with a rise in the physical organic composition
which doubles from one phase to the next in both Departments, Equili~

brium is obtained through a distortion in the distribution of the
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productive forces in favour of I and the increase in the rate of sur—

plus value, as follows :
.

Phase 1 Phase 2 Phase 3
_Organic composition 30e/120h  68e/120n  150e/150h
(Index) 100 oce 400
Productivify in Depart- . :
ment I . 68c/80n 158e/100h 412,5¢/137.5h
- (Index) 100 280 400
Productivity in Depart— - IEL |
ment II 60c/4Ch 60c/20h 75¢/12.5h
(Index) 180 . oK 400
Distribution I/I + II 2/3 5/6 0,91
Rate of surplus value 1604, 3607 €90%

This "roundabout" solution is obviously absurd since tHe. ba-.
lance between consumption and capital equipment must be obtained from
one phase to the next and-oannot be indefinitely postponed. If each
phase corresponds to tﬁé'iife of the capifal equipments, this period d

‘ceincides exactly with the "planning" pgrlod for investment decisiqns.
Capital goods will be produced in the course of ene phase only 1f in
the followfng phase, the output of consumer goods Wthh they brlng '
about finds an outlegtmvéenoeg;ln fact if hourly wages.are stagnant,
there will be an sver-production crisis as from phase 2, with the
equipment produced in phase 1 remaining unused while that proportion
of it which does‘get used will only give rise to a reduced demand, for
labour. This is the Keynes1an problem and the source. of the great
depreSS1on- the system has broken down (avallable equipment and un—

employment) and can only be started up again.bysa rise in wages,

AN
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L The absurd part of it can be avoided if the surplus value is
consumed, In our very simple scheme, the surplus value is "saved' in
totos but if we assume that a constant proportion of it is consumed,
there will be no change in the nature of the equilibria, Hence if
real hourly wages remain stagnant or increase at a lower rate than pro-
ductivity, an increa%éeg proportion of sthe surplus value must be con=
sumed in order to maintain a dynamic equilibrium. There are three ,
theoretical possibilit}g§ito satisfy this requirement. e shall exa-
mine them further on in relation with the question of the dialectic
between objective and subjective forces in determining the wvalue of

labour power,

L oA g <
S

B i t 5 :
We can now remove the provisos concerning organic compositions
and productivities,

~

i
The assumption of different organic compositions in the two

Departments does not alter the results, If for example, for phase 1,

we have?

capital necessary surplus
Phase I equipment. labour labour output »
Dept. I 20 e 58 nh 30 h AN e
Dept. II 10 e 50 h 38 h 100 ¢
Total 38 e ‘ 166h

Equilibrium is achieved with an hoﬁriy wage of 5/8 F, 6 = 2P and
C = 1F, The rate of surplus value is 60%, If pro&@cti&ity doublesﬂin
each of the two Departments, the equilibrium in phase 2 will require
the -same rate of surplus value, hence a real wage which is doubled
(w=5/8F, e=1F, c ~ 8,58 F),

Phase 2
Dept. I 40 e 54 h 38 h 120 e
Dept. II 20 e 50 h 30 h 200 c
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It will be noted that the organic oompogitioms. imvvilme terms
remain unqhangedAalthbugh they still differ from one Department to ..
another (5C/4Q for‘Depar¥ﬁent I in each of the two phases and 50/2C
for Departmenf II);VﬂThuS what we.huve‘said before concerning Tugan

Baranowski's "solution" is also valid here,

We must now examine the assumption Sf a different growth of
productivity between one Departmeht and another, Let us assume that the
technology enables productivity in Department II to double from one

phase to.theAnext~whileéth&tmQf“Depaftmént'I“bnlﬁ'ihérééééﬁiby'1;5,.for

example:
Depaftment” I.. Phase 1 : le + 4h Se
" Phase 2 : le + 3h - 5e
Department II Phase 1 i 1e + 4h bc
-
Phase 2 : le + 2h 6c

&
It'will be seen that dynamic equilibrium is achieved when,

for exaﬁple,

Phase‘1 . A
Department I ¢ 40e + 160h (40h, 120b)-.« 280 &
Department II : 10s + 40h (10h, °3%h) = 60 c
Total . -50e - 200n  (50h, 150m) S
Phase 2 i ,

Department I s 160e + 480h (94h, 386h) .= BORe

‘4%¢ +._' 30h: - (16h, .64kh) = 1240 c
200e - :560n (110n4450h)

Department II

e

where the unit price of equipment is eq = 1 and eo =.3/4, that
of consumer goods is cq = 5/6 and cp = 11/24 and hourly money wage is

W, 1/4 and Wy = 11/56.



IDEP/ET/R/2558
Page "30,

Generally speaking, as soon as an improvement takes place in I
or II or in both Departments; the real hourly wage must'ingrease in a
proportion which is a combination of the productivity gfowfh rates in
Departments I and II. As regards the surplus value raté and organic
compositions, they vary according to whefher this productivity growth
is faster in one Department than in the other. 1In the annex, we give

a detailed proof of these conclusions.

5. The dialectic between objective and subjective forces in
determining the wage in the capitalist mode of production.

The scheme developed above illustrates the fact that dynamic
equilibrium in the pure.capitalist mode of production brings into an
objectively necessary relation: on the one hand, the value of labour
power (rate of surplus value and real hourly wage) and on-the other,
the -erganic compositions in each Department and the improvements in
productivity between one phase and the next. The :@bvious condition
which the system requires for this relation to manifest itself is the
total mobility of capital and labour from one industry to another and
hence from one region to another,; etc,, that is, the completion of the
proletarization process which is implicit in the assumption of the
"pure" capitalist mode.2

Having forgotten th%swﬁéoéésary objective relation, Emmanuel
committed the error of separating the wage from the level of develop-
ment of the productive forces and of turning it into an "independsnt -- -
variable"., In order to detérmine the lev€l of this "variable", forces
other than those which govern accumulatio® ‘must be hrought into opera-
tion: for example, some sért of law of population such as Ricardo,
Malthus or Lassale devised and which is severely criticized by Marx.
Or else, it can be decided that this level is "conventional", i.e.,
that it results from the autonomous social and pdiiti§a1 equilibrium,
the ruling social forces, there being no objecti%é limits to it (othef

than the output ceiling, this is obvious): this is the interpretation
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given by Joan Robinson to one stage of her evolution and by Emmanuel
to the content of Marx's expression concerning the "historical.and

0
moral element" which intervenes in the value of labour power.é—/

We revert to economism if we go so far as to assert that the
"objective level of equilibrium" is sportaneously obtained by the
interplay of the economic laws' of éﬁpply“animdémahd. These mecha~
nistic:modgswof_expfession characteristic.of conventional econo- ~ o
mibs:are entirély foreign to Marxism, TFor the level of wages is de-

"~ termined through the class struggle (the subjective element) which
"fakes_place within a context governed by the conditions of accumulation
‘ (the objgétive element).. The spontaneous tendency of the system is

in fac%‘tq liwér the level of wages, to maximize the rate of surplus-
value which is fhe condition for maximizing the profit rate. We have
already mentioned that the dialectic betweén sub jective and dBjective
forces was, for one century, reflected in the:cyclical movement while,
since the second world ﬁar, conditions have emerged at the certre for
this movement to be controlled through a nSOQial_gﬁﬁtgaaﬁnhﬂfaaéggaiékﬁ
democratic nature.él/

The economistic error leads'to the ideology of universal hade
monies, to an idealization of hlstorlcal solutlons which - cupltdllsm |
has in the past found and still flnds for its fundamental contradlc-
tiony it also leads to these’ solutlons belng regarded as the only
possible ones, In fact, we have seen that if the real wage does not
rise with increased production, the éystem can.find a solution in the

consunption of surplus value,

The first "solution" -~ the individual consﬁmption of an increas-
ing proportion of the surplus value by the capitalist — is not '"normal"
since competition between capitzlists requires "savings" and the idee—
logy of the system, which reflects the basic features of the capitalist
mode, is opposed to it. However,'we shall see that in the peripheral

capitéiist'mode, this solution to the probiém of markets is a real fact.
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Whereas in England throﬁghout the first 65 years of the last century
and in Japan up until the morrow of the second world war, internal dis-
equilibrium was counteracted by expansion abroad, in the present-day
periphery, with expansion being forbidden or very restricted (later,

we recall the thesis of sub—imperialism),_absorption takes place by |
means of a prodigious growth of consumption by the capitalisté; This:
is pdésibie,-for the reasons which we shall examine, characterizing A
the specific nature of fhe peripheral mode in contrast with the central
mode, with the dual aspect of modern technologies (with high producti-
vities) and low wages, conditioned by the maintenance of pre-capitalist
dominated modes- (.and the class alliances which it presupposes), and
technological dependency which frees the local bourgeoisie *from the

exigencies of competition,

Once more, we stress that these are the conditions which enable
us.to understand the specific nature of the peripheral mode of repro-
duction as such: reproduction of conditions of low wages and of deven—

dency on central capital,

The second "solution" is one discovered by the central system
itself in order to overcome its contraditions., We have repeated that
there were no "unsurmountable'" contradictions — the theory of catastro-
phic collapse, of "general crisis", etc,, but only different alterna-— -
tives to overcome them: those of capitalism which maintain the essgn=
tial features of the system and those of socialism which supersede them .
right from the start., Monopolistic competition, the inclusion of
"selling costs" in the price of the product ahd-the subsequent develop—
ment of tertiary parasitism which were well described long ago by

Chamberlain and Joan Robinson constitute, as Baran and Sweezy have said,

32/

the "spontaneous" solution of the system, Falling within the same
grougaof solutions, there are those which derive from the distortion
of relative prices and the wider spread dispersal of capital., Diffi~

cultics of absorption in fact give rise to price distortious, Capital, -
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concentrated at one pole is dispersed once again to the other pole in
response to market conditions. Hence there is a continuous recreation
of conditions which cause new activities to become profitable, these
activities perpetually giving rise to a "petty capitalism', Thig is
not a vestige of the past but the result of concentration itself,
Within this petty capifélism (services, high class agriculture, etec, )
individual capitalism is also consumer of a large part of its own pro-

fits,

The third "solution" involves the direct intervention by the
State in the absorption: public, civil and military expendituresetc,

é-3-/g:r‘eat intuition was to understand that henceforth the analy-

Baran;s
sis of dynamic equilibrium could not be made within the framework of
the "pure'" two-sector model but within a new framework - with three
sectors (the third sector in fact being the State, consumer of an in-
crecasing proportion of the surplus), This analysis which corresponds
to the reality, required the introduction of a concept wider than that
of surplus value and directly linked with the productivity of produc-

tive 1ab§ur. The concept is that of surplus.

‘Dmes the introduction of these "solutions", the third in par-
ticular, remove the objective status of labour power? The answer is
yes for those who regard this status from an economistic point of view,
But in actual fact, these "solutions'" remind ﬁé“qnly of theigxgsjehoe
of a dialectic between subjective and objective forces., For state in-
tervention must be placed within the context of class struggle whiéh

gives it its meaning.

Dialectic does not mean juxtaposition of autonomous elements,
Class struggle in all its varied manifestations outlined here, does
not "reveal" the objesctive necessities of equilibrium by a lucky chance,
Class struggle modifies the objective conditions, The model, as the
reader will wnderstand when he studies the .anmex, is necessarily unile—
- teral, but the reality is not. The results of class struggle alter the
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conditions of the "model": act upon the allocation of resources, the
rates of growth of productivity J and P etc. Objective conditions and

sub jective forces act and react unon one another,

A final remark: our analysis of dynamic equilibrium did not
contain assumptions regarding the trend of the profit rate. e shall
return to this question later, in relation to the stages of the evolu-
tion of the capitalist system and the related question of the falling

rate of profit.

e. The remuneration of labour and its status in the world
system : unequal exchange

We can now return to our sfarting point: the question of inter-
national values, If the world system were nothing more than a juxta~
position of aﬁtonomous national systems, each reduced to a pure capi-
talist mode of productiOn, our exposé on the objective status of the
value of the labour power in relation to the level of development of .
national productive forces would suffice. Henceforth, the trade be=
tween nations will not be governed by the law of value., Ricurdo's
analysis - in fact in subjective terms - would then be the only possible
rationalization of international trade, We have already said that the
subjective theory of wvalue can be applied in trade relations between
autonomous precapitalist formations (the question of distant trade and
its}mgngpoly profits);éé/ the same will apply for the contemporary
world system, ; !

This does not make sense precisely because this system is not
the juxtaposition of autonomous national capitalist modes of produc-—
tion, The question of the status of the reward to labour in the sys-

tem (both at the centre and the periphery) must therefore be examined,

Let us therefore return to Emmanuel, We share his view that
goods being international, the problem of the value of labour power must

be examined at the world level. But we do not agree with him that the
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productions exchanged on the world market are specific, that they have
irreducible use values, Furthermore, we do not share his view that
the study of international trade can be contained within the framework
of relations between national capitalist modes of production. "These

are the two problems that we shall now deal with,

Are the products exported by the periphery "specific"? Such is
not the case when the facts are looked at, Most of the third world cx—~
ports are raw materials produced both at the centre and at the peri-

- pherys crude oil is produced by the United States and the Arab coun-
tries, cotton in the United States and India, iron ore in Europe and
Africa, etc, Many of these raw materials are close substitutes for one
another: tropical oilseeds and those from the temperate zones, natural
fibres and rubber and their synthetic substitutes, tropical fruits and
those of Europe, etc, The truly '"specific" prBducts suppliecd by the
periphery are few in numbef and represent only a small proportion of
the trade of the Third World. In our view we must also add that tea,
coffee and cocoa have substitutes though these may not be as close as
for the other products mentionsd above, Broadly speaking, traditional
economics has exaggerated the role of use value,' This is understand-
ables te base the economy on "consumer choice', an irreducible nature
must be attributed to the use values of the products which, in fact,
are close substitutes., Yet we know how the capitalist producers mani-
pulate demand and, depending on the strategies which they want to use,
impose such or such a substitute; in the last resort, consumption is

geared to production znd not the reverse,

The point 1elating to "specificity" is not a secondary one. e
came to it in the course of our discussion on trade, For a long tine,
Emmanuel and Iéé/have argued with one another, esach of us being on a
different wavelength precisely for this reason., Our assumption has
always been spontaneously - but too implicitly - the opposite of

Emmanuel's, As far as we are concerned, the "specificity" of products
&
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was always 2 myth, the result of commodity alienation. Since we con-—

sider that the centre and the periphery produce the same use values,

a comparison of the level of productive forces ("productivities") be-

comes neccessary within the branches which produce the same use valuss,
To Emmanuel, this question did not arisej the result was that he could

completely separate exchange from the pro@uotion process,

This "mistake" by Emmanuel is a serious oney it reveals & stance
fundamenfally opposed to Marx, an unawarenéss of the decisive impor-
tance of the first chapters of Capital in which the criticism of eco-~
nomics is based on a debunking of commodity alienation (comi:odity
feti‘shism)., This explains why, later, Emmanuel reverted to marginalism,
as many others before him, on the question of transformation", examined
later. It is because we believe that there is here an essential ele—
ment which is not clearly understoed by meny "Marxists" that we wish

to clarify things in a positive way.

Marx believed that production and consumption are also related:
dialectically: consumption negates production but they are both closely
linked with another at a higher 1eve1 of unity, As it happens else~

where, this unity is not symmetrical : in the last resort, production :.

governs consumption.

The method of marginalism rests on the reverse proposition: at
the root, there are a variety of "human needs" which are potentially
limitlessj these needs can be satisfied through the consumption of

"things"s these "things'" will be produced,

Social science could therefore be reduced to economic science
and economics made on "psychology" - the relation of man (natural but
not social man) to "things" which enable his needs to be satisfied,
That men, having become "consumers" should believe this to be so does
not come as a surprise to someone who has really understood that capi-
talism is, in its highest stage, the rule of the commedity, that com-

modity alienation is the condition of its reproduction, that the things
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in question are not produced for any intrinsic use value they may Lave,
but for their exchange value, that their use value is not intrinsic

but a social product created by the production mode, There is no
"spe01f10" need which must be satisfied such as a need for plastic
flowers Whlch is dlfferent from a need for paper flowers, Plasztic and
paper flowers are produued because it is profitable to do soj this is
'p0331ble because there are- men who have only their labour power- -to ssll

and who must do so .to survive; and the need for these flowers follows,

it is created simultaneously with the making of the flowers.

We must constantly recall these basic facts of social science

because, living in an alienated world, we are never entirely "pure'.

In our conclusion, we shall return to this essential problem.
For' the present, let us try to define the nature of unequal exchange

in the context of the non—speclf1C1ty of goods._

We hawe aiready observed that-thé‘teohniques'used'to Produce
most of the exports from the third world“are the same as those used at
the centre, in the same branches,. But ‘real wages are vefy much lower
at the periphery,: Purthermore, the framework in which theee produc—
tions are organized is that of ‘the capitalist mode., Under these con-—
ditions, our analysis of the transfer of value in the way we have done,
it seems to us better than that of Emmanuels it is the only‘analysis
that ‘enables us' to give a correct definitien of uhequei exchange: the
exchange of products whose prodﬁctibn involVesVﬁage'&iffe:entials

greater than those of produétiVity.

. The observation made by Marx "in passing" c0ncern1n5 the ©X—
changes between two countries which produce and export the same Pro-
duct under different conditicns of productivity, was too hastily dis-— ‘
carded by Emmanuel who only noted that "this special case in no way. '
affects my (his) theory of unequal exchange which concerns the eigiange ‘
relations between two countries where each specializes in different

branches".éé/ We repeat that Marx's observation, even.theugh a margihal
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note, proves to be a profound one and .corresponds to the real problem

we have to study,

It is true that the productivity of labéur does not only depend
on the technologies used but also on the normal framework within which
labour, supplied with suitable capital equipment, operates in a given
social system, These natural resources have no intrinsic produgt;vity,
“but they have an effeﬁt on that of labour. But fhe social and“@bcﬁof‘
mic--conditions -ef-capital's-access to these résourcesuvary and, as we
have already seen, we perceive a whole Seriés of caées_of "uneqﬁal SX=—
changes" which are characterized by factors other than unequal reward
to labo_ur.ﬂ/

Obviously, if we regard use values as entirely irreducible, the
"natural" element can be determining. .Emmanuel bases himself on this
remark when he declares that the developing countries have a relative
advantage in their expofts much higher than the disadvantage in their

38/

imports, For obviously it would cost relatively more to grow cocoa
in England than to produce textilé goods in Ghana, But this remark
is meaningless where non«specific products are concerned; ‘However,
the. social and economic: conditions of access to natural resources
which Emmanuel ignores are here determining in what we have qualified

as "other forms of unequal exchange',

The idéa that tﬁe products exchanged.are in no way specific is
difficult to aocépt. Firsfly.becausertbis is an attack on the margi-
nalist‘preconception aé'we h;ve already:said, Secondly because the
analysis directly raises the question: why does the centre not abandon
the production of these products? "And, taking the argument further,
since goods and capital are international, why is it that capital does
not emigrate in lerge quantities to the periphery to produce evefy—
thing at lower wages and flood the centre with exports from the peri-

phery?QZ/

FL
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There are two reasons why this is not so. The first is his-
torical: capital was national before becoming international, i,e,, its
international mobility is only a trend, admittedly an increasing one,
which has occurred in conjunction with centralization and the monopolies,
Furthermore, with regard to Ricardo's assumption of capitalvimmobility,
Emmanuel rightly observes that "the optimum.solution would be for the
English to migrate to Portugal with their capital to produce both cloth

".éz/ This first reason leads us to study, further on, the re-

and wine
lations between the theory of unequal exchange and the historical stages

of the development of the capitalist system,

The second reason, of a theoretical nature is a more important

one, What we have said concerning the objective relation between real

~ wage and the level of development of the productive forces is as true for

the world system as it is for the pure capitalist-mode’of production for
the same reasoni  If all industries were to emigrate to the Third-worll
_where they would have the qdj@htage“of a lower Wage;‘%ﬁeir production

: would find no ouﬁlét in the dé&eloped world, The argument put forward
by Minian that the assumptien of m&%ilitfﬁof goods and capital but not
labour makes a theoretical solution impossible thergfore‘has ﬁO‘basis.
The necessity of a balance of payments equilibrium at'the centre aﬁd the
ﬁériphery,.put forward in feply to this type of criticism, is correct:
this eQuilibrium is nothing more than a reflexion at this level of ‘the
necessity of a more essential equilibrium between the level of the re-

~ ward to labour and that of “the development of the productive forces,

We must now examine the second limitation Emmanuel imposed on’
himself, The framework within which certainlexports from the periphery
are produced is not the capitalist mode pf_production. In broader terms,
the products which form part cf the w¢rkeré!lpqnsumption at the periphery
are not necessrily derived from capifalist,ﬁfoduction. This is so not
only with regard to the workers' consumption in the capitalist export
sectors of the periphery but also as regards local industries with a
domestic market., How are these different modes of production interre—

lated? What exactly does the domination of the capitalist mode mean?
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Does rcgard for these’ questlons alter in any way the ana1y31s of un-

equal exchange'P

o When the production mode in one -of the trading‘parthers, eXw=
ternal or internal, is not a capitalist mode, we can no longer use the
basic conecept of capitalism (capltal wage and profit, rate of surplus
value and of profit, etc,). Does the very term of unequa% (or equal)

.exchange then still hawve any meaning here?

The production modes of pre-capitalist origin which have trad=
ing relations with the capitalist mode obviously vary a great deal,
In.order to simplify things, we can reduce them to the simple petty
commodity mode of production, Let us imagine, for example, the cabié
talist society described above.(producing 60e and 60c with given tech-
nologies),entering into trading relations with a simple commedity mode
which produces consumer goods of a similar use value but with an ar-

tisan technique, without.capital eqiipment, according to the formmnla:
0c + 160h —3 260

Here, we cannot makéiany distinction bétweeﬁ hecessary labour
and surplus labour since’we'ére’dealing with a éimple commodity mode,
Product ¢ is competitive if the reward to labour accepted hcre is
0,20F/hour (against an hourly wage of 0,50F in the caoltallst mode pro-
ducing the same product). ‘There 'is already "unequa% exchange” in_ the
scnsc - that the rewards to labour for the same amount of working time
are unequal (in the ratio of 2: 5), but this differential is here iden-

tlcal w1th that of the produot1v1tles.

If from phase 1 4o the next the 1mprovement in product1v1ty re—
duces the price of the c unlt in the capltallst eoonomy from 1 to 0,50F
while the artisan economy makes no progress, in order to be competltlvg,
the latter must accept a reduction in the ﬁdnéyvreward to labour from
8.2F to O.1F per hour, Whereas at the cenfre real wage increases along

with productivity, at the periphérj,‘the real reward to labour remains
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stagnant since the consumer goods which'form part cf the consumption
of the worfkers in both cases are international goods whose price has
been reduced from 1 to 0,50F per unit. We have already examincd this
problem, i,e,, the deterioration of the factorial terms of trade: in-
ternetional trade, centrary to the optimistic asertions of conven~
tional theory, does not allow the profits derived from the unequal im-

provement in productivity to be shared,

* Obviously if the simple commodity eeonomy supplied a speeifie“
product, there would be no reason for it to be forced fe accebt a re—
duction in the money reward to its labour, The supply price for its
product could remain the same, The capitalist econbmyrwould'therefere
have to accept sharing the profits from 1mprovement in its produo—
tivity., It is nevertheless likely that the s1mple commodity economy
would accept & drop in the price of its product, for which in any case
cheaper substitutes would-be developed at the‘centre, particularly so
long as the real reward to artisan labour - through subetituting

cheaper imports for local consumption'goods - was not affected,

This argument in no way pre judges the equal -or unequal nature
of the exchange. It only enables us to establish the conditions under
whieh the partners benefit, or do not benefit from the unequal improve-
ment in productivity.

However, by'analogy with the situation studied above where both .
the pértners are orgcnized within the framework bf cafitalist produc—
tlon, we have extended the concept of unequal exnhamge to situation
where — whatever may be the productlon mode of the partners - the
differential in the reward to labour is. greater than that of produo~,
tivities, This exten31on seems to us fully Justlfxe& 1n v1 w of the
very close integration of all contemporary trade~act1v1t1es within the
international capitalist system. - In many cases, the extent of this
inequality of exchange can be quite: easily measured. It is true that

in some cases where the products are not.close substitutes, it is more
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difficult tc do so.ég/ However, if we feel confident to venture so
far, it is because capital is not only individual (fragmented), it is

also social (global),

With regérd to the mode1 of the sucéessivevstagéstof exchange,
it illustrates the fact that the conditions of exchange between the
"cépitaliéf mode and the simple commodity mode can have an effect on the
conditions of reproduction iﬁlthe former, i.e., alter the rate of sur-
plus values the real dynamic—equilibrium wage with exchanges would
ﬁhenbbe different from what it would be without exchanges. There is
no alteration in the conditions of accumulation in the capitalist mode
if the products offered by the simple commodity mode enter into compe-
tition with those it itself produces: the capitalist mode "protects"
its own autonomous dynamics by imposing 'its prices. The economic
measures adopted which develop this competition are either the parallel
organization, at the centre and the periphery, of the production of
identical products or close substitutes, with unequal productivities,
or the emigration of capital towards the periphery in order to produce
there, at a higher productivity, even marginally, products which the
dominated domestic economy also supplies. The contrast betwesn indus—
trial crop plantations (Unilever, United Fruit, etc.) and the dominated
handcraft production comes under this strategy. 1In broad terms, this
explains the organization of capitalist productioh competing against
the dominated and maintained handcraft production. O0f course the
“eéonomic“ means afé_not separated from the ﬁpolitieal"‘means used at
thé'same‘fime in Qrdgr‘to force the pre-capitalist modes to become in-
tegrated within the capitalist trade system. No model of this type can
replace the concréte analysié of fgrmations in transition from. pre-~ 4.
oaiitalism to peripheral gapitalism and the épecific class al;ianggs
of this transitiohgié/ _ .“,> ‘A ”

If however capitel does not succeed in developing this competi—
tion, the precapitalist soéiefy:“resists" and the conditibns of"reﬁrd4

duction of the capitalist society become altered in so far as it is
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compelled to obtain, through trade, essential specific products supplicd

by the other, . T

Can one be clearer on this essential point concérning the dialec—
tic between objective and subjéctiye forces at the periphery and within
the entire system? "Economists" always want what they term "rigorous
‘proofs", those which can be formulated in models, This is not the casec
here. As we show in the annex, the'"objective status'" of labcour pcwer
in the pure capitalist mode can be illustrated - not proved - in & simplc
model which nevertheless has the shortcoming of any model - that of being

unilateral.

The argument remains strong in spite of appearances when it is
not possible to have recourse to such mechanistic illustrations, This
is the case in this instance where we are deep in historidal materialism
and therefore outside the sphere of "eccnomics", We have stressed that
the unity of the World is revealed in the fact that the producers inte-
grated within the complex formations dominated by the capitalist mode
sell their labour power and not its products, We will be aske#& to prove
its “We refer the reader to our exposé on the creation of peripheral
formations, in our book entitled "Le Développement Inégal".éé/ This is
a first attempt to give a demonstration in terms of historical ma%eriau""‘
lism, This embraces what the universities stupidly keep separate: history,
"national phenomena", sociolbgy and social classeé, political struggles
and ideologies, econcmic evolution, and the representation of all these
in the alienated consciousness of men, their "gcientific theories' and
their valug systems, - A great deal remains to be'done, bgt in this dire

tion rather than in the field of unilateral models which leads nowheré:“‘h

T

Can it be proved that human beings argimbrtal? No statistician
can do it: searching the birth registers for the year 16C€ and attempting
to discover what has happened td“fhe ﬁéopl@,bprn in that year, he would
(with great difficulty) find that mahy of them are dead, he would cer-
tainly find no survivors but then he would conclude: it is not established
that all the people born in 1600 are dead although we have found no sur-
vivors. And after all, the unity of the world, as an artist friend of

mine reminded me, is like paint and dung: you can smell it,
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T From unequal exchange to unequel development:

In 11ft1ng the two restrictions Wthh Emmanuel 1mposed on him—
self, that is, in con31der1ng that the products exchanged 1) are net
"SpGlelC” and 2) that they can be produced w1th1n ‘the frame work of non-
capitalist modes of produotlon, we huVC the feellng of hav13g qch1>voq

some considerable progress in theory.

FPirstly, we have succeeded in correctly defining unéqual ex-
change, In.our view,.there is unequal exchange in the worldocapitalist
system when the difgerential between rewards to labour is greater than
that between produotivities. On the one hand, this definition relates
to a phenomenon‘whioh is peculiar to the world capitalist system; it is
not able to give an accouﬁt of phencmena which are peculiar to other
systems, for examplé,(to precapitalist distant trade, On>the other
hand, capitalist unequal exchange does not necessarily imply that the
“two productlon modes integrated by trade within the world capitalist
" system are themselves capitalist, Our definition is therefore more pre-

cise but at the same time more general than that of Emnanuel.

The results we have achieved are also achieved independentlyvby
Saigal who argues directly in terms of production prices because in his
models, he apsumes equal rates of profit not of surplus value, His
models show that .there is unequal exchange when real wage differential
is greater than that of productivities, In whichever Department (I or
II) the pertner whose relative wages are lower specializes, he loses,
~because of this specialization, not only in terms of exchange (as against
. the-situwation where he is isolated) but also in terms of potential growth,
Saigal also repeats our criticism of Rlcardo and our assertion that the
1ong-term interest lles in developlng those sectors of productlon w1th
the best prgspects for 1mprovenent in product1v1ty; even if thls choice

must be made at the expense of trade,
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: The ‘only necessary condition for unequal international trade to
appear is cbviously that we must be able to compare real wages, i.e.

‘that wage goods must be internaticnal goods, For if they were not, natio-
nal systemsg. would be_isolated from one another, only jwxtapesed bui.now
integrated, The world capitalist system would not exist since, by defi-
nition, it implies that goods have an international, werld nature, But
ét'jhe.risk of repeating ourselves, we stress that unequal exchange does
not necessarily impiy that the partners'! production modes must necessa—
rily be oapitaiist: it is sufficient that the goods produced are intended

for the international capitalist market,

Is this' the case? Undoubtedly, Firstly, at the empirical level,
the major proportion of wage goods in the developing countries are im=
ported or supplied by domestic import—substitution industries and or by
-"capitalist agriculture, The prices of these products are therefore sub—
Ject to the laws of international competition just as much as the prices
of the products which constitute the real counterpart of wages at the
centre, Even When some wage—goo@svat the periphery are still supplied
,gn@er precapitalist modes of,produoticn, their pricgs have to be brought
Eﬁ%o line with those of internaticnal substitutes, -This is indeed a
general gharagtggisticAwhigh:we ?gygastressé@ in our description of under-
development: the transfer toetbg_pe:ipbery, of the centre's relative
price structure which becomes the international relative price structure,
whereas thé distriﬁution of»productivifies is different from that which

is characterisiic at the centre,

But while we were reaching a correct definition of unequal ex—
change, at the same stroke, we were able $6 define the limitations of =
theorybof exchahge. In fact, the cost of the feward‘to laboﬁf must be
ekplained: the internétional immobility of labour is only theFCOndition
under which it is expressed, This immobility makes ﬁnequél exchange
pessible because the capitalist mode dominates other modes of production,
The analysis of this domination must therefore be made the core of the
study of accumulation on a world scale, of the upequal dévelopment of

capitalism,
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In choosing to adopt this point of view, we have succeeded in

. defining the peripheral capitalist mode as opposed to its éentral fornm,
Let us recall our 'essential conclusion that the peripheral form has, in
contrust te¥the central form, the dual feature of a modern tecbﬁoiogy
(hence high productivity) and low wages within the framework of the
capitalist social organization. From this specific characteristic, of
which we have given the historical background, dependency is derived,
Integration implies that the balance between the level of dévelopment of
the productive forces and the value of the labbuf power is not to be
found at the level of the peripheral formation but only at the level of
the world:gystemrin which thellatter is.intggratad, From this” lack Bf
internal correspondence betweén the two clements in question we have the
vicious circle of pefipheral development: in order to reproduce its own
conditiohs of existence, the ieripheral fofmat;on must-still contain pre—
capitalist modes of production or else produde:hon-capitalist modes which,

‘being dominated, provide the capitalist mode with its cheap labour,

It is within this framework that we have relocated the proﬂlem of
_"marginality".él/ This is an unfortunate expression since it suggesmsiihut
the "marginalized" masses are not integrated within the system, But they
rare, since they supply the demipent capitalist mdde,.eiiher;dirébi}y'Hihh
oheap labour or indirectly wi%h dh@g; labour inéorporated intc products
which make it possible totlower'thé'value of labour power'in favour of
the dominant capitalist mode;’br"prbducts which enable a reduction in the
value of the various components ofMEonstant capital, égain.in favour of
the capitalist mode, or again, products which make i1t possible to raise
”the’real'value of‘”iuiury” consumer goods (the_fraction of the surplus
value which is consumed by the bourgeqisié). In the last resort, all
these mechanisms can be gnalyzed in terms of transfers of surplﬁs gene—

rated in non—capitaiist modes iﬁ favour of the dominant capitalist mode,

We can therefore understand that the "marginal" sectors are not
"vestiges"., They may appear to be so where sectors of precapitalist ori-

gin are concerned although the domination they suffer has caused them %o
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lose their original'autonomy., But they are not always so: thus scme

"modern" marginal sectors are reproduced by the system.

If the dependency which we have here defined is expre ed at the
interhational level by.an asymmetry and the transfer of value (uneQual
exchange) which accompanies it, it is necessarily also express at bhe
same time, at the "internal" level, by a transfer in favour »f the peri-
pheral capitalist mode. It is therefore understandable that the depen-
dency is not imposed from‘cutside but is necessary. ‘On the political
level, the local bourgeoisie is the agent which shapes a dependent struc—
ture since this serves its interest., This is how it is able to benefit
from the levels of consumption of the "international" bourgeoisie when
the average level of development of its own productive forces would not

allow it,

The overall analysis thus conducted enabies us to reject two
series of myths to which Emmanuel's narrow analysis was bound to lead us:
the first is the myth that "development” can be achleved by an "artifi-
cial" increase of the "independent" variable = 1.e., the wage. The se=—
cond is the myth that internationa}~tranefer automaticaily behefits'the‘~

working class at the centre,

Ecmanuel’s analysis conderﬁing the effects of an increase in wa ge
on the conditions of development remains hai?e‘ﬂg/' It is true that,
assuming that a strike leads to an increase i;%ﬁagee on the coffee plan~.
tations in Brazil, Emmanuel believes that this increase would nct be
possible if competitors.were to take, Brazlllsrplace in the wcrld merket,
but would be pessible if the 1ncrease 1n wages could be matched by an
improvement in productivity. on .the plantatlons. He nevertheless conclude
that 1f the rise in wages:affects all. producers; consumers will have to
pay more for their coffee, -This is loglcal only because Emmanuel icSumns
that the products supplied by the periphery are speclflc. But they a
not., It is also true that Emmanuel quite correctly draws autehtlon to
the fact, overlooked by his critics, that the peripheral producer recelves

only a small fraction of the price that the consumer at the centre pays

. ————ee
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for his product., The profits of middlemen, .advertising, taxes paid at
the centre are'so }arge that, in-spite of .the deterioration in the terms
of trade for the producer and fhe wide fluctuaticns in the world whole-
sale prices of these products, their prices to the consumer are con- .
stantly rising and are never seen to fall even as a result of slumps: a
wide buffer therefore exists which would enable ansimprovement in the.'
reward to labour if social relations were to éllow it.A This essential
problem which we place at the centre of our anéiysis of the peripheral

mode, is not analyzed at-all in the theory of unequal exchange,

- This is why Emmanuel practically ignores the dialectic interac- -
tion between Wage and development which he replaces by an inaccurate
linear analyéis. Only the analysis of the objective status of the value
of labour power as we have explained it enables the linear economistic
mechanism to be superseded, It is once more true that here, Emmanuel,
on occasion, makes some interesting observations, Referring to England,
he points out: that wages which remained low until around 1878 did not
hinder development because "rent absorbed the surplus and prevented it
from going abroad", The observation is no doubt correct but we must
qualify it since, precisely between 1880 and 1870, tke terms of trade
were deteriorating for England: part of the gains in productivity achie-
ved by that country's industry were actually benefiting her trading part-
ners. We must therefofe ciarify the historical conditions which made
unequal éxchanéé poséible: 2/

Because he ignores these historical conditions, tdgethér»with,;
broadly speaking, the analysis in “terms of peripheral mode and central
mode, Emmanuel confuses what we have clearly distingﬁished: the young
centres .and the periphery.ég/ For if it is true that the prospecfs of
en_influx of ‘white migrants into Rhodesia.can, im:its turn, cause Caphr-
tal to flow in, thereby creating-employment with high wagés which a uni-
lateral decision in the.Central African Republic to raise wages would
haﬁe no effect on development, it is because Ruodesia is a young-éehﬁre"

as formerly were the United States, Canada, Australia and South Africa,
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characterized by clear~cut capitalist production relations, If we rein-
troduce production relations into the analysis as we have done, we cas
see that foreign capital does not have the same "development" effect at
the periphery beceuse the relations of capitalist mode dominafion of the
precapitalist modes characteristic of the peripheral structure lead to the
specific distortions which we have analyzed, Ignoring this type of ana—
lysis, Emmanuel made a monumental error with regard to the respective
r8les of colonization'by the "petits blancs" ("poor whiteS“).ani of the
establishment of multinational corporations, To claim that thesevere
agents for "develepment" as opposed to the former is purely and simply
to revert to Rostow's line of reasoning., On this point, Bettelheim's
criticisms are right: Bettelheim contrasts the homogeneity of the centre
with 527 heterogenelty of the }erlphery.él/ Here however, like P,P,

that it enabled, through specific clags alliances at the perlphery, the

Rey, we went further in showing that this heterogeneity was necessary,

reproduction of the system as a peripheral system,

. The ‘analysis of unequal exchange shows that the rate of surplus
value at the periphery is undoubtedly higher than it is at the centre,
What precieelykcharac%erizes the peripheral mode and réeﬁlts,_among other
-things, in unequal exchange, is the dual element of low Weges enl medern
technology both in the periphera;“qapitalist export sector ani‘in the sec~ -
tor which'finds its outlet on the domestic market., .It is precisely he—
cause the rate of surplus value. is higher at the periphery that inter-—
national capital finds it profitable there: emigration of capital to fhe
periphery is a means of raising the profit rate, It is also because such
is the case that the peripheral mode reproduces itself as such both in

the economic terms of the_disto;tions which:characterize it and in the
political terms of:specificuclass alliances which define it, To”deny

this glaring evidence necessarily takes us back to Rostow: perlpheral
capitalism would then be only a stage towards mature central capltallsm.
Therefore Bettelheim, who unfortunately expressed\the view thut the rate
of exp101tatlon was hlgher at the cenire, was forced to deny the ex;stence

53/

of a system of international values,
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However, the fact that the rate of surplus“palue is higher at the
pewiphery does not automatically mean that the proletariat at the centre
benefits from the transfer arising from unequal exchange. If labour were
to be paid the same rate at the periphery as at the centre, assuming
-equal productivity, the overall equilibrium, at the level of the entire
world system, between the reward to labour and the level of development
of the productive forces would require a dlfferent distribution of tle .
comparatiwe rates of growth of the centre and the periphery. Unequal €X=
change is above all at the root of unequal development. There is no
doubt that the working class at the centre "benefits" from the higher
rates of growth which this exchange allows because at the level of the
central formations also, it is essential to have equilibrium between real
wage and level of.development.'“HOWever,‘fﬁe "high" wages at the centre
are mainly due to the high level of development of the productive forces
iand not to international transfers, It is equally obvious that the bour-
geoisie at the centre exploits — unfortunately with success - the myth of

national solidarity and the faster the growth, the easier this is to do,

In this field, the studies made by Marini and Cardoeoéé/seem to.ne
more to the point, The first observes that the overexploitaticn of labour
at the pexiphery makes it possible to increase the overall surplns ?alue
in comparison with the centre by lowerigg?%heupriee.of.certainn?eaas=6f
subsistence while at the .same time raising the profit rate bydfgducing )
the price of some components of constant capifal We shall here introdnce
a slight qualification: the resultlng rise in the rate of surplus value‘
at the centre is limited by the objective requlrement of an equlllbrlum
between real wages and the- level of development of the productlve forces.
We also endorse Cardoso's observations: flrstly that this process of ex—
ploitation of the periphery is not- necessery (elnce there is no theorct1;
cal problem of: an -absorpticn impossible within the framework of the Pure
capitalist mode), but that it explalns ‘the functions of dependent caplta—
lism in. the world -sysgem. Secondly, that the 1mportanoe of the oroducts
imported.:byythe centre ffom the permphery'ls decreas:ng (pre01se1y be—~

cause of the unequal development brought: about by unequal exchange). eur
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qualification here is that this "marginalization" of the Third World,
noticeable in. the course.of the last developmenf'ﬁhase (1950—70) of the

- world system is also not a phenomenon whose development has boen llnedr
' tﬂfoughout the history of capltallsm~ between 1880 and 1913, tLe,\penlnr
up of this world to 1mper1allst10 capital has been de01s1ve' to-morrowv,

with a possibie spurt in the development of runaway 1ndustr1es, 1t»ccn1a

be the same again;

4, TRANSFORMATION: A RELATED JUBSTION

i =

The importance attached by some authors to the question of "trans-
formaticn of values into prices" reflects, in our view, a fundamental |
‘error in tne understanding of "the nature of the Marxist concept of value.
It ig clear that it is impossible to derive'tne.system of prices mathe-
matically from the system of values whlle malntalnlng an equallty be-
tween rates of profit and the rate of surplus value.ié/

Because of this impossibility Emmanuel deduced that ”the irre-
ducible nature of production prices" (Wthh cannot be "dGTIVbd from values”)
meens that, in passing from one system to the other, "it'.is not a questlon
of change of form but of ccntent" and as a result the cost: prlce ”bearo
no relat;en with phenomena but is of an essence other than that of 4
value", 2/ it : |

We have already glven our view on this subaect —1/_ There is no -
reason for the proflt rate to be equal to the rate of surplue value,” On
the contrary, for if the two rates were equal, economlc eXPlOltutlpn
would be obvious in the capltallst mode as 1t 1s in the produo+1on modes-
which preceded it, If there 1s a deception, 1f the phenomenon hides the
essence instead of reveallng it openly, if "capltal” appears to be 'pro-
ductlve" 1ndependently from labour, it is pre01se1y because, ﬁ“rougb
"transformation", the rate of surplus wglye secems to dlsappear. However,
in the last analys1s, it remalns present, for if we ohoose R =01in
Sraffa's system, the rate of surplus value of thé correspondlng value

System will also be zero,
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Our view is s1m11ar to those of Caudio Napoleoni and OSCJT Braun,
The former writes ”value and productlon prices correspond to two distri-

bution patterns (term underllned by us) and to two systems of exchange

" of which we cannot ccnsider the one as belng the transformation of the

- other 'since the structural assumptions are ohanged.ﬂ§§/ And Braun says:
"the Marxist thecry of value does nst require the sum of prices to be
equal to the sum of values since value and surplus value derive from the
analysis of the production process whereas prlces and proflt dfrlve from
the analysis of overall producticn process L 22/

_ It is éfvious that the function of the theory of value is pre-
céisély to reveal_what does not appear openly at the distribution level

;(includingAthe sale of labour power and capital circulaticn on the one
hand and the exchange of goods on the other) by going to the very heart

of the matter, i,e., the production process.

) It is absolutely essential to understand correctly the relation
between value and price, that the price category is not universal but
.‘peculiar to the capitalist mode in order to understand how socialism is
not capitalism without capitalists, We have placed a great deal of em-
phasis on this subject, For, as Sraffa himself rediscovered, ——/ ""compe-
titive optimum" is far from being synomymous with '"social optimum', The
first depends on a social relation, i.e, the oppositioh between the pro-
letariat rand tﬁe*boUrgeOisié-whioh ig reflected in the‘rate of surplus
value, Sraffaiqualifies”as "sub-optimal' any equlllbrlum where profit
is not zero., .What does this rediscovery of Marx mean? That scciety can
achieve .a true "social optimum" when the "profit rate" is Zero, hence
when the rate -of surplus value is also zero, in other ‘words, when class
exploitation has disappeared and the task of accumulation has been com—
pleted, = We draw two conclusions from this anaiysis; The first is thaﬁ
~a period of transition to soci@lsm - which is not matufé'socizlish‘a
is essential to the extent that capitalism has not completed 1ts hlS—
torical task of accumulation, Therefore, for this very renson, the allo—

cation of means of production requires that nfime" be taken into account
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‘though in a different way from that which eharacterizes-capitalism:iin
Placing oneself directly at the overall ,national-level instead of at the
level arising from competition among capital, i.e.,, the capitalists, The
second is that mature socialism is not Stuart Mill's "stationary state',
Socialist society is ‘simply entirely master of its decisions: the deci-
sion to expand productlon is taken directly by a- clear, disalienated
”colloctlve consciousness capable  of directly worklng out the' emourits of
socially necessary lwbour required to 'produce the desired use” values

w1thwut passing through the 1ndlst1nct stage of attrlbutlng a "vuluc”

(pseudo—value) to "time",

This is why it has seemed absolutely necessary to us to establish
““the essential™laws of the system both as regards the objective status of
the value of labour power and as regards uncqual exchange, in value

terms, Of ‘course, we can also obtain the same results directly in terms

of prices, as Oscar Braun and Saigal have done,

9. [The guestion of the falling rate of profit:

Before approaching the problem of the stages of formation of the

. world system, it is useful to recall our position regarding this impor-
. tant related questlon.ff/ -Moreover, we have shown in the annex that the
organic composition and the surplus value rate in value terms remained

unchanged if improvements in productivity were equal in.both departments, .
that.thej both increase if the improvements are more rapid in the pro-
duction of consumer goods (wage goods) and decrease together in thes re-~

VEerse .case,

The debate concernlng the law of the falllng rate of proflt ——/
started towards the end of the 19th century by Bernsteln, Conrad ochmldt
.qCunow, Otto Bauer, Rosa Luxemburg and.KamﬂEKy was taken up in the twen~ -
ties and thirties by Louis Boudin, Henryk Grossman, Hans Beiss, Kei
Shibata and Nathalie Moszkowska. . The-.contenders were, on the one sidey .
the "revisionists" who, noting that the profit rate did not necessarily
fall to a level which would jeopardize "the inducement of capitalists to

invest", concluded that the system would be perpetuated., On the other
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side, there was an "orthodox" pseﬁdblMarxist'school,which asserted that
the rate of profit would_g:adually,fﬁllxunﬁii;i¢~entailsdﬁa,”gsnoralﬂ

crisis" and the "collapse" of the system (in german, "Zusammenbruch"),

Both interpretations seem to us to share the same basic fault of:
economistic mechanism, for we have always rejected the theoryrof”
"general crisis'" and "spontaneous collapse" as well as that of the:Anmeccs-

sary perpetuation" of the system,

In our view, the real problem consists of examining how the sys—
tem reacts in itself and attempts to adjust to a possible fall in the
profit.rate. The adjustment of cconomic guantities to one another in.
the context cf dynamic equilibrium takes place with time-lzgs:-which da—
termine the shape.of'the cycle (or of fluctuations) as we have always
seen, These cycles (or fluctuations) fall within a framework charac-
terized by long-term trends peculiar to each phase of thebactual higtory
of the system.

The hlstorldal facts relatlng to-the period extendlng from the
industrial revolution (beginning of the 19th century) to the crisis of
the thirties point to an actual tendency.for the rate of profit to fall.
The industrialreevdiution:is:Bbove all-a- revb&ut&anlln theggapi&gl SauiP—
ment of large industries producing consumer goods: the:.power loom and
the steam engine introduced immediately in their almost final form en-
abled the utilization of a much larger volume of raw matefials for the
same amount of direct labour time, The organic composition iﬁ value
rose, , The necessary tendency for the rate of surplué value to increase
folléwdd - with a time-lag- to adjust itself to the continuous improve—
ments 1ntroduced intc the consumer goods 1ndustrles. Such, indeed, is

the argument of Marx as Stelndl, in our v1ew, correctly 1nterp¢eted it. 83/

The discussion relating to the falling profit rate was_resuned
in the forties and fifties in terms derived from the microeconomic mar—

ginalist definition of labour-saving and capital-saving innovations.
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¥Memories of the. sdiump of the1193@s-were still fresh-and the Kenesian: ana—
lysis which was based on the assumption of a collapsé'of the profit rate

(the marginal efficiency of capital), faced with the absolute barrier of .
"liquidity preference" together with the tendency to stagnation which the

depression had entailed, marked the entire discussion.ﬁé/

The inherent tendency of the capitalist mode of producticn to rqise
the rate of surplué value induces it to favour innovations which are '
labour—saving for the whole economy, that is,.inn0vationsvcentred on De-
partgéht‘II. These innovations in fact make it possible to reproduce the
reserve army of unemployed and therefore to put pressure on wages., This
is Blaug's argument when he wrote in his comments on Gillmen, "labour-
saving innovations are induced by the increese in real wages which erodes
the profit margin, while capital-saving innavations occur haphazardly for
technical reasons, in particular, in advanced capitalism, In Gillman's

book, capital-saving innovations are given the same attention as trade-
union pressuxe. Theyyewter iwto the analypdssasced

&5

Is the contemporary technological revolution precisely of this
capital-saving nature? Perhaps in part at least, a concentration of major
innovations having been transferred to the production of Department I.

The oonseduent reduction in the organic composition tends to Taiéé the
profit rate particularly if the reduction of the surplus value rate neces=
sary for dynamic equilibrium only follows with a time~lag, |

Hence in any case it would not be possible to adopt; a mechanibal

trend in the rate of profit in order.to divide the history of the -capita~
list system into periods, Similarly we shall see that there is not 2 me=~
chanical tendency towards an excess (or insufficienoy) of surplus- The..
phenomena ardund'ﬁhioﬁ the'péfiodizé%ion of capitalism should be -organized

are to ®e found at an éntifély'diffefént level,

An examination: of .the possible future of the system enables us to
understand its inner nature. Can one eﬁ%iéage a capifalist system_sgrvi-.'

ving the.general spread of automation? Applied to the production of
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Departments I and II automatiop,ein this world of science fiction, would
free mankind from work. But if the ownershlp of productlon means. were

' to remain private and in the hands of a few, the total products - of the
automated machines should go to the owners of these miraculous machines,
We would have g ourlous society composed -of a bourge0131e without a pro-
letarlat._—The latter, being superfluous, would have to be destroyed cr
reduced to the status of non~product1ve domestlc servants.——/ Althcugn

_this is Ppeering far into the future, we can already notice certaln trends
of the system in this direction. Before getting to this imaginary situa-
tion, automation tends to make an increasing proportion. of the populat*on
redundant. Our dynamic equilibrium model suggests to us that t“o system
could give rise to growing mass unemployment Whlle the decreasing mlncrlty
~of proletarians employed in Departments T and II would find their real

. wages rising at a phenomenal rate. ~If in fact progress in automatlun is
the same in both Departments, the organlc compos1tlon and the surplus

. value rate WOuld remaln unchanged and the real wages of ~$he- docre slng

employed mlnorlty would 1nsrease at .the same rate as product1v1ty.

£
'--,- "n".., = e

\’%ﬂwvumﬂﬂ The slump of the 1938s already.showed tiis tendency. The polari—
zation of the uorldginto developed and under-developed. countries is an
even more obvious‘example. The tendencieS"of the system to'the genocide

. of the superfluous populatlon should therefore not be. under—estlmated
But at ‘the same tlme, the system reacts to this "marglnallzatlon“ of the

) labour force, On the one handjy:rather Spontaneously, by the changes in
relative prloes and demand structures Whlnh regenerate a "small nodern
capitalism", in partlcular, consumer serv1oes ©This' tendency 1s visible
and. once again precludes us from seelng the concentratlon as a llnear
phenomenon.‘llke all social phenomena concentratlon also glves rise to its
dlalectlcal oppOS1te.” But - also, on the other hand, in a “non—spontaneous"
Way, at ‘least from the marrow economlc p01nt of- view, ‘Class struggle and
the state intervention falling w1th1n this framework, lead tc the.develop-
ment of other means of absorption of the surplus., A tax tapping of the-
surplus generated 1n Departments I and II in favour of a non—productlve

Department IIT would be accompanled by a.lower increase in real wages in
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Departments I and II and by an™iricrease in employment in Departmerit III.
For Departments I and iI, this trend would probably lead tc a reduction
in the profit rate since the portion extracted from the surplus which
'they generate would have to increase very rapidly to ensure the "full-

employment" equilibrium of such a system,

10, The historical periodisation of the capitalist system:

The discussion‘concerning the stages in the evolution of the ca~
pitalist system was greatly obscured by the tendencies to link this Pri=—
_ blem with that of the law of the falling profit rate and to the pscudo
.laws concerning the absorption of the surplus, These aberrations havc_
led to expans1on1sm, the general trend of the capltallst mode, being con-

fused with 1mper1allsm a special stage of the 1atter.

We suggest that there are'twolnaln stages in the hlstory of capl—
tallsm,67 The first is marked by the 1ndustr1al revolutlon at the be-
glnnlng of the last century. During the three prev1ous centurles cover—
ing the mercantilist perlod the capltallst mode of production was not
mature, Its essential components, is e.; the accumulatlon of money wealth
at one end and proletarlzatlon at the other, gradually began to emerge.
The expansionism oharacterlstlc of the period which Cox~—/has carefully
emphas1zcd should not be confused with the subsequent imperialism, It
is true that the system, in its developlng stages was, from the start,
1ntornatlonal and unequal and the functlon of the perlphery of the time
was essential in the accumulatlon of money wealth. But this functlon'ls

entirely different from that of the periphery Wthh followed.

The second stage is that which Lenin defined in terms of imperia~
lism, It was this particular part of the history which was challenged,
injﬁarticuIaf bjiEmmanuel;é"uho denied that the export of capital ap-
peared at the end of the 19th century, His argument was that British
'assets abroad hav1ng 1ncreased from one billion pound sterllng in 1870
to 4 billions in 1914, this accumulatlon was hardly more thdn the rein-~

vestment, on the spot, of a part of the profits for, at the rate of return
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of only 5%, one billion invested in 1870 would reach a figure of more
than 4 billions by 1914, and that the repatriation of profits to Bri-
tain was therefore larger than the flow of British capital exported,
Furtherfiore Emmanuel observed that the volume of American assets invos- .
ted abroad in 1970 is, in relative terms, at least 40 times larger than

the volume of British assets in 1914.

- The facts mentioned are“cofneot; it is their interpretztion whick
is im question. For the profits which are reinvested are equivalent to
new capital exports, as S,de Brunhoff points out: investment transforms
income into capitals We have also always analyzed the problem of intefu
national oapital flows_by naking a distinction between capital flows and

repatriation of profits, refusing to consider their balance directly.

"-As we have already shown, capital exports do notwoocur as a re-
sult .of some theoretical impossibility to utilize the surplus‘within
the-central capitalisﬁ formations, They are motivated by the see:gb for
'higher profits which are made oossible precisely by the coexistence of a
modern technology and low wages. This search is not related to the trend
in the profit rate: rising or falling. 'Furfhermore,"the repatriation
of ?rofits shows \that capital exports do not solve .a-pseudo problem of“
absorption, Thus Lenin never regarded capital exports as due to inter—
nal diffiouities of absorption but purely to a search for & higher pro-
fit rate, It is true that the picture of a Europe. of small investors
living off the returns of their investments abroad, a typical trend of
the period, was shattered by the subsequent ruin of the same investors,
The domestic absorption of the surplus was no longer made through thg-con-
sumption of these small investors but by other means, related to the
structure of monopolistionoompetition_(selling cost, etc,) and the de~

nelopment of State monopoly.oapitalism (pubLio'expenditure, etc, ).

If capital exports began at ‘the end of the 19th century and not
before, it was not at all because capitalism was not, until then, '"ex-

pans1onlst". It was, but in difféerent forms, fulfilling other functions,
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It was because capltal exports _became possible only when the'ccncentra-
tlon of capital brought about 2 separation between the function of "en-
trepreneurs" (which could henceforth be fulfilled by paid agerits) and-
that of capitalists, these two functions being, until then, combined,
Therefore Lenin was right in establishing the link between the 2ppearance
of monopolies and the export of capital, Before the emergence:cf 1.0no—
polies, capital could not emigrate without the capitalist himSulf_amigrac—
;ing since in the system of family enterprises of the time, thesec funcﬁicns

were cunmulative,

We must also aveid cenfusing imperialism with colonialism, The
latter preceded the former by a long period and fulfilled far tcc many
“functions in history to constitute a significant homogenecus category. -
Dﬁring the imperialist era itself, the colonial conquest resulted from
the competition between naticnal imperialist countries, partiecularly in
Africa but this was in no way necessary as shown by the contlnued 1nde-

pendence of Latin Amerlca China and the Ottoman Empire,

The result of imperialism, i.e., of the international emigratiom
of monopoly capital, was uneQual exchange,one of .the conditions of whichy

as we have seen, was precisely the international mobility of capital.

Until then, during the pericd 1800 - 1880, goods tended to cir—
culate more and more freely and gradually acqulred their 1ntern lCﬂul N
character, but capital movement was-seriously hindered pecause of its d;s—
persal, This firs* limitation of the world capitalist system, whichuwae‘
not yet complete as such, was accompanied in history by low Europcan wages,
We can therefore hardly speak of unequal exchange, as we have emphasized.
However, the pcrlphery already ex1sted ‘and fulfllled certaln definite
functions: expand the 1ndustr1a1 base of Brltaln or ralse the profit rate
by lowering the value of labour power (oorn 1mport from America which did
not pay land rent) or that of the componcnts of constuntvcapltalA(lmport
of raw materials in which the ccﬁntries of the periphery specialized).
International trade did not at any time fulfill a decisive rdle.in abscrp-

tion since this trade was balanced without.any iarge capital movements,:
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We can certainly speak of expansionism by Britain in the 19th century,
but not of imperialism, in the same way as we cdn speak of expansionisn

of mercantilism which fulfilled other fymetions,

An example of the mistakes which accompany the confusicn between
the expansionism of. capitalism. and imperialism is shown in the remark
) made by Palloix on Britain's exﬁorts. According to him, since the sys-
tem of competition leads to a fall‘in_prOfit rate, the fuhction'of foreign
trade was to raise it, Hence, he describes the "industrialization pattern
of Britain as imperialist in so far as the removal of domestic censtraint
was achieved by a reorientation of exports, throughout the 18th century,

71/

towards the dominated territories", We must replace the term "imperia~
list" by "expansionist". We must also note that the trend of the profit
rate is independent of whether the production system is competitive or
monopolist. Thus we find a great deal of ambiguity in Palloix's remark
_that because in the monopoly mode, there is no falling profit rate, the
Third World only plays the part of a saféty valve to which all non-profit—
able activities are directed and that, since the absorption of the sur-
plus is organized internally, the Third World loses its function and tends
"to become "mgrglnallzed" Before Palloix, Oliver Cox,lg/ also confusing
imperialism with expan51onlsm hastily concluded that capital Wwas of an
1nternatlonal nature . right fromthe start - during the mercantilist
perlod In our view, capital became really 1nternat10nal only from the

time when, uhanks to.the monopolies, it acquired a moblllty unknown until

then.

Of course the'imperialist era which is still.continuing should be
sub-divided so that we can avoid too—-wide generalizations based on me-
chanistic theoriés.of tﬁe_félling profit rate or of absorption. A firsf
phase of imperialism ﬁ%ich could be termed "classical" stretches from 1830
to the first world war ahd perhéps to the 1930s, This phase opened with
a structural crisis ét_the oentfe, a-crigis which was overcome by the -
appearance éf monopclies and capital exports, At the same time, the

“period of réiative stagnation of reql wages at the - eentre ended while d'

period of relatively high wage increase began,
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“ Capital exports to the periphery lead to the development of pri-
mary export sectors, The periphery retained the characteristic of the
predominance of organization modes of precapitalist origin, though
henceforth integrated into the world system through commodity exchange . -
“with the capitalist world, the bulk of the capital being foreign and
“limited to the export sectors. Unequal exchange began., It helped to
‘raise the average profit rate of capital, At the periphery, primery ex=
ports constituted almost the scle engine of growth, with imports -cover—
ing manufactured consumer -goods, The refusal to industrialize was ac~
‘companied by a division of the local bourgeoisie into a compradore s¢c-—
" tion whose future was linked with foreign domination, and a natichnal sec—
tion which came into conflict with imperialism, This first phase of
imperialism was characterized by very high growth rates of both the pro-

duct at the centre and world trade.

This first phase underwent a period of structural crisis from the
first world war to the end of the second world war, marked by .the slump
of the 1930s and the stagnation of capitalism., During the thirties, the
industrialization process through import substitution began at the peri-
phery, particularly in some oéuntries of Latin America, It gathered
speed and spread to other areas after the second world war, in the course

of the last 25 years,

This second phase of the imperialist system was marked at the cen—
tre by large-scale state intervention and the_qew forms of absorption of
the surplus which we have analyzed., At the periphery, the main engine
of growth shifted from exports to import substitution industries. And
this is how the complete peripheral capitalist mode was achieved. The
reproduction of class domination conditions here required a policy dif-
ferent from the one followed by the bourgeoisie of the centres:. in order
to. maintain "low" wages despite advanced technology which can henceforth
be imported,. proletarization must be slowed down and precapitalist pro-
duction modes exploited. - The unequal exchange which continues outside

is accompanied by an internal unequal exchange of a similar nature, ®n
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the political level, whereas the development of capitalism at the centre
was accompanied by the progress cf bourgeois democracy, here oh the con-
trary, this prospect was excluded right from the start. At the same

time, the foreign trade structure of the periphery was changing: exports
remained of the same type mainly primary, but the impert of caenital squip—
ment (due to the import of modern technology) and the import of food pro-
ducts due to tﬁé_distortions peculiar to the periﬁheral meode in the allo-
cation of resources, particularly at the expense of agriculture, which
:Were necessary for the reproduction of the system of low wéges) was sub~-
stituted for the import of manufactured consumer goods, The forms of de-
“pendency were themselves changing: there was a tendency for direct domina-
tion by foreign capital, particularly during the latter part of the period,
to be replaced by indirect domination through the adoption of the con-
”sﬁmption patterns of the developing countries and through technological
domination., One can therefore understand Emmanuel's pertincnt remark
concerning the decrease in the relative volume of central capital at the
periphery, a remark which complements that of Cardoso on the "marginali-
zation" of the Third World and ours on the‘increasing inequality in

development, -

The theorefical problem of absorption of the surplus is no greater
in this stage than in the preceding one, But the new‘foims of absorption
at the centre heighten the inequality in development; At the same time,
ﬁhe distortions characteristic of the peripheral mode create.a problem
of absorption which is solved by the eprrt of capital to fhe centre and
by increasing the proportion of the Sufﬁlus‘value spent on luxury goods. .
The importing of technology and the protectionist policies with respect
to small local import-substituting mdnopolies permit this form of consump- -
tion of surplus value, This in turn encourages the adopticn of "European!
consuﬁption patterns and enables the system to be reproduced as 2 depen=
dent system, The bourgeoisie as a whole stops being national: it cannot
fulfil the historical function of primitive accumulation, i{e., radically

destroy the precapitalist modes, ”save“ the surplus value, etc, It has

e
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to be reactionary ("protect!" the precapitalist modes in order to
~dominate them), wasteful (consume .the surplus value) and dependent.
We can therefore understand that "dependency" is.not "imposed" but

“necessary to generate the surplus.

In this framework, we see that an internal market iSFférmed;
However, this market bears certain characteristics which distinguish
it from thdi;éf the centre. It is principally a market for procducts:
both from industry and submissive precapitalist agricuture, but it is
really neither a labour market since proletarization is limited, nor
a capital market, which remains largaly foreign {multinationzl cor-

. porations) and state controlled (since domestic private capital, being
spread too thinly cannot reach modern technology). It is in this
sense that the:peripheral mode remains specific and that Frank's

Cintuition in'speaking of "development of under—development'" can be

upheid¢

This periodization which we have suggested is very different from
that of Braun.l> He ascribes the exports of capital dufing%théaw4s
period 1880-1930 to the low wages at the centré (whereas iti.is :
precisely as from 1880 that wages really began to rise at the centre).
Thus Braun considers that the: phase of unequal exchange only began

after 1930, whereas we actually trace it back to 1880.

Is it possible that we are about to enter.a new third phase of
imperialism? And what are its characteristics likely to be? For -
the crisis which began with the seventies is a structural crisis of
vhich the monetarj aépec{ is dﬁiy'a syﬁptom; “In our analyéis of ’
the possible alternative solutionsffor the“system;:We Have stressed the
‘internal transformations at the centre of the system (thé évolution
of "mational" monopolies into multinational dofporatioﬁs, the |
“émergence of cartéls, tébhnologiéalﬁféVdiution marked by:automaticﬁ;
electronics, fhe atom and space éxplérationj moving from there to
the new form of unéqual iﬂtéfnéfioﬁdl divisidn of labour which could
be a feature of this third phase. The peripheral bourgdoidie itEelf
hopes to speed up this evolution begun by the establishment of runaway

industries in East Asia and Mexico, in the context of which, it would
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take advantage of low wages to export manufactured products to the cen-—
tre., This type of specialization would undoubtedly reproduce the dis-
tortions peculiar to the peripheral mode, a conditicon for a continued
differential in wages, and at the same time reproduce unequal develcp—

ment, An apparently paradoxical structure of world trade would develop:

the under-developed countries would become exporters of industrial pro—..

ducts and importers of food products. Giovanni Arrighi and André Frank
have also tried to describe these p0531ble alternative 74- In this con-
nectlon,vFrank recently stressed the phenomena of unequal development
within the periphery, the theoryiof which was first put forward by Mauro
Marini. The development of "sub-imperialisms" in Brazil, Mexicb, India
and perhaps a few other countries falls within this category: The r8le
which the USSR could play in this new division of labour, with a view to
greater integration into the world system, would be somewhat similar to
that of other sub-imperialisms which import advanced technclogy from: the

centre while exporting towards the periphery, the more common products.

CONCLUSIONS:. o

Vulgar and dogmatic Marxism has reduced the social dialectic to
-the o0ld unilateral causality of natural sciences, The specific quality

of social science which makes social man both object and subject is lost

and with it, social dialectic., In this respect, vulgaer Marxism approaches

very closely the whole of bourgeois thought which never went beyond uni-

lateral causality,

 Abandoning the dialectic has meant losing sight of the inner
meaning of commodity alienation whereby mqn'sAconsqiqusness beccmes a
~false consciousness, causing the "laws of society" to appear on the im-
mediate plane of phenomena, as external to the society.itéeif as im-
posing themselves. on it, We do not seem to have understood t i@ meaning
of the first chapters of Capital: commodity and value, these most abe
stract concepts which form the culmination of Marx's dlscovery nd hence

by a necessary reversal, the startlng—p01nt of hlS expose huve been re-

leggted to the-level of theucommon—place. As a result, the psnudewproblem

{

f

3"
i
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of "transformation" of values into prices has been raised in terms of
"economic theory“ while no affempf is made to understand the true import
of this problem which lies at the globél level of the alienation of
society. For this reascn, thé»debate is closed as far as we are con-
cerned, In the course of the discussion on international tfade,Athe
same "economistic" interpretatiCn of the prdbiem of value appedred: this
is shoﬁn in the étrong bias towérds the specificify of goods, This
prevents an understanding of both how and why the unity of world system
is a reality: precisely because this unity is situated at thé level of
the universality of commodity alienation and is manifested in the uni-

versality of the reduction of labour power to the status of commodity,

The world vision based on unilateral Qausality'is'reséonsible
for theignivefsity's inextrioablé compartmentalizations, the creation
of félsevsciencés“qu every "discipline", _Vulgar}Mafxism has done the
same thing., And yet Marx had pointed out that oaéitdl ﬁas a critique
of political economy, By that, he meant the debunking of "economics",
this false, compartmented science.and the discovery of the common basis
on yhich the whole social fabric rests, This critigue has been taken
to be a "universiﬁy economics'" critique of an economic theory. While

“Phe_brifiqug_gﬁfgm;;ﬁiqgl'eponqmy;cuiminated.inihistorical materialism,
igﬁdplé_h;ye continugq;to praqtise egonomistic econcmics and to . reduce:
historical materialism to a pseudo science of history, as in the univer-

sities.,

Economiétio Ma;xist economics has led to dealing with. the. trends
‘df the system in mechanistic, unilateral terms, This is shown in the
'debate on_thé sﬁatus of the value of labour power, and the debate on the
;aw'of profit rate and the tendency of the surplus, eto... These are false
debates which come to an end .once they.are placed in their proper con-

text: defined not by economics but by historical materialism,
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The truncated historical materialism for its part has become
"a science of historyﬁ, a history which is necessarily mechanistic and
linear, The‘dialecticé betwéen productive forces and producticn rela—
tioné, base and superstructure, production modes and social formations
and_cabitalist social formaticns and system of capitalist formaficns,
have been repiaced by systems of linear causality where productive
forces determine.produdtion relations which in turn detcrminé the suner—

structure,

The theoretical and practical consequences of this return to
linear cauSality are ver§ serious indeed, Socialism was to be born in
linear terms in the most developed capitalist countries when the level
of productive forces had reached peaks which they cculd not surpass
without the transformation of the production relations, The ”ph;losophy"

of the '"general crisis" derives from this set of distortions,

This meant at one and the same time failing to understand the
dialectic unity of the world system reducing the inequalities of de-—
velopment to "timeé-lags" (as Rostow has done) and reducing socialism
to capitalism without capitalists., For in this linear perspeétive; the
"progress of productive forces comes firwmt and is*autoﬁrmmus;»scienoevaad fMLQQ
techunique aruihehiral. -We_forgbtrthhtythey are. thémselves adppddubt of '
 society, ’ |

In this alienated line of thought, socialism simply becomes ca-—
pitalism without capitalists: it involves producing the same goods, in
the same way to satisfy the same "needs", The new production relations,
adjusted to the high level of productive forces are reduced to their
legal form: the abolition of the private cwnership of the méans of pro-
duction, Thsse new relations "free" the productive forces in so far as
they speed up'"progresé"-élohg;the lines déveloped By capitalism.: Once
again, this vision is linear, At the same time, the true former pro-
duction relaticns are retained’along with their veried forms (the dicho-

tomy between the work of policy-making and execution, between town and

country, etc.).
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Since the cultural revolution, this has become quite clear, In
his latest work,lj/Bettelheim has forcefully shown that socialism ques-—
tioned everything simultaneously: what to produce and how to .produce it,

It is no 1ongerhamﬁyﬁéticnwéf~”catohiﬁg"ﬁp" and later to "overtazKe's we

"é&n no longer speak of socialist-accumilation., ~ It does not make senss

sineé accumulation necessarily gives rise to capitalist alienction, In

order to catch up on the development of the productive forces, we must
do something entirely different. Neither the Stalinists nor the Trots—
kyists hid séen that: they were discussing the forms - the tactics — of

"socialist accumulation',

So today, the question has come to a head, This is why Chou En
Lai was able, at the 10th Congress of the Chinese Communist Party, to
formulate it in three lines: "“the principal contradiction is that which

opposes the proletariat tc the bourgeoisie and not that between the ad-

. vanced socialist system and the backward forces of social production",

For the,bourgeoisiéadannct be got rid of once and for all., It reappears
continually so long as the new production reclations are not fully es~
tablished and the dichotomy between intellectual work and manual labour

removed, etc,

Another aspect of the same.problem”is the impossibility of ﬁndér—
stending the unity of the world éystem, as was revealed in the explané~
tion on=internationa1:frade, if has been possible té-exchange confrover—
sial arguments which were éémetimes'cogent and-jhét, énd remind those who

were apt to forget internaticnal inequalities of Marx's sentences

"If the free traders‘éénhot'understand how‘one country can get
rich at the exypcnse of another, we Shculd‘ndt_be surprised since they
themselves are also not prepared to understand how, within a single coun-

try, one class can get rich at the expense of another class'",

However, we remained within the narrow framework of "internatical
ecencmic relations", As we have already said, Mao, like Rossana Rossin—

d¢a and Charles Bettelheim, has re—established Marx.
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ANNE

Real wages, rate or surplus value, development of the productive

forces and extended accumulation in the capitalist mode of production,

The following exposé takes the form of a "model" based cn that of

Book II of Capital,

A "model" is no more than an illusfration. Whether simple or so-—
phisticated, it rests on an unambiguaus and non-dialectic definition cf
"quantities"; it points out and formulates the relationships between them
and deduces the '"consequences'" through mathematical treatment of these
relationships, These are already included in the inital assumptions:
choice and definition of the quantities and relationships. A '"model" is
therefore always weak because it cannot be dialectic, It is only of didac-
tic interest: to make clearly explicit what is implicit in a'unilateral

view,

 Economics can be expressed in equations while historical materia-—
lism cannot, Why? simply because economics artificially separates one
aspect from other aspects of the single social reality, makes of it a
special field and therefore a false science, Thus the importance of the
model is reduced and we must be aware of its two basic limitations, The
f;rst is that the main interest of the model lies in its '"peculiarities"
(the mathematical discussion of its conditions): they pimpoint the loca-
tion of the problems which cannot be solved by the linear method, The
second is that the model, abstract in its formal presentation, is no more
than the abstract of a concrete matter, i.e., of a reality which can be
located in time and épadé. One does not construct an illustrative medel
ofwa;phenomenqn'cOVering‘thé entire history of mankind from Adam.and Eve
to our day.u“Oné constructs a model fof.a particulér situation, i.e., in
our case, of a procduction mode, Therefore the model starts from a speci-
fic point in time, This point is not "freely" artifically chosen by the
author if he wants to be-g social scientist rather than a mathematician,

On the contrary, he must be aware of the "prehistory" of his "model", that
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is, of the concrete historical formation of the situation he starts

with a_prqblem which derives from historical materialism,
We shall take note of thése points in ourqexposé belows

14 Parameters of the system:

We shall give a broad analysis of the systemfiinkiﬁg real wages
(and surplus value rates) with the development rates of the productive
forces, | '

Bach Department (I for production of means of production E and
II for production of consumer goods C) is defined,. for each phasé, by an

equaticn in value terms, as followst -

Phase 1 ——
Department I.: 1e+ah = pe (1)
Depar‘cment II ¢+ 1e+bh = qgc (2) ..

Phase 2. ol . 5
Department I ¢+ 1e+ aAh = e (4$jﬁ’

o Departmen$"IIJ4: lTe+bph= qc (2)

Phase 3
Department I : 1 e + aa % . pe. (1)
Department IT : .1 e +'a "Zh = A0 (2)

CetCi e

- The first term of each equatlon stands .-for the’ value of | Cbnbtunt
oapltal consumed in the productive process, reduced to a thSICul unit
of equipment E, estimated at the unit value e(ey £ ey f e3, eto.). The
second term represents the physical quantity a, b, aa, b", etc, of total
direct labour (necessary labour and surplus labour) employed by one unity
of E in each Department and for each phase. The parameter h measurecs
the value product of one hour of labour (not to be confused with hourly

wage). The physical product of each Department, p and q respectively, is

estimated at its unit value e and o (similarly cq £ cp £ o5, etc.)
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The system comprises 3 pairs of parameters (a, b, P, q,) and r')
and 2 unknowns (e and c¢) for each pair of equations which describe one
phase, Parameters a and b measure the physical labour intensity in the
productive processes (their reciprocals are related to the organic com~
posi‘tions), parameters p and q represent the physical _prdduct of the pro-
ductive processes using one unit of equlpment E in each Department, para—
meters? and rrepresent the rates of technical progress in each Depart-
ment Obv1ouslya and r"are less than 1 since technical progress enables
us to obtain, with less direct labour, a higher physical product per

unit of equipment,

2a ' Determination of unit .prioes e and ¢

“If we assume h = 1, the equations supply the pairs e and c :

e1= a i 01 = a+b(P—1)
p=1" ", | o alp=-1)
ep = aa | e =la8+br"(p-1)
p-1 e a (p=1)
ey = aaz N b '03‘='a?2 +‘b-"2 (pi'_J
=1 3% SR - aflp=1)"
etCisein™

As equatio%ns; (1) show that we produce the capital equipment from
capital equipment: and direct labour, the unit prices of e fall from one
phase tc¢ th'e'ne'x»t-at the rate of growth of productivity in Department I.
On the other hand, consumer goods being produced from capital equipment
and direct labour, the unit prices ¢ fall at a rate whlch is a ckmblna—
ticn .of gandl"



IDEP/ET/R/2558 .
Page T1,

~3. Equations of the extended rgﬁroduction:

‘ If the capital equipment E is distributed between Departments I
and IT in the ratios n, and 1 - n,, for phase 1, n, and 1 = n, for the

next phase, ‘the équations for the production in value terms are as

follows:= o . W
Phese 1 D I n1 oy + an, = pn1 e1‘
D II (1—n1) e1+‘b(1—n1)-_— (1 =n,) e
Phase 2 B :
2D I n, e+ aan b ?eé-“' |
D II (1';n2)e +hr(1-n2) q(1-—n2)c
Phase 3

— 2 :
. I 'y e3 + aB ny = pn3 e3A

DII (1 - n3) ey + br/2 (1 - n3) = q (1~ n3) oy

Each term of each pair of equatlons carries the same quantita-

tive coefficient E

3 ozt w ER

2, E e‘tc.L ﬁij:; F g g ronma

Let the hourly money wage (or salary) be represented by s
(31, Spy 83 etc,..). Obviously s-

;){5\

the surplus value whose rate t-= 1 asW;'Vﬁ; -

n

The dynamlc equlllbrlum of the extended reproductlbn reculreo
"' ol " ¢
that 2 conditions be fulfilled; - e

1 = that the wages distributed for each phase (in both Depart—
ments) enable the entire output of consumeﬁ:goods'produogd_dur;ngvthat

phase to be bought, I
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2 = that the surplus value generated during one phzse (in both
Departments) makes it pbssible‘to'purchase the entire output of Depért-

ment I during that phase at the qquilibrium price of the next phase,
a) equations of supply/demand of consumer goods:
5, an, + b (1 - n1)} =q (1 - n1) c,
5, Eﬁ ny + B(1 ~ nz);l = (1-1,) o,
) P ) etc.oo'.n

b) equations of dynamic supply and demand of equipmenfs:

(1 -s) E"fH + 3 (1~ n1)] = Py ey
(1 -.32)[aa_n2 * b{'(1 n n2)]. = mny ey
€tCesvns

We can check that the systeém is actually expressed in values
and not in production prlCeS 51nne the rates of surplus value are iden—

tical in both Departments.

We derive 2 series

= (1 = 2, b - 1)]-
* &%Ian;%?u-m)
82=(4—m) [2d + b p(p =i 1)
(p=-1) [2Q dn, + Inrr(1 - n, tl
Ot Ceinionnan:
and1-s1= J!L] aa .
(p=1) [an1+b(1—n1)]
1 - 8, = ";gnnv aEﬁQ

(p - 1)QEaa n, + br'(‘l - nZ)J
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4, Determination of money wages andfthe.interasectOrial
; “distribution of the productive forces

The two pairs of unknowns s and n are determined by each pair of
equations: by summaticn of s and 1 - s, we obtain n which, taken in the

equation determining s, gives-us s,

ey

We haves

ng = _1 s, = i D -DNEes -]
0 (1-8) G- 1) Jo v [ €020 1]

Ty o ] s p }:(1—5) - 1] Laa + bP(p %9y
p (1 .—a) ° (p_j){aa+ v e (1 -4 )-ﬂz

eteliees

We therefore obtain s in terms of thé parametefs; Wé note that
the distribution of productive forces must remain conStant from one

phase to the next,

Discussion of the parametegs,: ;

1 -~ Condition = <Q requires ?}

1
B e
L

=@

.as J‘al‘soa‘,l_ 0 .nd P,l T 'n7‘o-. &
2 - Condition o{s{l e i
a) condition s <1

It requires the numerator of the SA(than the denominator of the

s which, after simplification, is expressed:

for Sy by - paa.<1

for s, by - paa - <\1
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These condltlons .are-. arlways fulfllled., the _p'u'ameters belng all

pos1t1ve.
b) Condition s>' o

the condition 1) 1 °  rmeans that :

-
- s

o+ (p_- —-3) N o PN

(1 —a)—-1>

and a + b. [_p (1 -a) .._1]> _._.. ;

Slnce each: component of the numerator and of the denominator of

e i e

s is positive, s itself is also positive,

»

Similar?.y, we have
p (1=8) < 1)
ae+ bi"(P"'”) _ s
aa+ b VE) (1 —8) - ﬂ> .
Hence 52> 0 '

We therefore have only one limiting condition 4slfollows:

Pl
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#

Rate of surplus value and orgamo oommsitions
‘I'he ratio of money wages is defined 'by 3
e vp-1lfa v o (-0 -

,ﬂ, and 1 .-.Beélaen' +b ('1%--n) j
2+ (2= 1)] 4a'a+_ vy (1 -e) N

1= a.-adn+ 'br(1-n)

‘As regards the organio compositions in valuebq a.nd 3/2, they aro
ifined as followss

‘ = Im, b £ 1= n,,)]_mt vith e, &, and n,, known |
f ["‘1 +3 (1 =n)] s, ¥ ' | "
B S R P -
[an2+br(1"°2)]2 with 32 gandpé, known,

Biﬂpli‘fyinc, Wwe have 'y - i

¢

- 8P ‘(.1‘_.._3) | “ aaan;. Calp (1 -3) .
OB -AEE ) [_ﬂv?a) ﬂ’faawrrp-ﬂ]

"]__ ¥ :".  F, WEY » (p=1)3
8‘ . adls br(p -1)

ice,

ist cases a)r(mprovemnt in m'oductivity is faster in De ,,art-

I1)s. We can check that the organic composition rises (3"2}5’ )
80 é,ooa the rate of mplus “valus (n <s1)

T

an ouota(r ] produotivity rises more rapidly in Dapartment I)
} orga.nio composition end the rate of qurplus valua fa.n., ST

b

! Henoce, since organio oomponition ahd-awblﬁs value' fate must vary
time for Qynanio equilibrium %o be aohievod, we can sttampt to flnd
t uhat huppana to the profit rate. Pos _ .




IIEP/ET/R/2558  ~—--s.. I — IO
Page 76 Pt T

S e S M S
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If it is defined 1n value terms by relating the surplus value

to the amount of equlpmcnt utlllzed that is:

Ar‘1 = (1 -8 ) an1 + i (1 -.n ):l L 5

,-;n{'éi % [1 = n ) e,

and']""2 (1-s ‘:an +bt-'(1-n)]

ny ey + (1 -mny ) e,

we have, by replacing ©i9 oy s% and’"‘s2 by their vaIues»inwterms“of'the

parameters, .

"

32_. = anv+ b (1 - n) aan + b"(1 & n)= ;
K alln+op(l-n)x an+d(1-0)

3
-

The conclusion is that, as a trend, the ‘profit THte" I dynamic
equilibrium is independent of the reletive improvements in productivity
in each of the 2 Departmehts, sinoe,ﬁ?he'change in the surpiﬁs value .
rate required for supply. and deand to be in dynamlo equlllbrlum must’
compensate for that of organic ccmpositlun which 1s precisely daterm ned

by the ratio of productivity 1mprovementsa and rr

.’ Real hourly wages ) ‘

!
’ and.s1 = 8

g%, 2 2

: _ :
We define them as 8y =8

°
Q
no

After simplifying, we have :

- a+blp (1-0)- 1]
el e (1-) - 1]

'

2
1

1

R g ' X ey @
sincea and?“are positive and less than 1 we: can check that s2 s1, that

is, real hourly wage must rise in all cases as soon as technical pro-

gress is achieved in I, II or both.



IDEP/ET/R/255¢&
Page T7.

T+ Growth of producticn and labour power:

The growth of production (at constant prices) in Department I

is defined as :

o 1'-9”‘"“ S '“_w |

That of labour power is : o 1

o= aan.+ b[“(l— n) .P.T.l"‘
—; “an + b (1 = n)

= )
no

or, if we replace n by its value:

L] £

TZ“ = aa 4 bl.; LP (1 - a l— 1 LY BT st i o

T1 {*> E}) a+b [p (1 -?q) - :L;

5

As for the growth in net product (productidn of equipment over
and above, replacement needs plus: consumer goods production) at constant

~rices (prices during phase 1), it is given as follows:

P2

PL. 4

]

B 2

(B, - E; ) ey + Cy +
' Il

(E1 - E1) e, + C, o

« N

where E?Jand E1‘repreSEnt capital equipment production during phases
1 Lo : : ,
2 and 4,.&nd 'Eé'and E1, the capital equipment rerlacement neced (cb—

1
viously E, = Ei). Furthermore, as we have

- E =E

Brlcliat
1 1 B : Sty §
B¢ B, B, 1=( \ B
¢, = Eya (1 -q) )
a8 (o
C, =B, q (1 = n)

K R 5 S
as well és e,, ¢, and n, we find
1’ 1 , F a0

5 - 1 identical to E2

y
Proq 20 E,
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The growth of the:net. product is.governed by the

productivity achieved in Department I,

Labour power grows only if:

-y [p -Gy 1] =

2 > G =8

8. Numerical Examples

24 -

1

improvement in

The Table below gives the stlutiom of tbe~dyﬁamic equilibrium pro=~

blem with different values for the parametersi

Case

o'

Parameters {a

— e W

|
Prices {e
o

Progortion n

T

Nages

Neminal (money)s1“

Ho
Proportion sz/s1
Real g!
1 !
s

2

Ratio s'z/s1

o W e

wp = N ppe DR

—_

e

no
B
W

v

o=

NI ) ERE

(=0 A

— »
o W

wje W

R~ N

2/3

5/8
5/8

5/6
5/4

P T O\\H‘M“ w

—

9/16
5/6

11/24

25/96
4/5

11/56
11/14

3/16 -

24/56
108/7

v
VU

4 5
4 4
-4 !
5 3
6 - 6
ey b 5
2 =
3/4 1
1 53
% 'ﬁﬁ“'
1 i T
4 P
5/6 » 1
/12 5/6
5/12 .. 3/4
g/5 2/3
Yo T %
21/26 « 5/8

14/13 ;'5{4
9/10 z
18/13  3/4
28/13 3/2

Cem

0,22
0.63
.63
1.25
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1 2 3 4 5 6
Organic com— "

position ¥1 9 3/5 1 1/3 1 1/10
gz 1 3/5 15/11  5/21 3/5 0,18
32/ ¥ 1 1 15/11 15/21  3/5  1.84

Growth EQ/E1 2 2 4 2 2 20
T,/ T 1 1 14/5 13/10  4/3 16

Case 1

equal organic compositions, equal improvement in productivity

in the 2 Depertments,

Case 2 ¢ wunequal organic compositions, equal improvement in productivity

in the 2 Departments,

Case 3 : equal crganic compositions, unequal improvement in productivity
N,
(herea) {" B

Case 4 : the reverse agsumption tc the preceding case ( éql<;r“ )

Case 5 : 1limiting case of 4 -~ improvement in productivity is confined
to Department I. (a " -é- while !‘-’z 1)
Case £ : case 3 tending to be limiting, improvement in productivity

being confined to Department II (}J= %ﬁ whilea — 1)

The first three cases are those dealt with in the main text.

We note s

1 = that in all cases, the real hourly wage rate must rise
! ! -
( 52/S1> 1)
2 — that the surplus value rates and the organic compositions
do not change from one phase to the next if improvement in productivity

is the same in the 2 Departments,
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3 ~ that the results of 3 and 4 with respect to the surplus

value rates and the organic ccmpositions are the reverse of one another,

4 =~ that the results of 9 are similar tc those of 4 of which it
is only a limiting case with respect to the evolution of the surplus

value rate and the orgenic compositions,

5 - that, on the other hand, case 3 cannot be taken to the ex-
treme limit (a:= 1) since the problem only allows a solution if
VL 1 (ana €> 1 )o In case 6, we only approach it (E% = 0,95),
T3
When %‘tends to 1 Qi-—«~—91), p on the other hand must tend
towards oy, Quentities n, s and ¢ remain-finite, We note that

a - nh which is always ;)1. The rates of growth E2 and T

st2 2
s a -~ b s a——

1 E, T,
tond towards infinity.

6 -~ that the necessary lebour force increases in all the cases
examined here, If on the other hand; we had ohosené‘:: 3/4, r== 1/8,
a =1, h=20and p =5, we wouldlhave had a contradiction as regards
the labour force (T,/F, = 11/12).

Final Remarks : the limitations of the model

O
»

This model has no more merit than any other model,

Its first limitetion is that the first two equations which des-
cribe the initial situation in year o already define a real wage level
for phase 1,technologies for each Department and an allocation of re-
sources (a distribution of carital equipment and labour power between
the two Departments). These three ezogenous “data" are interdependent,
We can start with o different situation, another real wage level and a
different corrcsponding "resource' allocaticn, A mechanistic philosophy
which equates sccial science with natural science would raise the ques—

tion of which is the "independent variable" among wage, technologies and

"
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resour;é allocation, The questien raises-a false problem sinCe'thé
starting point derives from actual history, i.e., the situation as it
was shaped by the previous class struggle. The model simply shows ‘us
that, sterting with this situation, accumulation in a capitalist mcde
requires real wages to grow. If the model illustrates the hié%ory of
contral capitalism in England, the starting point would be the year _
1850 wheﬁ.the mcdel already represents the essence of what hés hecome
English society which can justifiably be termed a capitalist mode, This
initial situaiion is the result of a pfevious historical-pcriod, 166wy
the transition from the feudal to the capitalist mode. The model. does
not apply to this other pericd since the nature of the sys! tem. is dif-
ferent, We: cannot eliminate: historical materialism to replace it by

economics,

D

'The second limitation stems directly from the first, Economios.—
hence fhé functioning of the capitelist mode.~ can be put'into equafionﬁ
forms, Eistorical materialism - hence the history of a social forma-
tion,ﬁﬁhether'central or peripheral capitalist, in transition or not -
cannot be put into equation forms. Among others the transition to ca~ N
pitalism bofh”af the centre and at the periphery cannot be so tréated -
and each of these transitions is spécific = characterized by its own
class alliances, and entails different situations as startlng p01nts.
Furthermore, the peripheral formations have such a specific ncturci
that this model cannot. be applied to them. The limifation can thereﬁ“f”""”m'"
fore be éxpressed as follows: the model unilaterally'givés tbe"meaning
of the obJectlvef%mmws in the capitalist modes it does not solve the '.
question, which must be placed within the comtext of historical muterla-
lism (of the analysis of concrete social formatlons) because it . can-

not even raise this dlalectlcal questlon.

The result is that the model meets some definite barriers, A
striking example lies in the discussion of its conditions. In fhe hy-
pothetical case wherezq = 1, i.@., where “the technology is Department I,

is stagnant, p becomes infinite, i.e, equilibrium from one phase to the
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next becomes impossible unless one regards each phase as having an in-
finite duration, which is meaningless., Therefore technology is not
neutral and dynamic equilibrium.requires- it to improve in fbe‘contexr

of capitalism, . Furthermore, in the same way as the system is gq&erned
by the rule of profit maximization, technological research - and hancé
its results - will be oriented in a certain way so thatE’and;r‘will be
such that the main result of the dynamic equlllbrlum for the bourgeoisie

(the rate of proflt) is "acceptable",

Built in order to illustrate unilaterally one aspect of the pro-
blem, :this model is necessary a simple one, Firstly it is discontinuéus;
equilibrium” 1s achleved from one phase to the next by a sudden change
in ratios and relative prices, whereas in reality, the -ad justment is con—~
tinuous. Secondly, we assumed that the surplus value was accumulated
in toto., This assumption excludes from the model the necessary condi-
tion for the reprgduction of the bourgeoisie, which is obviousiy absurd,
Howeuer:this absurdity does not hinder the demonstrafioﬁ of the uni- i
lateral aspect of the question concerned. Hére;'a digression méy be use-
ful to throw light on some aspects of the problem: reduced in this way
does our model describe a "pure" capitalism without capltallsts,th t
for examrle of an abstract state? The answer is no since that capltu—
lism u;uld have the characteristic-that:capital woull not be both so-
cial and individual (fragmented) but only social, "It is a new mode of
productién and for this reason, we have described the Soviet mode as
sui generis.lg/ The dqminant_state class just certainly consume a pro?or—
tion of fhe surplus value to reproduce itself, But with the disappea-
rance of capltal circulation, the law which determines tﬁié'nroportlon

is dlfferent from that which characterizesthe capitalist mode.

Thé assumptions also give us a high growth rate : the G.D.P,

doubles from one phase to the next (in cases 1, 2, 4, 5) thanks to the

"saving" of a high proportion of the product (between 25% and 50% accord-

ing to the case).~ We could have come closer to realistic assumpfions

by considering the proportion of the surplus value consumed to be éth

)
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that the "saving rate" would be about 20% of the G.D.P., by considering
a different "rescurce" allocation betwégﬁw%ﬂgwi%éwﬁépartmentsy and cde—

quate rates of improvement bf.produqtivity'(?\andr/), in order. to obtain
for example, a doubling of the GDP from one phase to the next, each

phase lasting about 10 yearél(or aﬁ anhual fate of growth of'T%); this .
period corresponding to the period of'gestatidn'of ihﬁestment*decisiﬁns}
obsolescence of equipment and formerly, that of the economic cycle, [Tlhe:

model would have been "realistic' but in no way more illuminazting,

»
e
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Samir Amin, le Développement inégal, Ed. Minuit, 1973..

A, Emmanuel, L'échange inégal, Maépéro, 1969,

A.>Emmanuel, op. cit, introduction, .

Samir Amin, L'accumulation & 1'échelle mondiale, Anthropos, 1970,
pp 173 et suivy Le développement inégal, Minuit, 1973, pp 171 et
suiv, "’

Such, fcr example, is the mechanistic linear view of Trotskyism
according to which the socialist revolution must first originate
from the developed capitalist countries, According to Trotsky,
the degeneration of the Russian Revolution stemmed from the failure
of the German revolution, It does not occur to the Trotskyists
that the breakdown of the worker/peasant alliance beginning with
the collectivization of the 1930s (in the forms in which it was
carried out) was the root busis of the formation of the new class,
as pointed out by the Chinese,

Bettelheim, L'échange inégal, op,cité, Préface et Remarques
théoriques. Politique Aujourd'hui, N° 12, 1969, débat sur
1'impérialisme, rapports internationaux et rapports de classe,.
Palloix, l'impérialisme et 1'échange inégal, 1'Homme et la Sociéte
N° 12, 1969, citation, Palloix, art. cité p,.219.

N. Bukharin, "L'économie mondiale et l'impérialisme (1915),
Anthropos 1967. See our comments on this error of Bukharin in
"Le Développement Inégal' Minuit, 1973, p.125.

Bettelheim, Préface et Remarques op, cité.

The main purpose of our two last publications (L'accumulation &
1'échelle mondiale and Le Développement Inégal) was precisely to
try and understand the meaning of the domination of the capitalist
mcde over other production modes, and to draw the main conclusion
concerning the specificity of accumulation at the centre and at

the periphery, since cur first critique in 1957 (which was still
economistic) of "the economics of underdevelopment" we have arrived,
as from 1965, at what now seems to us a lucid understanding of

these fundamental questions,

Emmanuel, Echange inégal et développement inégal, Politique
Aujourd'hui, N° 12, 1969.
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See "Le Développement Inégal" Chap,II: the internal critique of
marginalism with which we started in 1957 has le¢d us, from the
beginning, to see this tautological feature which revezls the
ideological, non-scientific nature of university 'econonics,

Emmenuel, Politique Aujourd'hui, art ocité, p 79.

The movements of peoples throughout history, emigration to the
new world, the migrations of labdur within the centre, belong to
other sets of problems, The international migrations from the
periphery to the centre which-bégan with the groups of skilled
people (brain drain) have only just begun and are negligible in -
relation to the size of the labdur force still being expleited
inside the periphery itself, '

Palloix, H'et S N° 18, La question de 1l'échange inégal, une cri-
tique .de 1l'économie pollthue, Emmanuel, Politique Aujourd'hui,
art, cité p 78,

L'echange inégal; op cité, chap é section II.

Palloix, H et S, N° 18 art, cité p. 21 Bettelhelm, Pollthue
AuJourd'hul, art 01te, p.87. : . '

As we have already shown with respect to preoapltallst dlstunt
trade which brings autonomous production modes into. contact with
one another,

See note 6,

The social, global nature of cap1tal was espec1ally mlgbllgbtoa
with regard. to: itfc constquences conoernlng value and "transforma-
tion" in chap.VI of Capital (Marx - an'unpublished chaptsr of
capital, p,10-18, Paris, 1971). See Claudio Napoleoni, "Lezioni
sul capitolo sesto inédito di Marx,"op cité, ;

Rossana Rossanda and Charles Bettelheim (II Manifesto, Paris 1971,
pp 208 et seéq.) have rightly pointed out that it is this prole-
tarization, completed or nct, which has transformed the peasant
masses of the periphery into a reserve army for scocialism,

"Le Développement Inégal Chap.II. We give in it an internal
critique of general equlllbrlum and quantitativism by slcw1ng the:
necessary nature of this "formal" solution and hence, the 1deo—
logical", 'hon-scientific" nature of "economics", Once again, we
see that the critique of eccnomics was necessary to reach the
level of the underlying 'philosophy and epistemology, to abandon
economism in order to understand history (historical materialisa),
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22, Emmanuel, H et S N° 18‘ art. cité p 54.

234 Piero Sraffa, Productlon of oommodltles by means of commeditiecs
uumbrldge 1960,

24, Papers published in this publloatlon.

25. Palloix, H et S, art cité N° 18,

’ .

26,  Bettlheim, Remarques théoriques, op. cité,

27+ For the debate on "markets", see ¢
Lenin: Eccnomic Romanticismg on the question of markets, Rosa
Luxemburg: The accumulation of capital (complete bibliography of
the debate at the tlme) Tugan Baranowsky,"Les crises industrielles

en Angleterre" (First CGerman Edition, 1901) Our solution %o this
.debate which we regard as closed is given in "Le Développement
Inégal" pp 146 et seq. See further on the question of law of pro-
fit rate. ~ -

27« We believe w2 have established the réle of credit which had not
been seen until then. See "Le Développement inégal" Chap.II,

This is our answer to the "question of markets',

28, Tugan B&E&nﬁ%ﬁk&y..op.cit. Our criticism of the "“roundabout"
goes back to 1957. '

29, The question of the mobility of labour obviously falls intc this
context, It is essential and calls for an inclusion of "naticnal .
phenomena" (which derive from the politiral:aadcideologisal:
planes)’into the overall analysis which cannot remain at the level

.-of "the base (the economic ylane) -+ We .must therefore g0 beyond
economlcs into hlstorlcal materlallsm.

38. Joan Robinson, The rate ‘of “inferest and other essays (1951), 4n
Essay on Marxian Economios (1941)

31, . Le-developpement‘inegal, chap II;

32, E.,H. Chamberlin, The Theory of Monopolistic Competiticn, Beston:
1931, Joan Robinson, Imperfect Competition, London 1935, Buran .
and Sweezy, Monopoly capital, Maspero 1968

33. P, -Baran, The Political Economy of Growth Maspero 1964,

H, Magdoff, L'ége de l'impérialisme Maspero 1970

34,

Le développement’inégal9 Pp 24 etvsu1Va

-

'
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Orally and in private letters,

Bmmanuel, Politique Aujourd'hui, art., cité p 79.
Le développement inégal, pp 127 et suiv.
Emmanuel, Politique Aujourd’hui, art cité p 86,

This, indeed,is the real tendency of the system as can be seen
from the development of runaway indusitries (Le Déveloprement
Inégal, pp.157 et seq. ) For this discussion see Isaac Minian,
Costes comparatives e intercambio desigual et Comercio inter-
nacional e intercambio desigual, doc. roméotés, Santiago, 1972
cité plus loin.

L'échange inégal, op. cité, p. 30,

See "Le Développement Inégal" pp 139 et seqs; where we deal with
the question of double factorial terms of trade,

"Le Développement Inégal", p 117 et seq. Chapter VI. (unpublished)
of Capltal and Naﬁoleonl's work (op.01t ) support our orlglnal
thought. / ‘
This is why w¢ devoted whole chapters of "Le Développement Inégal"
to the hlstory of the transition which P,P.. Rey has dealt with
elsewhere, 1n empirical terms (oolonlallsme,neocolonlallsme et
transmlonauxaaqanﬁmbiﬂrr&,l@.&ymm )Evnd theoretlcal terms (Les
alliances q¢ classes, Maspéro, 1973)% - '

)
Le développement inégal, pp 257 eg Su?v.
"Le Développement Inégal", pp 113 ¥t Seq; where we deal with this
question at.the abstract level, using Ricardo's assumptions.
Saigal (article published in thls qul catlon) shows that cne of
the partners loses not only in tradirg eris but alspo in potential ~
growth.

%
N

Le développement inégal, pp 186 et suiy.

- Le developpement inégal, pp 308 et suiv (debat sur la "marginalité!).

Emmanuel : "L'échange inégal, pp 163 et seq.;

. Politique Aujourd'hui, art: 01te-

"Le colonialisme des "poor- whittes" et le mythe de 1l'impérialisme
d'investissements, H et S N° 22, ‘“Les salariés des pays développés
sont-ils plus exploités que ceux des pays sous—développés" and

"Les effets des variations des szlaires dans un systéme €conomigue
ouvert" - Two mimeographed documents, University of Grenoble, June

1969,

—
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49.

50.

51-

52.

93
54.

56-
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58-

59.
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61

Hence our conclusion that unequal exchange .only started as from
the end of the 19th century, in conjunction with monopolies and
imperialism, Le Développement Inégal, pp 139 et seq.

Le déveloprement inégal, pp 320”et'suiv;.
A -

Bettelheim, Politique Aujourd'hui, art cité,
P.P, Rey, Les alliances de classes, op cité,

Bettelheim, Le Monde 11-69 et Politique Aujourd'hui, art cité,

Y ¥ &
Ruy Mauro Marini: Dialectica de la dependencia, CESO, doc rcnéoté,
Santiago 1972, F.H. Cardoso., notes sur 1'état actuel des études
sur la dépendance, doc renéoté, IDEP, Dakar 1972,

On "transformation" see the complete bibliography in Napoleoni
(op.cit) or P, Sweezy's global study "The Theory of Capitalist
Development" N,York, 1942 which analyses the original contributions
by Bortkiewicz, Nathalie Moszkowska, Konrad Schmidt, étc, See

also the articles by J, Winternitz (E.J., Jan 1948) and F,Seton .
(R.E.S. June 1957). :

Emmanuel, H et S N° 18,

"o Dévelopﬁementflnégal":Qhap.II;.Sectiéhflqﬁhere we deal with
the questicon of relations\between planes in the various modes of
production, :

Claudio Napoleoni: "Le zioni sul capitolo sosto inedite di Marx,
Torino 1972, Lezionie 15-16-17, (our translaticn),

Oscar Braun, Comercio internacional e imperialisme, Sizlo XXI,
Buenos Aires, 1973} 'p 89, notre traduction, g

This is why we were able to understand that socialism was not
"capitalism without capitalists". To think that, in full socia-
lism one should indulge in "sconomic calculations" similar to
those of capitalism is to show the lack of imagination which is a

"result of economistic alienation. Bettelheim has forceftylfihigh-

lighted this point, showing that the Chinese, in practice, dis-
card the very concept’of accumulation, even so-called "socialist"
accumulation. "Révolution culturelle et organisation de 1la plani-
fication", Mespéro, 1973).

See "Le Développement Inégal, Chap.II, sections II and IV,wfor_
this question in relation to the cycle,
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