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Dependency: Lessons From a Failed Theory

In almost all theories of modernization it is assumed that the course taken by political, social, and economic systems of Western Europe and the United States foretells the future for the underdeveloped countries.
 


Dependency theory posed a direct challenge to established theories of modernization as the writings of scholars such as Fernando Henrique Cardoso gained prominence in the 1960s and 1970s. The analyses offered by dependency theorists differed significantly from those of their predecessors in terms of assumptions, actors, and predictions. While liberal theories emphasized domestic factors in the modernization of society as well as the democratizing effects of capitalism, the dependencia school stressed the role of the international economic system in explaining the seemingly persistent backwardness of developing countries. The extension of capitalism from the advanced states at the “center” of the world economy to “periphery” states was considered to be a constraint on autonomous development in the Third World. 


Although dependency influenced development policies for several decades, the historical record shows that the theory has little explanatory or predictive power. Dependency serves more as a descriptive construct rather than a grand theory of development. This paper examines the trajectory of dependency by exploring its intellectual origins in Latin American structuralism and Marxism, and further considers some of the key problems that undermined the viability of dependency as a positive theory of social science -- ambiguous definitions, testing limitations, politicization, and empirical evidence. It concludes with a discussion of the lessons offered by dependency as a failed theory. 

Intellectual Origins


The notion of dependency has varied over time in scope and meaning. Scholars from the structuralist tradition first employed dependency to study how global capitalism trapped developing states in an unequal relationship with their industrialized trading partners. Marxist-influenced intellectuals later shifted the focus of dependency from external economic relations to domestic social forces. The concept of dependency, nevertheless, has maintained its core principle through these various uses: “the analysis of dependency is above all the analysis of ‘restricted choice.’”
 In both structuralist and Marxist traditions, the asymmetrical relationship between core and periphery constrained the domestic economic structures and political processes of the developing world.


The recurrent economic problems of Latin America -- massive unemployment, balance of payments crises, and deteriorating terms of trade -- inspired the original articulation of structural dependency. As the head of the UN Economic Commission for Latin America (ECLA), Ra(l Prebisch argued that the structure of the international economy disadvantaged developing states dependent upon the export of raw materials. Because the economic interests of the core states determined the parameters of trade, they could also condition the economic processes within peripheral states to serve their own needs. The capacity for autonomous action was thus limited in developing states. 


In promoting the adoption of import-substitution industrialization (ISI) policies as a response to structural dependency, Prebisch called on Latin American states to reduce their interaction with the world economy and increase their active participation in domestic markets. The three proposed stages of ISI -- the sequential production of consumer goods, intermediate goods, and capital goods -- would allow states to develop their domestic manufacturing sectors. This process of industrialization, in turn, would lower the demand for imports, ameliorate unemployment, and insulate the economy from external shocks. 


But by the mid-1960s it was evident that ISI policies had failed to produce their intended results. The ECLA prescriptions, in the view of many observers, not only deepened the region’s dependency on foreign investment and imported technology, but they exacerbated internal problems of income inequality and poverty. In challenging the structuralist school, Marxist-inspired theorists like Cardoso and Faletto called for a redefinition of dependency: “In spite of their critical nature, ECLA economic theories and critiques were not based on an analysis of social process, did not call attention to imperialist relationships among countries, and did not take into account the asymmetric relations between classes.”
 The impediments to development were therefore internal and external, social as well as economic. 


In charting the development of Latin America from the colonial period to modern times, Cardoso and Faletto found that dependency was sustained by the shared interests of the “national bourgeoisie” of peripheral states and their counterparts in core states. This relationship between domestic and foreign capital, supplemented by the active participation of the state, might facilitate industrialization, but Cardoso and Faletto argued that this form of “associated-dependent development” would also distort the nature of economic development. That is, the local economy would be structured to meet the needs of foreign capital, leading to the fragmentation of the domestic economy, the strengthening of domestic elites, and the marginalization of the masses. The growing prominence of multinational corporations in the 1970s seemed to confirm this mode of dependency analysis. Because MNCs collaborated with local business groups and extracted concessions from the state, dependency theorists charged that these corporations served as “a direct link between the advanced countries at the center of the worldwide industrial system and the industrializing, ‘dependent’ nations on the periphery.”


In his case study of Brazil, Evans also concluded that dependent development was produced by the “triple alliance of the multinationals, the state, and the local bourgeoisie.”
 Evans’ study is particularly noteworthy for its treatment of the state as an independent actor. The state has its own agenda in the development process, for it must extract resources from domestic and foreign capital to further its interests: “States must have control over a sufficient segment of the surplus so that they can offer incentives as well as support their own activities.”
 It is in this context that the coercive aspect of dependency becomes clear. The state must be able to control its workers, or demobilize any politicized labor movement, because a “rise in the wages of the work force threatens the attractiveness of a given peripheral country as a site for export-oriented routine manufacturing activities.”
 

Key Problems


The appeal of dependency as an explanatory concept stems from its incorporation of multiple levels of analysis within a single framework. Like Alexander Gerschenkron, dependency theorists study the impact of industrialized states on the economic development of others, and like Barrington Moore, Jr., they examine the role of social groups in the process of modernization. Nevertheless, the utility of dependency as a theory has been undermined by four problems: definition, verification, politicization, and prediction. 

· Definition: Although dependency broadly refers to an asymmetrical power relationship between states, there is no established consensus on how the concept should be precisely understood. Its definition has evolved along with changes in the international economy. Duvall has isolated two versions of dependency, each based on a different scholarly tradition. Dependentistas in the Latin American tradition treat the concept as a general framework, a “wholistic descriptive analysis of historical processes of social-structural transformation to demarcate the general context of their inquiry.”
 North American empiricists, in contrast, consider dependency to be a property of states; it is a measurable variable for studying the external control of a country through specific relationships such as trade and foreign aid.

· Verification: Dependency theorists have not specified the causal mechanisms that could be tested to support or falsify their concept. Indeed, dependency scholars have largely refused to disaggregate the concept, claiming that the success or failure of their theory will be based on the historical record. According to Caporaso, “dependency can only be understood (i.e., its original and intended meaning preserved) only within a certain body of historical, political, and sociological thought.”
 Dependency is assumed rather than systematically examined.

· Politicization: The divisive political climate of the 1960s and 1970s had some influence on the course of dependency thought. While many scholars approached their subject in an objective, rigorous manner, dependency often became thoroughly enmeshed in ideology. In the 1970s, Cardoso and Faletto argued that the ultimate solution to dependency was constructing “paths toward socialism.”
 This sentiment may help to explain why dependency theorists generally refused to examine the relationship between the Soviet Union and other socialist states in their sample of cases.  

· Prediction: The experience of newly industrialized countries (NICs) since the 1970s dramatically illustrates the failure of dependency theory. East Asian NICs like South Korea and Taiwan demonstrate how states in the periphery can transform themselves from agricultural economies into competitive exporters of manufactured goods by actively participating in the international economy. Empirical analyses also tend to confirm that little support exists for dependency models. In their examination of economic data from thirty African states in the 1960s, McGowan and Smith found that “dependency theory does not fit the continent as an explanation of African political economy.”
 Instead, the African states in their study performed as neoclassical theory would suggest: states with a diversified export base and integrated into the international economy consistently achieved the highest performance in their sample.    

Conclusion
Can we learn anything from dependency? The theory has demonstrated little explanatory or predictive power, but the concept has served to highlight certain relationships that have yet to be fully understood. How will an increasingly competitive and globalized trading system affect the development of impoverished states? What is the proper role of the state in promoting economic development? Does the state’s participation in the development process necessarily entail coercion? The NICs showed how poor countries can modernize and raise their standard of living, all while deepening their participation in the world economy; however, much of that success can also be attributed to the state’s active management of the development process. Can these experiences be replicated?
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