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a-i.hcd manufactures.: The pr-ice relation, dlerefore, movJd against the
' 

ihould have happened had prices fallen as
, neriPherY, con-trary to wnat"i'  

forttt a..i.ur.a as a rcsult of higher productivity

TABLE I

Rutio of ptices of lni . inrl '  contntc'tdil ies lo tltose of nnnulactured gootls

ii l 'r, i ,r,gi i*p- t ani ,,xp"it ptice's, ttt:tttdirtg to d to ol t lrc Bodt d of trode)

llrse: 1876-80 - 100

'l'he 
advantagc of techrrical progress and thc countries

of the periphery

It was statcd in thc prececling section that thc advantages o[ technical
progress have been mainly concentrated in the industrial centres and
havc not directly extended to tlre counties making up the periphery
of thc rvorld's economic system. The increased productivity of the in-
dustrial countries certainly stirnulated the demand for plimary products
arrd thrrs coDstituted a dynamic factor of thc utmost importance in the
cleveloprncnt of Latin Aurerica. That, however, is distinct lrom the
qucslior (l iscussed below.

Spcakirrg gcuerally, technical progress seems to have bccn greater in
irrdrrstly lhan in the primary production of pcripheral countties, irs
was poirted out in a recent study on price relations.l Consequently, if
pliccs had been reduced in proportion to increasing productivity, thc
rcrlrrctiorr should have been less in the case of primary products than i|
that of rnanufactures, so that as the disparity benveen productivit ies in'

, 1 crcascd, the price relationship betu'een the nvo should have shorvn a
\{ stcady r'rrrprovement in favour of the countri€s of the periphery.

Flarl this happened, the phcnomenon would have bccrr of profound
signi0c;rnce. The countries of thc periphery would have benefited from
thc fall in price of l inished industrial products to the srrne cxtent as thc
rorrrrLrics of the centre. The benefits of technical plogress rvould thus
Iravc bccn disbibuted alike throughout the lvorld, in accordance with
the irnplicit premisc of the scherna oI the international division of labout,
arrrl Latin America would have had no economic advantase in industrial '
izin;3-. On the contrary, the region would have suf{ererl a dcfinite loss,
unti l i t had achieved the s;rrne productive efficiency as the industial
cou ntrics,

-I 'hc above supposition is not bornc out by the facts. As can be seen in
' Lhc irr(lexcs oI table l, thc pricc relatio[ tulned steirdily aqainst primary

ploclrrr:t ion from the l8?0's unti l the Sccond f,trorld Wai. ft? is ."gt"ttubl"
thirt rhc pricc indexes do not rclicct t lre differcnccs in quality ol f inishcd
plo<ltrcts. For this reason, it rvas rrot possiblc to take them into account

. in these consiclerations. )With the sarne amount of prirnary products, only
^ \'/' '{ i3 |cr ccnt of rhe finiShed manulactures u'hich could be bought in the

1860's \!ere to be had in the 1930's: in other t 'olds, an average of 58.6
per ccllt lrore priurary pro(lucts rvas nceded to buy thc sar e amount of

1'Post  War Pr ice Relat ions in Tr idc lJetween Under-devcloDcd and Indusrr ia l ized
Countr  ics" ,  document E/CN. l /Sub.3/1V.5.

II.

/1]nount of  f i t l ihed Product l
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counrr ;cs ' ,  document E7CN.l /Strb 3/W 5,23 [eb-
ruary 1919.
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During the expansion of the last war, as in the case of all cyclical ex-

pansionsl the relation moved in favour of Primary Ploducts Now, how-'

ever, although there has not been a recession, a tyllical readjustmcltt is

taking placel rvith the result that Prices of ptinraly Products are losing
their former advantage.

The pointing orrt of this disparity benvccn prices does not imPly
passing 

-iudgment 
rcgarding its significance fi-otn other Points of view'

f it .o"ia't. ""rgued, 
oi grou'nds of iquity, that tlle counffi;s which strove

I to achieve a high degrei of technicai efficiency were in no way obliSed to

/ share its fruits"wirh ihe rest of the world. FIad they done so, they would

/ (( not have reached their enormous capacity to save, without which it

/ 
" rnight well be asked whcrher technical piogress would have achieved

I the intense rhythm which characterizcs capitalist development. In any
' 

case '.he productive technique exists and is at the disposal of those witlt

z{a--- rd in* to the reDort  a l readv quoted.  Thc f igurcs lot  lhc lh i r t ies go only as lar
as 1938 incl ;s ive.  Thc i l r ta g i ren ar i  the Dourt l  of  Trrdes avcrage Pr ice indexes for
British imports and exports represenlative of world priccc Jor raw malerials and manu'
factured gbods respecrivety.
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the capacity and perseverance to assirnilate it arrd increase their- orvrr
ploductivity. All that, horvcvcr-, r 's ourside rhc s.ol)c of this i-epor.t. The
pur-pose is to eurphasizc a fact Nhich, dcspite its rrrany implications, is
trot rrsually given tlte inrportance it deserves v'hcn the significance of

\ t l re  indusLr ia l i za t ion  o f  the  per iphera l  rount r ies  i s  d is tussed.
Sirnple reasoning on tl le phenomenon in <luestion brings us ro the

lbllorving considerations:
.lrir'.s/. Prices havc not lalletr coru:orrritarltly with Lechnical progress,

sincc, whiGin thioni hruid, cosLs tended to de< rc:rse as a result of hieher'

l)foductivity, on the other, the income of entreprerreurs and prodnitivc
' lactols, inglgased. lVhen income iucr-easerl mor€ tl):ur productivitr', prices

r'ose instead of fall ing.
.\econd.. Had the rise irr income, in the industrial ccntres and the peri

phery, been proportiorate to the incr-ease in their respective productivity,
thc price relation bet\\,ccrr prinrary ancl ruanulacturcd products rvould

, have been the san)c irs i l '  prices had fallen in strict proportioll to pro-
(luctivity. Given the lrighcr productivity o[ indusrry, rhe price relation
rvould have movcd in favour- of the primary ploducts.

Third. Sitce, as tvc have seen, the ratio actually nroled agairst pr-imar,v
l)r 'o(lucts in the period betrveen the 1870's and rhe 1930's, ir is eyidenr

, rhat in the centre the incone of entlepreneurs aDd of p|oductive factot-s
increased relatively nor.e than productivity, ivl lcrcas in rhe pclipher)
tl le itrcrease in inconre rvas less than that in protluctivity. _r,

In other rvords, rvhilc the cenrres kept the shole bcnclit of the technical
rleveiopment of their industric-s, the peliplreral (ollt l t l ics rlansferred to
tl lem a share o[ the fruits of their own technical l) loeress.:r

Beforc cxplaining the rc.rsolr fot- this pheuonrenon, rvhich is so rm'

ooirrnt to ia tirr- Arrreri, .r '  i t r lould be well to colrsiclcl hol'the eltects

5 i ln . t "o t .a  p rod t tc t  i v i t  t  i r l c  l ran \ tu i  t (ed '

for this purpose, an i l lrtstrutive exaDrPle is pr-csented in table 2, in

.i idt j, i t issumed that the i 'rdexes of Productivity, Per man' are, g:reater

I r ' i nar . , t y  than in  p r imary  p ro t lu t t ion  For  t l te  s rke  o l  s imp l i l i ca  t io r r '

ir i l ir rr. tuppot.a to muke an etlual contribution to tlte l inished product'
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Tegr,n 2

Il lustration ol the distibution of l le benefits ol te(lt i  l  progess
'  

be tueen thc  Le  t le  and the  per ip l te ry  '

Primary Inilustrial Total (t) (2)
brod.uction broduction bndltctiont - x 100 -x 100' (1) (2) A) O) O)

Atsumbtion: Productivity in-
cr€aJes in accordance with the
following indexes:

Iirs, cdsei Costs decrease as Pro'
ductivitr rises and prices de-
crease tiith costs, wiihout any
ds€ in income: _--

kconil case: Cosls decrease as in
the 6lst case, but income in-
deas€s as follows:

changes in. prices following the
rnclease rn rncome: 100

99.9
100 b
I 1 2 . 5 b

I  Fieures re la(e to (hc f rn i \hed rr rodLr, t .  Sce expl . lns l ion un page l8 '
D Pa"r t  of  rhe pr i {e represent ing'vr l r re rdded by ihe manulr ' tur ing process'

r0

-

ill l

100
120

100
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100
83.3

1 0 0  b
62.5b

100
87.5

100 100
160 140

r00
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100
7  t . 4

100
107 .  t

t00
I16 .7

r00
93.3

3"Post  lvar  Pr ice Rclat ions i r  ' l  rad( I reL$ecn Unt l t r - r l t r r lupc, l  rnd Indusrr ia l ized
( . ' I n r r i e s  .  d o r u r n c | l r  l :  ( : N . l  \ u 1 , . . 1 ,  \ \ ' . ' , .  p p .  l l j - l l 0 :

"A long' term dctcr iorat iou i l l  terms of  t radc,  such:rs hts bccr found ro obrain for
primary ploducers ovcr a long period, may be an eflecr ot difierences in the ra(e ol'
i lcrerse in produ.r i r i r \  j l l  rh.  product ion of  pr imary conlnodir ie i  arrd manufaclure( l
r r t i ( le i .  respect ivc l ! .  l l  $c i . I r  JssLrne that  the deter iorrr ing rcrms of  t rade for  uncler ,
developed countr ies ref lect  a more rapid incre:rsc of  producr i ! i ! r  in  pr imJry commodir ies
than 01 manufacturcd goocLs,  rhe ef l icr  of  *orscnei  rerms ot  t i : rc le 'wouldj  ot  coulse,  bc
less serious. It rvould rDcrcl\ rnean !hat, to the extent that primary commodities are
being exported, lhe eflccts of increased ploductirlry are being p,rs"cj otr ro the bu]efs
, ' t  p i i m a r l  r f l i c l c s  i n  I l r (  r r r o r c  r n d u . r i i a t i z e d  , o u n t r i e s .  A l i i r 6 r r g l r  s r a r i s r i c a l  d a r a  o l l
diflerential rates of increase in producrivity of primary prodrrcrio-n in under-developed
cc'untries, and pr:oductioD o[ rnanufaoured articles in indusrrinlized counrries, are almost
entircly lacking, !his cxplirnarion of the long'tcrm changes in tcrrns of trade which were
observed in rhis stud) mry be dismissed. There is little doubt that productivity increased
I ter in the industrialirc(L countlies than pliDrary productiori in undei-developed
countries. This is evidenccd by the more rapid rise in standards of living in industri"
rlized countries during the long period cover-ed, from 1870 to the present day. Hence,
rhe rhxnges observed in tcrms of  oade do not  mean that  increased product iv i ty  in
primarl production rvls passed on to industrialized countries; on lhe conirary, they
r lean that  the under 'dcvcloped countr ies maintained,  in thc pr ices which they paid tor
rhci r  imported manuhctnrcs rc lat ive to those rvhich thcy obtained for  their  own pr i .
nr:rry products, a rising standard of living in the indilstrialized countlies, withoul
receiv ing,  in the pr ice of  thci r  own products,  r  corr fsp, ,ndir rg cqui \a lcnt  conlr ibut ion
lorvards their  own srandards ol  l iv ins. '

It has been assumed in the first case that, with an increase in produc-
tivity, from 100 to 120 in agriculture and from 100 to 160 in industry,
incomes of entreDreneurs a;d Droductive factors do uot rise, but costs
fall, If prices are reduced pari passu witlt costs, the decline in the price
of primary products is less thari that in the case o[ tnanulactured goods,
as is shown by the correspondirrg indexes. Conscquently, the-ratio be-
tween the two;oves, in favour of ihe primary Products. from 100 to 116.7'

This is nreciselv the ratio that would have allolved the increase in final

Producrion to be shared equally by the primary producers and the in-
dustrial centres. Iu fact, if there is an increase in Primary Productivity
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from 100 to 120, and if, as has just been seen, 100 primary products car
now bc  exchanged fo r  I16 .7  manufac tured  ar t i c les .  (means tha t  p r im: '
producers can norv obtain 140 instead of 100 of those products, or, i,
other words, that the increase has been the same as in the cas€ of firti
production, an increase obviously obtained by the indusrial produce;
also.

There is a markcd difierence in these results when, in the second cas(
incomes are altered. It is assumed that, in industry, the increase in incorrr
is greater than the increase in productivity and that, in primary produ'
tion, both increases ar.e equal. As a result, the price ratio moves agaiul
primary proi:luction, Irom 100 to 93.3, so that primary products, despir
the increase in productivity frorn 100 to l?0, can buy only 112.0 fira
products, as against 100 previously. On the other hand, a similar calcr
lation shows that industrial producers can now obtain 168 final productr
as compared with the 100 they bought before.

It should be noted that, whereas the primary pr-oducers can increxs
their acquisitions of linal products less than they increase productivit
industrial producers benefit more than they should in relation to th,
increase in their productivity.

It follows, logically, that i l  the increase in income in primary produr
tion had been assumed to be less than, instead o[ equal to, the incre.rsL
in productivity, the price ratio rvould have dropped still further again5
the primary producers.

The deterioration of 36.5 per ccr)t in the price ratio between thr
eighteen seventies and the nineteen thirt ies suggests the possibil i ty of r
phenomenon of that kind.

In short, if, in spitc of greater technical progress in industry than il
prirnary production, the price relation has l.roved against the latter in
stead of in its favour, it would seem that the average itcome, pe, caPl,
has risen more in iudustrial centres than in the producer countries r-'
the periphery.

The existence o[ this phenorncr]on cannot be nndcr-stood, except it
relation to trade cycles arrd the rvay ir which they occur in the centfe
and at the periphery, since the cycle is the characteristic lbrm of grorr'tl
of capitalist econorny, and increased productivity is one of the nr.rir
factors of that growth.

In the cyclical process o[ the cer]tres, there is a continuous inequalit l
between the aggregate dernand and supply of finished consumer goodr
The fonner is greater than the lattcr in the upswing and lower in thr
(rownswrng.

The magnitude of plolits and their variations are closely bound Ltl
with this disparity. Prolits rise during the upswing, thus tending to cul
tail excess demand by raisirrg priccs; they fall during the downswirt8
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tending, in that case, to counteract the ellect of excess supply by lorver-

ins Prices'"'',A,j 
priaer rise, profits ltle transferrecl Irotn the entrePreneurs at the

."rro"'ro the Primary prodtrcers of the Pel-iPh€ry' The.gleater the com-

l.ii,i"n una the longer the tim€ required to increase primary production

ln ,. l"t iott to the time rteeded for the other stages of production, and

,t 
" "malte. 

the stocks, thc greitter the Proportion of profits transfeued

io the peripltery. Hence follows a typical r:haracteristic of-the cyclical

.,or*ing, p.i..t of prinlirry products tcncl to rise more sharply than

,liore oi finithed goods, by reason of the high proportion of profrts trans"

ferred to the PeriPhery'

If this be so, what is the exPlanation of the fact that, with the passage

of time and throughout the cycles, income has increased more at the

centre than at the PeriPhery?

There is no contradiction whatsoever bctween the two Pllenomena.
The prices of primary products rise rnore I apidly thau industrial prices
in the upswing, but also they fall morc in the dolvnswilrg, so that in the
course of the cycles the gaP between priccs of the two is progressively
widened.

Let us now look at the explanations of this inequality in the cyclical
move,ment of prices. It was seen that profits rise in the upswing and de-
crease in the downswing, thus tending to offset the disparity between
demand and supply. If prolits could fall in the same way in which they
rose, there would be no reason whatsocvel for this unequal movement.
It occurs precisely because they cannot fall in that way.

The reason is very sin4rle. During the ul.rswing, part o[ the profits aler
absorbed by an increasc in wages, occasioned by compctition between
entrepreneurs aud by the pressure of trade unions. Whcn profits have to
be re-duced during tie downswing, rhe parr rhat hadleei absorbed by
wage increases loses its fluidity, at the centre, by reason of the well-known
resistance to a lowering of wages. The pressure theil moves toward the
Periphery, witb greater lorce ttran would bc the case if, by reason of the
limitations of competit ion, wages and profrts in the ccjntre were not
rigid. The less thaiincome can-conract ar rhe cenrre, the more rr must
do so at the peiigrhery

. The characteiistic lack of organization among the workers employed'
in primary producrion preue,,i, rhcn lrtrrrr oErainirrg wage increases
comParab le  to  tho le  o I  rhe  i r rdus t r ia l  ro r r r r t r jes  and l lonr  rna in ra in i l s
the increases to the sanre exrent. The reduction of incorne-whethei
0.10,' ol- *lgj=il,h9TI9I9 l9:-' d i ffi c uTf iiTFE-pEiilrre ry. -

- 
Even.if there existed as great a rigiiliit at the per.iphery as at the

cenhe, it would merely incr&se the prissr,r:e oI the littei on the former,
srrce, when pro6ts in the periphery did rrot decrease suffrciently to oflset
tne tnequality between srr;rply and delratrd in the cyclical (entres, stocks

1
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would accumulate in the latter, industrial production contract, and
with it the demand for primary products. Demand would then fall to
the extent required to achieve the necessary reduction in income in the
primary producing sector. The lbrced readjustment of costs of primary
production during the world crisis illusfates the intensity that this move-
ment can attain,

The greater ability of the masses in the cyclical centres to obtain rises
in wages during the upsr^'ing and to maintain the higher level during
the downswing and the ability of these centres, by virtue ol the role they
play in production, to divert cyclical pressure to the PeriPhery (causing
a greater reduction of income of the latter than in that of the centles)
explain why income at the cenues persistently tends to rise more than
in the countries of the periphery, as happened in the case of Latin
America.

That is the clue to the phenomenon whereby the great industrial
centres not onlv keep for themselves the benelit of the use of new tech-
niques iri thiir own econo-y, but ale in a favourable position to obtain
a share of that deriving from the technical progress of the PeriPhery,

rt




