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Preface

The idea to this book goes back to the time when the recent global eco-
nomic crisis had hit Europe more than a decade ago. The crisis has not 
translated into a reformulation of the prevailing paradigm in econom-
ics. Rather, EU crisis management by austerity brought countries of the 
EU periphery to the brink of collapse. The term periphery experienced a 
revival but usually not in the context of an interdependence with a core. 
Such a holistic approach of core–periphery relationships to the analysis 
of global capitalism had been typical for the Latin American dependency 
school. Social scientists I categorize as ‘European dependency school’ 
(EDS) had applied aspects of the dependency paradigm to the European 
situation of core–periphery relations in the 1970s and 1980s. What I 
found surprising was the relevance of their analyses for the Europe of 
today, and the informed prospects formulated for the future of European 
integration. A call for a special issue of the Journal of Contemporary 
European Studies on core–periphery relations, an issue that would never 
materialize, was the first incentive to revisit the EDS in writing. The 
20th Conference on Alternative Economic Policy in Europe (Euromemo 
Group) gave me the opportunity to draw on a few EDS authors for a 
paper presentation in Rome in 2014: From Dependent Industrialization 
to Peripheral De-Industrialization in Europe: Considerations from 
Development Studies. Joachim Becker and I presented a paper that 
attempted to bring together dependency school and regulation the-
ory for the International Conference Research & Regulation in Paris in 
2015: Changing Development Models: Dependency School Meets Regulation 



Theory. Also in 2015, I gave a talk at a workshop of the Arbeitskreis kri-
tische Europaforschung in Vienna: Development Theory and Space—
Questions of Core and Periphery in Europe (Entwicklungstheorie 
und Raum—zu Fragen von Zentrum und Peripherie in Europa). 
Consequently, a first study appeared in German following discussions 
with Stefan Pimmer, who ‘reloaded’ dependency theories together with 
Lukas Schmidt in a special issue for the Austrian Journal of Development 
Studies (Journal für Entwicklungspolitik) in 2015: Periphere Integration 
und Desintegration in Europa: Zur Aktualität der “Europäischen 
Dependenzschule”. Subsequently, English versions were published in 
the Journal of Contemporary European Studies after all, as Peripheral 
Integration and Disintegration in Europe: The ‘European Dependency 
School’ Revisited in 2017 (online) and 2018 (print).

Besides these theoretical and methodical accounts, and contributions 
to the history of theory, the dependency paradigm influenced empirical 
studies in the course leading to this book. Based on a paper presented 
at the 18th Conference on Alternative Economic Policy in Europe 
(EuroMemo Group) in Poznań, Poland, in 2012, Joachim Becker and 
I contributed Berlin Consensus and Disintegration: Monetary Regime 
and Uneven Development in the EU to a book edited by Włodzimierz 
Dymarski, Marica Frangakis, and Jeremy Leaman (The Deepening Crisis 
of the European Union: The Case for Radical Change, 2014). A paper 
to the conference Beyond Financial Regulation: European Industrial 
Policies in the Wake of the Global Financial Crisis (Barcelona, Spain, 
2013) led to a contribution together with Joachim Becker and Predrag 
Ćetković: Financialization, Dependent Export Industrialization, and 
Deindustrialization in Eastern Europe, in a book edited by Giovanni 
Cozzi, Susan Newman, Jan Toporowski (Finance and Industrial Policy: 
Beyond Financial Regulation in Europe, 2016).

Dependent Financialization and Uneven Development. Core and 
Periphery in the European Integration Process (Abhängige Finanzialisierung 
und ungleiche Entwicklung. Zentrum und Peripherie im europäischen 
Integrationsprozess) was published in the Austrian Journal of Development 
Studies (Journal für Entwicklungspolitik) 3 (2013) authored together 
with Joachim Becker and Johannes Jäger. Also with these two, I contrib-
uted Uneven and Dependent Development in Europe: The Crisis and Its 
Implications to a book edited by Johannes Jäger and Elisabeth Springler 
(Asymmetric Crisis in Europe and Possible Futures: Critical Political 
Economy and Post-Keynesian Perspectives, 2015).
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Research groups of Giovanni Arrighi, an author I included in 
the EDS, inspired studies that were integrated in the book. An ear-
lier version of these studies was published in the Austrian Journal of 
Development Studies (Journal für Entwicklungspolitik) 3/4, 2018: A 
Ladder Without Upper Rungs: On the Limitations of Industrial Policies 
in TNC Capitalism: The Case of the European Union. Preliminary stud-
ies on alternative regional policies were also published (in German 
language) in a special issue of the Journal Kurswechsel 2018, 2, which 
I edited together with Joachim Becker and Christina Plank: Crisis as 
Normality: Capitalism, Regions, and Uneven Development (Die Krise 
als Normalität: Kapitalismus, Regionen und ungleiche Entwicklung). 
Also in the Journal Kurswechsel a series of articles on the current situa-
tion of Italy was published, which would be a source for the case study 
of Italy in this book: Berlusconismo with Good Manners: Remarks to the 
Government Reshuffle in Italy (Berlusconismo mit guten Manieren. 
Anmerkungen zur Regierungsumbildung in Italien, Kurswechsel 2012, 
2); Not Another World, Just Another Europe: Lega North on the Right 
Path (Keine andere Welt, nur ein anderes Europa. Die Lega Nord am 
rechten Weg, Kurswechsel 2015, 3); ‘In a Few Months Nothing Will Ever 
Be the Same Again’: The Yellow-Green Government and the Decline of 
Italy in European Capitalism (“In wenigen Monaten wird nichts mehr 
wie früher sein”: Die gelb-grüne Regierung und der Abstieg Italiens im 
europäischen Kapitalismus, Kurswechsel 2019, 1).

The dependency paradigm has never completely disappeared from 
the critical political economy in Vienna. I am grateful for these col-
laborations, discussions and joint authorships. I owe special thanks to 
Joachim Becker who accompanied the entire process of writing this 
book over the years, with discussions, reviews, and professional criti-
cism. Moreover, discussions with Karin Fischer, Daniel Grabner, Stefan 
Pimmer, and Christian Reiner helped improving sections and arguments 
of this book.

The research leading to this book would never have been possible 
without the funding by the Austrian National Bank: I therefore gratefully 
acknowledge that research for this book was supported by funds from 
the Oesterreichische Nationalbank (Anniversary Fund, project numbers 
15471 and 17058).

Last but not least, such research does not occur in a personal vac-
uum. I dedicate this book to Daphne and Primo who supported writing 
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this book over many years, and accepted a family member that often 
was not able to find closing times or was diverted to an unfinished 
manuscript.

Vienna, Austria  
August 2019

Rudy Weissenbacher
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1

[D]espite the relevance of dependency theories to European problems, 
they have made little headway in our universities. There are other reasons, 
apart from our parochialism and […] linguistic weaknesses […]. First, an 
explicitly interdisciplinary school does not fit readily into the typical uni-
disciplinary syllabi and research programmes. Perhaps more important, its 
style runs counter to prevailing academic fashions. An economist, in par-
ticular, who picks up a book by a dependency theorist is likely to notice 
the lack of algebra. […] The fashionable models are mathematical, and to 
the greatest extent possible, quantifiable. This is understandable. It would 
be very convenient if only social problems could be reduced to algebraic 
functions: the solutions would then be straightforward. […] Many of the 
propositions of dependency theory cannot easily be cast in mathematical 
terms, still less are they readily quantifiable. The theory is in large part 
about hierarchies, institutions and attitudes. (Seers 1981: 15)

Dudley Seers, the eminent representative of a group of researchers I sub-
sume as ‘European Dependency School’ (EDS) in this book, empha-
sized the importance of core–periphery relations in Europe and for the 
Western European integration process in as early as the 1970s. Core–
periphery relations in development studies reflect uneven socio-spatial 
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developments. Behind the appearance of spatial hierarchy between regions 
and states in ‘late’ or ‘monopoly’ or ‘transnational’ capitalism, there lies a 
matrix of actors’ relations with unevenly distributed political, economic, 
and military power such as governments, classes, and transnational compa-
nies (TNC). These uneven power relations make core–periphery relations 
a complex issue. Core–periphery relations run through all countries and 
produce dependency relations within core and periphery countries alike.

This book inquires into core–periphery relations in the European 
Union from the perspective of the dependency paradigm. Uneven devel-
opment, manifested in core–periphery relations in Europe and the inte-
gration model that would become the EU, has never disappeared. The 
way these core–periphery relations are being discussed, however, has 
changed distinctively. Crisis of Keynesian capitalism in the 1970s brought 
to the fore that despite the postwar boom with substantial economic 
growth structural uneven development had not been eliminated. EDS 
authors would talk of ‘growth without development’. EDS did show that 
structural problems of global uneven development were also visible on 
European soil but EDS did not prevail in establishing a lasting dependency 
paradigm of European research and alternative policy-making. Instead, the 
radical liberal paradigm of neoliberalism succeeded Keynesianism. The first 
enlargements of the Western European integration project happened dur-
ing this paradigmatic change in the midst of the global crisis of the 1970s 
and 1980s. We will encounter the doubts in Southern European countries 
concerning the integration into the EC before they became member states 
(Greece in 1981, Portugal and Spain in 1986). These Southern enlarge-
ments were paralleled in their accession by austerity programs. However, 
the hope of leaving fascist dictatorship behind and joining a common 
prosperous and democratic future seems to have pushed hopes in inte-
gration high for many. When Central and Eastern European countries 
from the former Council of Mutual Economic Assistance (COMECON) 
entered the union, the integration model was in the tight grip of the 
neoliberal doctrine, which pictured a future of convergence if the forces 
of competition that now included territories (regions and states) could 
prevail. For the Southern periphery, a pseudo boom, made possible by 
low-interest capital import, appeared to make up for the austerity pro-
grams to meet the conditions of the currency union.

In the 1990s, the fact faded that behind the narrative of convergence 
there was still structural uneven development between core and periph-
ery. With the defeat of the dependency paradigm, core–periphery relations 
were marginalized as analytical categories. Only recently, with the global 
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economic crisis, that had started in the United States in 2007 and reached 
Europe in 2008, core–periphery relations have reentered discussions on 
uneven development in Europe, and the EU, respectively. However, the 
influence of core countries, governments, and companies have largely 
remained absent from discussions as if there was a periphery without a core.

This book focuses on core–periphery relations in Europe by rea-
dopting the notion of the dependency paradigm that relations between 
core and periphery form an analytical whole. It revisits the early analysis 
of core–periphery relations in the uneven development of Europe and 
the Western European integration project from the perspective of the 
dependency paradigm (history of theory). It will furthermore unfold, 
why such an approach is still important for an analysis of contemporary 
Europe, and will consequently estimate the current core–periphery rela-
tions in the EU empirically in order to offer a core–periphery typology. 
As a conclusion, it will consider the impasse of current European capital-
ism and perspectives of socio-ecological transformation.

Whether one uses the terms ‘center’ or ‘core’ depends pretty much 
on the linguistic frame of reference. Based on the literature in English 
that I mostly refer to, I will use the term ‘core’ in this book. Historically, 
Werner Sombart used distinctions between core and periphery in cap-
italism early in the twentieth century. He did not provide, however, a 
theoretical explanation of such relations. It was theory building from 
the periphery, namely Latin American structuralism (above all Raúl 
Prebisch and Celso Furtado), beginning in the 1940s, which started 
constructing such a theoretical framework. About the same time, how-
ever, in the ‘global north’, ‘polarization theory’ began deliberating on  
core–periphery relations: François Perroux in the 1940s, and Gunnar 
Myrdal and Albert Hirschman in the 1950s. In Latin America, the 
dependency paradigm gained momentum in the 1960s, when optimis-
tic expectations on peripheral capitalism by Latin American structuralists 
(e.g. that import substitution would counter polarizing effects of inter-
national trade) were disappointed.

I am using the terms dependency paradigm or school, because some 
of the dependency authors explicitly denied the significance of working 
on a dependency theory. In the past, discussions of this heterogeneous 
group of authors used terms like school, conceptual framework, analysis, 
or perspective. Referring to Thomas Kuhn, Ronald Chilcote (1978: 56)  
suggested the use of dependency model, in the sense of the paradigm of 
a scientific community. The dependency paradigm has never become, 
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however, a hegemonic ‘normal science’. If a predominant paradigm  
generally shows persistent resistance against change, in social science, 
things are more complicated and resistance against a new paradigm is 
fiercer. As Paul Sweezy pointed out, a paradigm can break down not only 
due to internal factors but also if the society which is reflected in a para-
digm changes. Other than with (natural) science, societal reality as a mat-
ter of social science is produced by interests of individuals, groups, classes, 
and nations. Thus revolutions in social sciences seem to correspond to 
changes in the social and political sphere (cf. Hurtienne 1984: 8f.).

Building on Latin American structuralist thinking, authors of the 
Latin American dependency school continued inquiries into the nature 
of core and periphery relations in the 1960s. They did so, however, with-
out the structuralists’ vision of a catching-up development. Industrial 
development and even convergence was and may be possible for periph-
eral countries but ‘development’ of societies in a broad sense was seen 
unlikely: the role models of modernization theories themselves, capitalist 
core countries, kept facing ongoing social conflicts and contradictions. 
One global capitalist system, they argued, was reproducing social and 
spatial relations of dependence with different socio-spatial consequences 
or situations.

TNC have become the most powerful global players, therefore  
I will use the term TNC capitalism. Companies have developed cer-
tain features of core and periphery in global commodity chains. This  
did not happen in a void. Such commodity chains run through core 
and (semi-)peripheral countries and regions, an argument elaborated 
by world-systems theorists (in this book above all Giovanni Arrighi)  
who followed dependency thinking. Core companies came into exist-
ence in symbiosis with core states, modeling a core–periphery scheme  
that made climbing the ‘development’ ladder from periphery to core 
difficult and unlikely. After World War II, a time when many periph-
eral countries gained formal independence, a new quality of core– 
periphery relations left a direct colonial rule behind. In Latin America, 
where most countries had reached independence during the nineteenth 
century already, dependency authors observed the ability of TNC to 
integrate and control economic sectors globally. We will see how they 
described the functional integration of peripheral countries into TNC 
capitalism with the penetrating and disintegrative effects that went 
along with this process of asymmetrical power. Osvaldo Sunkel called 
the ongoing symbiosis between TNC and core states neo-mercantilist.  
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As we will see, he suggested a socio-spatial concept of ‘structural het-
erogeneity’. Uneven socio-spatial development thereby runs through 
both, core and peripheral states, which produces core and peripheral 
regions and privileges or marginalizes respective social classes. Johan 
Galtung called the core in the periphery a ‘bridgehead in the Periphery 
nation’ for the core in the core state. He observed a ‘harmony of inter-
est’ between the core of a core state, and the core of a peripheral state. 
Vice versa he observed a ‘disharmony of interest’ between the periph-
ery in core states and the periphery of peripheral states. Putting concisely 
the relations between space and class issues between core and periphery, 
Edward Soja used the terms vertical and horizontal class struggle.

The EDS worked on formulating an alternative paradigm as well. If it 
was disappointment with Latin American structuralist ideas and policies 
that opened the way to the more radical criticism of the Latin American 
dependency school, it was the crisis of Keynesian capitalism and disillu-
sion with mainstream development models that stimulated criticism by 
the EDS. The crisis of global capitalism had reached the core countries 
in Europe, and similar to the dependency school in Latin America, the 
EDS challenged the prevailing paradigm from the left. From the end of 
the 1970s to the mid-1980s, these research networks inquired into une-
ven development in Europe. Similar to the dependency school in Latin 
America, they observed (and challenged) uneven patterns of integration 
into the capitalist system. I pool a very heterogeneous group of authors 
into a ‘school’. Their common characteristics are that they apply—some 
more, some less explicitly—aspects and theoretical findings of the Latin 
American dependency paradigm to the situation in Europe. Scholars 
of the EDS were influenced by both, Latin American structuralists and 
dependency school, plus polarization theory (see Fig. 2.1). Their analysis 
of uneven development in Europe and the European integration process 
seems very topical in today’s polarized EU. Moreover, the starting con-
ditions of enlargement were considered an integration of unequal part-
ners. The suggestions EDS scholars made for a more balanced mode of 
European integration were never taken up by policy-makers. Moreover, 
they themselves did not put much hope into a different mode of integra-
tion within the prevailing framework, because in a union of asymmetri-
cal political and economic power, solidarity would end where competition 
begins. Consequently, drawing policy conclusions from the EDS for today 
does not offer reason to believe that the existing integration model EU 
can be reformed. The structural inequalities in Europe would require a 
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complete remodeling. Moreover, there is also no reason to believe that a 
simple return to Keynesian economic policy can sustain remedy. The social 
and environmental problems the EDS scholars observed in the 1970s 
and 1980s—as observed by a variety of researchers at that time, e.g. in 
the first report for the Club of Rome (Meadows 1972) and the Cocoyoc 
Declaration of 1974, adopted by the United Nations Development 
Program jointly with the Environmental Program—were a result of post-
war Keynesian type capitalism. The crisis that began 2007/8 was one of 
financialized capitalism (cf. Chapter 9). Since the 1970s, moreover, the 
capitalist mode of production evoked climate change with its ever more 
visible consequences (melting polar caps and glaciers, rising temperature, 
capricious weather conditions bringing droughts and floods).

For the peripheral European countries, dealing with the recent cri-
sis, and the resulting increases in public debt, was much harder to digest 
than for the countries of the core. The financial/bank crisis turned into 
state crises in many countries of the periphery and then again into a cur-
rency crisis of the Euro zone. Even if Greece was an especially extreme 
case, it was no exception to the vulnerability of peripheral countries in an 
EU constructed by core countries. The neoliberal paradigm (see Chapter 
9) succeeded also to the 1960s’ modernization theory. The way to pre-
vail was alleged as the saving national economy which in realty spelled 
austerity programs. A paradigmatic picture suggested Germany as role 
model personified as the saving Swabian housewife, and proposed mech-
anisms of private households for national accounts. In that way, every-
body could become export champion with a positive trade balance. In 
reality, somebody has to import these exports, and somebody has to 
pay for them. In the case of the EU, the Southern periphery very much 
belonged to both of these somebodies until their debt situation slowed 
the process. German banks were among the important creditors that 
offered loans that again stimulated imports from German companies. 
In a broader picture, the Economic and Monetary Union (EMU) with 
a common currency first brought low interest rates to the Euro zone 
which poured ‘cheap’ money into the periphery: capital import and com-
modity import to the periphery.

The EU remains a union of nation states, even under the current 
structure of deeper integration that has given the EU parliament more 
rights. EU governments are still most powerful players in the EU leg-
islative process. They form the Council of the European Union, the 
powerful chamber of the EU de facto bicameral legislative system.  
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Within the Council, the Federal Republic of Germany has a powerful 
stance in addition to its already substantial politico-economic power:  
It represents 16.10% of the EU28 population. The standard voting pro-
cedure in the Council requires a qualified majority for approval, which 
means 55% of governments or 16 governments, representing 65% of the 
EU population. A blocking minority consists of at least 4 Council mem-
bers representing more than 35% of the EU population. Having said 
that, decision-making processes are often of informal nature, particularly 
within the informally organized Euro-zone group.

So far, only rarely governments have openly challenged the underlying 
neoliberal integration consensus. The government of pressured Greece 
may count as an example, with the well-known result of defeating the 
attempt of a left political alternative. The other example is the right-wing 
government of Italy elected in 2018. The government of Lega (formerly 
Lega Nord per l’Indipendenza della Padania) and Movimento Cinque 
Stelle defied the declining role of the Italian economy in European cap-
italism and therefore challenged the established neoliberal EU model. 
It had no intention of changing or socio-ecologically transforming the 
overall capitalist mode of production. As we will see in the course of this 
book, however, the neoliberalism following Friedrich Hayek is in no var-
iance with authoritarian liberals, neo-nationalists, right-wing populists, 
and fascists.

Being the fourth largest economy of the EU28, Italy has more stam-
ina to challenge EU regulations than Greece does. It belongs to the 
original rich club of six members of Western postwar integration, but 
it also brought the first larger peripheral area to the integration model: 
its Southern part Mezzogiorno. Spatial polarization between core and 
periphery does not stop at national borders but runs through countries, 
dividing core and peripheral countries into core and peripheral regions. 
While the postwar boom phase combined with a policy of state capitalism 
enabled Italy to enter the club of core countries, recent developments 
suggest a decline of Italy to the EU semiperiphery.

The case of an exit from the EU by the United Kingdom, originally 
expected on March 28, 2019 (Brexit), is not the result of the British 
government (of David Cameron) challenging the EU, because it did 
not have any intention to leave the EU when it decided to hold a ref-
erendum on British EU membership. Brexit seems to belong to the fre-
quent popular opposition against the EU regime. However, the British 
situation, like the Italian, reflects a declining position in the European 
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core-periphery system. While the decision by British voters would lead 
to a partial EU disintegration, other popular votes in the past had only 
postponing effects on integrative policies. As we will see in Chapter 5, 
European integration was historically an issue of European governments 
never put to popular vote. When there were popular votes in recent 
times, they were held in few member countries only. Adverse decisions, 
however, had only lasting effects when countries were able to negotiate 
special treatment for themselves. The popular votes against the intro-
duction of an EU constitution in France and the Netherlands in 2005 
opened the way to the Lisbon Treaty (a government treaty signed 2007, 
and put into force 2009). Much of the rejected constitution’s content 
was integrated into existing integration provisions via amendments. Only 
in Ireland was the Lisbon Treaty put to popular vote (instead of the 
planned referendum on the constitution, which was never held, because 
French and Dutch voters had rejected the constitution). The referendum 
on the Lisbon Treaty in Ireland was granted a second round in 2009, 
after the treaty had been first rejected in 2008.

In other quarters, popular vote opened the way to special country 
treatment or even early disintegration: in 1973, the citizens of Norway 
decided against membership in the European Community (EC), which 
their government had negotiated earlier; the population of Greenland 
voted against membership in the Danish popular vote on EC member-
ship, entered the EC with Denmark in 1973 but left the EC in 1985 
(again by referendum decision); a Danish popular vote rejected the 
Maastricht treaty in 1992, opening the way for a special treatment  
(opt-out) in the second referendum in 1993. In 2000, again by popular 
vote, Denmark decided against membership in the European EMU.

With the exception of Greenland (that has—as part of the Danish 
state—a special relationship with the EU), Brexit would be the first inci-
dence of a state leaving the Western integration process that had turned 
into the EU. In the UK and Italy, there seems considerable self-con-
sciousness among decision-makers that these countries can challenge EU 
regulations and their economies can do well even if they resigned from 
EU membership. The story is different for peripheral countries, espe-
cially if they need to act alone.

The story told in this book is one of uneven and dependent devel-
opment in Europe, especially the Western European integration model 
that turned into the EU. It is about the chances for the periphery that 
never were, because they never materialized in the integration context. 
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The view presented here is critical of the notion that the EU started as 
a ‘good’—often alleged as solidary and peaceful—project aiming at 
socio-spatial equality that took a wrong turn toward neoliberalism. The 
thesis presented here indicates that this integration was neoliberal from 
the start, even if one might call it ordoliberal after a German subbranch 
of the ideological movement. Western European integration started as 
club of core countries plus Southern Italy. Liberal integration arrange-
ments treated development of peripheral regions as a matter of mar-
ket processes without conscious development policies. The reason why 
Southern Italy seemed to stand a chance of ‘developing’ was due to the 
fact that Italian state capitalism did ignore liberal policy demands by the 
commission, and consciously applied development policies. What made 
the lack of European development strategies bearable for postwar Italy, 
and brought partial and temporary success, was the combination of post-
war boom and the strength of the nation states. This enabled Italy to 
ignore liberal visions by the commission in variance with Italian state 
capitalist development.

The original agreements of (Western) European integration were 
result of postwar power relations:

1.  The end of realpolitik by the United States against the world war 
ally Soviet Union brought a beginning of the cold war after the 
death of US president Franklin Delano Roosevelt in 1945.

2.  In order to strengthen its cold war ally, the United States granted 
or accepted a privileged position of Western Germany despite the 
fact that Nazi Germany had invaded and left destruction in most 
parts of Europe, employing industrial mass extermination.

3.  Part of this privileged position was a benign treatment of elites 
from fascist Germany in Western Germany (‘continuity’) and 
sheltering Western Germany from demands of repayment of war 
destruction and forced wartime credits on part of the invaded 
countries.

4.  In order to pacify the Western capitalist block against the Soviet 
Union, some kind of common structure deemed necessary.

5.  Germany succeeded, however, in the negotiations on the com-
mon structure as far as economic policy is concerned. Accordingly, 
Western European integration would receive regulations 
inspired by economic liberalism suiting the strong economic 
position, Germany was soon able to recover with US support.  
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The structures aimed at freezing the capitalist mode of produc-
tion, making it difficult for future governments of member states 
to leave that path.

6.  France aimed at securing common political structures that were 
supposed to ‘control’ Western Germany institutionally.

In the founding years, peripheral Europe remained outside the political 
arrangements of Western European integration. The countries were first 
economically ‘integrated’ (via TNC) before they were able to partici-
pate in the integration model. When the political integration occurred, it 
was already after the postwar boom had ended, and in the era of the first 
global economic crises after World War II. The economic and geopolit-
ical landscape first in the cold war and then within victorious capitalism 
did not seem to leave many other options. We will see that Dudley Seers 
(1979) called the integration of peripheral countries one of ‘unequal 
partners’ which was ‘impossible: yet it simultaneously appears inevitable’. 
He, particularly among the EDS, dared prognoses on European integra-
tion without policies toward ‘true integration’.

From the viewpoint of the periphery, and with a dependency per-
spective, respectively, questions regarding integration problems of the 
European Union today need to be posed differently. Socio-spatial polar-
ization within the EU may not be caused by the inaptness of peripheral 
countries and regions to ‘develop’. It may not be as much the periph-
ery which causes problems for the EU. The structure and mode, the EU 
is organized as an integration model, seems to be the problem, and the 
reason behind continuing difficulty of peripheral countries and regions. 
This is not to say that peripheral countries outside the integration pro-
cess could easily withdraw from polarizing developments of European 
and global capitalism—even if governments were elected that are able to 
challenge the EU consensus and the mode of production. Authors of the 
Latin American and EDS did emphasize exactly such dynamics. Within 
an integration project, borders that might offer some options to resist 
against penetration do not exist any longer. Even more so, a common 
currency union will lead to polarization if countervailing policies fail to 
appear. Such traditional economic means, in the sense that they would 
build on a flexibility of demand on global markets and downplay the 
role of the prevailing mode of production for global warming, would be 
the ability to devaluate the currency (which would counter productivity 
differentials and may reduce imports), conscious (balancing) industrial 
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policies, or an adequate sort of remuneration of the periphery by the 
core. It is difficult to see, however, how a country with a small produc-
tive base can build up an industry capable of earning via exports in order 
to repay the accumulated debt. At one point, such a scenario might 
backfire to export-oriented core countries. For a while, exports may be 
shifted to other importers, especially outside the EU (as it happened 
in the case of Germany). Such a system, however, cannot be sustaining 
for the EU, even if austerity can squeeze debt from the periphery for a 
while.

Without ‘real integration’ policies, scholars from the European 
dependence school expected ‘neocolonial scenarios’, e.g. in Greece. 
They were not optimistic as far as the remedies were concerned they sug-
gested for a more balanced integration. Similarly, they even perceived 
development policies like those Italy had applied for convergence of its 
Mezzogiorno as insufficient. The historical pattern of Southern Italian 
integration into the Italian state, and the world market, was seen bene-
ficial for the Northern, in recent history more industrialized and ‘devel-
oped’, part of the country. For the Italian South, being part of the 
Italian state could be seen as similarly problematic as the membership in 
the EU for the EU periphery (cf. Chapter 3.6).

In the second chapter of this book, I am revisiting the main argu-
ments by the Latin American dependency school. Who are important 
authors? How do they explain core–periphery relations? How does this 
affect peripheral societies? How do they explain global capitalism and the 
consequences of uneven socio-spatial development? Who are the actors 
of global capitalism? What is the role of the state? And: What are the 
options for a transformation?

Networks of authors I summarize as EDS feature in Chapter 3. 
Influenced by Latin American structuralism and dependency paradigm, 
and polarization theory, they apply aspects of the dependency paradigm 
on the European framework of core–periphery relations. I delineate 
research networks from the 1970s and 1980s and their concept of core 
and periphery states and regions. All of these networks had a critical atti-
tude toward the old development paradigm. Some called it development 
‘from above’ or ‘to the outside’. A new paradigm was to include strate-
gic elements of a ‘selective spatial closure’ and ‘self-reliance’. For many, 
the European integration process played an important role in their esti-
mates of current and future developments. They observed the integra-
tion critically and much of this analysis still seems relevant and topical  
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today. What was formulated as an alternative to modernization theory 
and economic liberal theories (neoclassical, neoliberal, and Keynesian), 
however, was engulfed by the wave of neoliberalism and the globaliza-
tion decade of the 1990s.

While Chapter 4 is dedicated to the critical analysis in these networks 
of the old development paradigm (‘from above’), Chapter 5 focuses on a 
critical view on the history of European integration from a dependency 
perspective. Some myths of integration are critically questioned. In the 
framework of these core–periphery relations, the alleged German eco-
nomic virtue is much related to the privileges originating with its Cold 
War position. Also in this chapter, alternatives are being presented that 
authors from the EDS suggested for a ‘true integration’. Having said 
that, they themselves did not have much hope of such policies being 
implemented. Rather, they saw a ‘neocolonial scenario’ lurking around 
the corner. The principle alternative strategies by authors from the EDS 
(e.g. ‘development from below’, ‘self-reliance’) are being presented in 
Chapter 6, while Chapter 7 tells the story how the dependency paradigm 
‘was lost’ in the globalization decade of the 1990s.

Chapter 8 inquires into the nature of core–periphery relations in the 
European Union today.

I will argue in this chapter that even if one considers industrial devel-
opment as a proxy for development or leading to development in a broad 
sense, the prospects for ‘progress’ in contemporary capitalism are very 
limited. I will adapt the theory, method, and proxies for ‘development’ 
and ‘industrial development’ by Arrighi and Drangel (1986) and Arrighi 
et al. (2003) as I will present them in Chapter 3. I will adapt their 
approach for a core–periphery typology in the EU, and use it in order to 
estimate industrial convergence compared with convergence in ‘develop-
ment’ (in EU language: convergence and cohesion). Furthermore, I will 
suggest additional proxies to estimate (spatial) politico-economic power 
in the hierarchy of core–periphery relations in TNC capitalism.

In the final Chapter 9, I will summarize the main arguments by the 
dependency paradigm relating to Europe and capitalism as a crisis-prone 
mode of production and organization of society, in the periphery as well 
as the core. After the first global crisis after World War II, ‘development 
from above’ as criticized by the EDS was not succeeded by any trans-
formative movement that could have led to a post-capitalist formation 
of society. I will describe by the example of the most prominent and 
effective ideologue, Friedrich Hayek, the restoration of the development 
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from above by a more radical liberal paradigm than Keynesianism, neo-
liberalism, the ideology of financialized capitalism. I will, furthermore, 
explain the change of forms of the capitalist mode of production using 
the model of transformation by Giovanni Arrighi, from what he calls 
‘signal crisis’ to the ‘terminal crisis’. Finally, I shall try to use elements of 
EDS suggestions to sketch an alternative political economy in the wake 
of recent developments.
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2.1  imPortant rePresentatives of the Paradigm

‘Yet, despite the relevance of dependency theories to European  
problems, they have made little headway in our universities’, Dudley 
Seers (1981: 15) noted in the introduction to his ‘critical reassessment’ 
of ‘development theory’. In German language, Dieter Senghaas (1972, 
1974, 1979a; cf. Pimmer 2016) had very soon edited translations of 
selected ‘dependency’ authors. These new theoretical approaches seemed 
to have filled a theoretical void in development studies but did not affect 
mainstream economics: They ‘formed the base for a new understand-
ing of causes of underdevelopment and possible solutions to overcome 
it’ (Thomas Hurtienne 1981: 106). It is import to see that there is no 
such thing as ‘the’ dependency theory. The set of approaches has been 
called conceptual framework (Villamil 1979: 2), Gabriel Palma (1981) 
uses in his ‘critical overview’ the terms school, perspective, and analyses. 
Ronald Chilcote (1978: 56) suggests the use of ‘dependency model’, in 
the sense of a paradigm put forward by Thomas Kuhn: a ‘scientific com-
munity’s perspective of the world, its set of beliefs and commitments’, 
guiding its ‘selection of problems, evaluation of data, and advocacy of 
theory’. Since authors writing on dependency are very heterogeneous 
themselves, we might best talk of a set of theoretical approaches, not a 
strict testable scientific theory (Cardoso 1977a: 15f.). In order to give 
credit to the heterogeneity of approaches, I will preferably speak of 
dependency school. It is also the diversity of influences on this school 
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of thought that contributes to its heterogeneity. Lall (1975: 800) talks 
of ‘internal confusion due to the school’s mixed parentage’, namely the 
structuralist tradition of the Economic Commission for Latin America 
(ECLA, in Latin America: CEPAL, hence cepalismo), and a (also heter-
ogeneous) Marxist tradition. To be sure, I am ignoring the discussion 
of who qualifies for a ‘true’ Marxist argumentation in dogmatic terms, 
a fierce but seemingly fruitless discussion in which Paul ‘Baran […] is 
usually cast as the wicked uncle who inspired the whole deviation’ 
(Foster-Carter 1979: 216) that led to the Marxist inspired thread of the 
dependency paradigm. In the words of Palma (1981: 20), the intellec-
tual traditions of the dependency paradigm consist of the ‘Marxist debate 
concerning the development of capitalism in backward nations, and the 
post-1948 ECLA critique of the conventional theory of international 
trade and economic development’. ‘Dependencia economists thus range’, 
as Lall (1975: 800) put it, ‘from mildly socialistic nationalists like [Celso] 
Furtado or [Osvaldo] Sunkel, via writers of increasing radicalism like 
[Theotonio] Dos Santos and [Fernando Henrique] Cardoso, to explicit 
revolutionaries like [Andre Gunder] Frank’. Boianovsky (2015: 423) 
sees the dependency school as ‘rebellious offspring of structuralism’. 
Cristóbal Kay (1989: 2) talks of a ‘Latin American school of develop-
ment’, born in the late 1940s and consisting of two main strands: struc-
turalism and dependency. The representatives of the latter strand are the 
heirs of the former (Kay 1989: 230, endnote 8):

Structuralism developed as a critique of neoclassical analysis, while depend-
ency analysis engaged in a critique of modernization theory. […] The 
Marxist strand within dependency analysis is critical of orthodox Marxism 
as well as of structuralism. (Kay 1989: 2)

The structuralist or ECLA tradition, Palma (1981: 50ff.) calls ‘depend-
ency as a reformulation of the ECLA analysis of Latin American devel-
opment’. It ties in with the analysis of development in Latin America by 
the United Nations Economic Commission of Latin America and the 
Caribbean (ECLA/CEPAL). Palma calls it ‘first major Latin American 
contribution to the social sciences’ (cf. also Kay 1989: 230, endnote 
8). The driving force behind ECLA had been Raúl Prebisch, who 
was influenced by a variety of authors, among which were ‘European 
structuralists’ (e.g. Michal Kalecki, cf. Love 1996: 113) whose ‘main 
impact […] on Prebisch and the emerging school of Latin American 
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structuralism […] was a consequence of the Keynesian revolution 
[…]. Keynes’s own influence was direct and “genetically” connected 
to Prebisch’s work from the beginning’, argues Love (1996: 112). 
However, due to an entirely different political-economic situation and 
political practice in the periphery than in the capitalist core countries, 
ECLA and Prebisch only very critically adapted Keynesian analysis to 
Latin America (CEPAL, n.y.). Moreover, Prebisch seems to have been 
influenced by Friedrich List (Seers 1983: 52) and pre-WWII European 
theorists using core–periphery concepts, such as the Romanian Mihail 
Manoilescu and the German Werner Sombart (Love 1996: 134f.). 
Celso Furtado, too, seems to have drawn on Sombart (Boianovsky 
2015: 427).

We will encounter Sombart in Chapter 3.1 as possibly the first author 
using a core–periphery terminology, and one of the alleged influences 
on Prebisch. The controversial Sombart offered other concepts later 
to be found in either dependency or structuralist thinking. Sombart 
(1927: XIII) interpreted capitalism ‘as [single] entity’, arguing that 
‘therefore all [national] economic considerations, all country strug-
gle are being eliminated’. What might have fallen on fertile ground in 
structural thinking of the twentieth century, however, was Sombart’s 
assessment of the Mercantilist tradition (against Classical economic 
thinking). Sombart (1921: 920) counted Friedrich List toward the for-
mer. Love (1996: 111) argues that ‘Sombart can […] be associated 
with other corporatist and fascist writers’ (such as Manoilescu) but that 
Sombart’s position ‘fits into this set [of peripheral fascist writers before 
1945] only because of the exceptional position in which Germany found 
itself in the interwar period. It was potentially the leading European 
power but was a defeated, and for a time had been a partially occu-
pied, country, stripped of its colonies’. ‘Friedrich List […] blew a first 
breach in the firm texture of liberal theory’, Manoilescu (1937: 4f.)  
pointed out:

For us Eastern Europeans, List is in this respect the intellectual pioneer 
of our defense in economic policy against Western Europe, and he is  
the trailblazer onwards to our own economic independence. Since then, 
the tradition has not discontinued. The preference for national interest 
over self-interest has received a new, fruitful, and central position in the 
economic policy of National Socialist Germany.
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Sombart and Manoilescu had a ‘bad odor in the triumphant liberal 
and neoclassical world of economics’ (Love 1996: 110) after World  
War II. Sombart had been ambivalent before he started courting 
National Socialism (cf. Sombart 1934; Harris 1942). His admiration 
of the academic Karl Marx went along with nationalistic and chauvin-
ist works (e.g. Sombart 1915). Moreover, Sombart’s admiration of Karl 
Marx was dissimilar to many of the dependency authors who followed 
Marxian notions to overcome capitalism and its polarization. Sombart 
(1927: XVIII) celebrated Karl Marx purely academically but despised 
Marx’ Weltanschauung and Marxism (ibid.: XXI).

ECLA, however, was opposed to both, notions of harmony of unreg-
ulated capitalism in liberal economic approaches but also to Marxist 
views that considered cumulating contradictions of capitalism as unman-
ageable. Prebisch shared with Manoilescu ‘the separation of the critique 
of imperialism from that of capitalism’ (Love 1996: 135). ‘Exogenous’ 
variables of conventional liberal economic thinking were introduced, 
such as income distribution, market imperfections, and the interests of 
individuals, groups, and nations. ECLA’s analysis was a rejection of the 
international trade theory going back to Ricardo: International trade 
would not lead to a mutual benefit but was more advantageous to the 
core countries. The structure of production differed in the two poles 
core and periphery: the former was seen homogeneous and diversified, 
the latter heterogeneous and specialized. The periphery exported pri-
mary goods from low wage production and imported manufactured 
products from high wage production. In order to force an industriali-
zation process in the periphery, state intervention, a ‘healthy protec-
tionism’ (import substitution), exchange controls, and foreign capital 
(in order to close the capital gap in the balance of payment) were seen 
necessary. The expectations in ECLA policies, however, often did not 
materialize, or ECLA policies even aggravated the situation: import 
substitution industrialization (ISI) seemed to worsen the balance of 
payments, real wages were not rising quickly enough (to stimulate 
demand), and the income distribution was worsening in many countries. 
Unemployment was growing. Therefore, those members of the depend-
ency school who reformulated the ECLA analysis of Latin American 
development did not share with ECLA the optimistic view of peripheral 
capitalist development. The new more pessimistic approach was seen as 
confirmation by the ‘underdevelopment theorists’ (that peripheral cap-
italist development was impossible) just at a time when cyclical changes 
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of the global economy seemed to prove both wrong (and gave a boost 
to Latin American export of primary goods) in the Late 1960s (Palma 
1981: 50ff.). Palma (1978: 898; 1981: 42) considers Celso Furtado 
and Osvaldo Sunkel among the representatives of this group of depend-
ency thinkers. The difficulty of such characterizations seem obvious 
with Osvaldo Sunkel who quite as well might fit into the ‘Cardoso and 
Faletto-group’ (‘a methodology for the analysis of concrete situations of 
dependency’, see below). Similar to them, Osvaldo Sunkel (1977a: 11) 
demanded ‘historical specificity’ for the analysis:

Even if not wholly satisfactory, the analytical frameworks of classical polit-
ical economy and particularly of Marxism do at least go in the directions 
required to analyse development: globalism and wholism. But to be use-
ful they require historical specificity, in terms of the analysis of the struc-
tural characteristics of particular societies at given times and places. Even 
if we assume that the basic laws of capitalist development are unchanged, 
the mode of operation of capitalist economies varies under different insti-
tutional arrangements and cultural traditions. Capitalist development is 
not, as macrodynamic growth models would have us believe, a cumula-
tive process of mechanical dynamics where everything is determined by an 
unchanged set of initial conditions.

But also Celso Furtado seems to have contributed toward the ‘meth-
odology for the analysis of concrete situations of dependency’. Furtado 
drew on the French structuralist tradition. In the late 1940s, he was a 
student of the French polarization theorist François Perroux, ‘a leading 
French structuralist economist who had taught Furtado during his doc-
torate at the Sorbonne’ (Boianovsky 2015: 416). Furtado also ‘referred 
to his interaction with [the French historian from the Annales-school 
Fernand] Braudel during the two decades he lived in Paris, and sug-
gested that the notion of longue duree may be applied to the study of 
“external dependence” as the determining long-term feature of Brazilian 
economic history’ (Boianovsky 2015: 428). ‘In Furtado’s […] view, 
when concrete problems arise, the economist tends to abandon sub-
stance and retreat into “vague shadows”’. Such deficiency can be cor-
rected only by the economist’s ‘carrying his knowledge of historical 
realities much further’. Therefore ‘Furtado’s suggested research program 
represented an attempt to combine elements from both structural and 
historical analyses’ (Boianovsky 2015: 422).
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The Marxist thread of capitalist development in the periphery, 
Palma (1981) described in detail. From the original writings of Marx 
and Engels, he proceeds to the Russian discussion of Lenin and others. 
With a gap of three decades to Marxist works on classical imperialism, 
theoretical work on imperialism was taken up after World War II: It was 
the work of the US-American Paul Baran that influenced the thread of 
the dependency school, Palma calls a ‘theory of underdevelopment’.  
It carried the notion,

almost as an axiomatic truth, of the argument that no Third World coun-
try can now expect to break out of a state of economic dependency and 
advance to an economic position beside the major capitalist powers. 
(Palma 1981: 22)

In this line of thought, the process of industrialization in the  periphery 
(understood as progressive element of capitalism) was considered in 
contradiction to the needs of imperialism. Elites of advanced capital-
ist countries would form alliances with basically precapitalist domes-
tic elites in Latin America which would prevent development in the 
periphery. This line of thought has provoked criticism in many a quar-
ter (cf. Frank 1974). In political terms, Frank’s intervention seems to 
have carried the notion that a popular front strategy (as put forward by 
Communist Parties in Latin America, except Cuba) was doomed to fail, 
because the ‘Lumpenbourgeoisie’ in Latin America was no reliable ally in 
order to fight the global imperialism. This excluded an ‘auto-centered’ 
capitalist industrialization process and aimed at an immediate transfor-
mation toward a socialist system. Palma (1981: 42ff.) distinguishes the 
‘CESO’ school of the Centro de Estudios Sociales of the Universidad 
de Chile as representative of this line of thought, with its most famous 
member Andre Gunder Frank (‘development of underdevelopment’) 
but also Theotonio Dos Santos and Ruy Marini. Because he was most 
widely published in English language, Frank was (outside of Latin 
America) often perceived as the most important representative of overall 
Latin American dependency school (Seers 1981: 13). Frank (1974: 91) 
adheres, however, that

though my work has been no more than part of a wider current many crit-
ics have singled me out for special and often exclusive treatment as suppos-
edly representative of the remainder, sometimes going so far as to claim 
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explicitly or implicitly that a (successful) critique of this one example will 
do and hold for all. Perhaps this (inverse) preference may be traced to the 
critics’ supposition that Frank offers a more easily vulnerable or destructi-
ble target, or a more visible one, or an earlier encountered one, or a sup-
posedly more extreme one, or some combination of these. One thing is 
sure, and it has been clarified by the author and universally appreciated 
by friend and foe alike: the work has been internationally and consciously 
political and substantially inspired by the Cuban Revolution. (cf. also Kay 
1989: 156f.)

Cardoso (1977a: 14f.), too, emphasizes that the superficial and  eclectic 
communication of what was seen as dependency theory had made it eas-
ily refutable, ‘a straw man easy to destroy’. Working on such a  radical 
theory was an effort that opens discussion on its weaknesses, something a 
‘method to analyse concrete situations’ (Cardoso 1977a: 11) of depend-
ency can better avoid. Relating to this approach, Palma (1981: 59ff.) 
calls the third thread, he distinguishes, ‘a methodology for the analysis 
of concrete situations of dependency’. Main protagonists were Fernando 
Henrique Cardoso and Enzo Faletto. Here is not the place to go into 
detail of what some perceived as irony, namely the differences between 
Cardoso, the radical social scientist, and Cardoso, the Brazilian president 
(cf. Brown 1994). Cardoso and Faletto had recognized the first theory 
thread (‘theory of underdevelopment’) as too static, mechanical, and 
not in line with historical facts. Cardoso and Faletto (1976: 215ff., and 
224ff.) even dissociate themselves from attempts to establish a theory of 
dependent capitalism because they deemed useless the search for laws of 
motion in dependent situations, i.e. characteristics of development that 
are being determined by global capitalism. Therefore, they prefer to talk 
of ‘situations of dependency’ and employ a historical-structural analysis 
with a nonmechanistic conception of history that includes social (class) 
struggles and sheds light on changing relations of classes and national 
states, in global and domestic terms. Such a concrete and dynamic 
approach allowed them to integrate processes of capital accumulation in 
their analysis that had begun in countries of Latin America, and therefore 
to show that industrial development was occurring (to a certain extent, 
under certain conditions) in countries of the periphery after all. They 
take issue with both, expectations of permanent stagnation in peripheral 
countries, and expectations that see solutions in capitalist development. 
Lastly, social problems in core capitalist countries remained unresolved as 
well (Fig. 2.1).
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Fig. 2.1 Sketch of influences on dependency schools (Source Author)
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2.2  no Primacy of the external nor the internal: 
forms of dePendence in one global caPitalist system

Internal and external factors had stimulated European developments 
toward industrial capitalism, a process that had lasted over centuries  
(cf. Weissenbacher 2007). Karl Marx put global expropriation alongside 
the internal English/European societal changes:

The discovery of gold and silver in America, the extirpation, enslavement 
and entombment in mines of the aboriginal population, the beginning of 
the conquest and looting of the East Indies, the turning of Africa into a 
warren for the commercial hunting of black-skins, signalised the rosy dawn 
of the era of capitalist production. These idyllic proceedings are the chief 
momenta of primitive accumulation. On their heels treads the commer-
cial war of the European nations, with the globe for a theatre. It begins 
with the revolt of the Netherlands from Spain, assumes giant dimensions in 
England’s Anti-Jacobin War, and is still going on in the opium wars against 
China, &c. (Marx 1999: 533)

Some authors pointed out that European development ‘started’ from a 
peripheral position itself (e.g. Amin 1975: 46; Braudel 1992: 197), and 
Janet Abu-Lughod prefers to talk of ‘restructuring’ instead of ‘rise’ or 
‘fall’ of systems: ‘The old parts live on’, writes Abu-Lughod (1989: 367),

and become the materials out of which restructuring develops, just as the 
earlier system inherited not a tabula rasa but a set of partially organized 
subsystems. By definition, such restructuring is said to occur when players 
who were formerly peripheral begin to occupy more powerful positions in 
the system and when geographic zones formerly marginal to intense inter-
actions become foci and even control centers of such interchanges.

What arguably has its roots in the twelfth and thirteenth centuries (Abu-
Lughod 1989: 12; Braudel 1992: 197) gained new momentum with 
‘modern’ restructuring beginning in the sixteenth century. The ‘great 
divergence’ (Pomeranz 2000) around 1800 seems to have been the vis-
ible ‘take off’ of English industrial capitalism spreading to what would 
become European global supremacy (cf. Weissenbacher 2007).

‘Restructuring’ in the (future) periphery meant for dependency the-
orists that European social structures (of feudalism and then capitalism) 
were being imprinted in the periphery of what was becoming one global 
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capitalist system but did not overwrite completely existing structures. 
This must not be understood, as Cardoso (1977a: 13) pointed out, as

a “mechanical” opposition between the internal and the external, in which 
the latter cancels out the existence of the former. The approach ought 
to be historical, and it therefore starts from the emergence of social for-
mations. Underdevelopment then comes to be seen not merely as a pro-
cess which is a concomitant of the expansion of mercantile capitalism and 
recurs under industrial capitalism, but as one which is actually generated by 
them.

‘The distinction between “internal” and “external” factors’, argues 
Osvaldo Sunkel (1973: 172, FN 3),

should be taken essentially as a preliminary simplification. [T]he so-called 
“internal” structures are in turn the outcome of earlier historical processes 
of interaction between the external and the internal, and that “external” 
links have in fact very concrete and powerful internal manifestations.

He points out that ‘underdevelopment’ was not a transitional period but 
connected to the polarizing effects of the developments of one capitalist 
world system:

[U]nderdevelopment is part and parcel of the historical process of global 
development of the international system, and therefore, […] underdevel-
opment and development are simply the two faces of one single universal 
process. […] Furthermore underdevelopment and development have been, 
historically, simultaneous processes which have been linked in a functional 
way, that is, which have interacted and conditioned themselves mutually. 
(Sunkel 1973: 135f.)

Cardoso and Faletto (1979: xvi) emphasize that they ‘do not see 
dependency and imperialism as external and internal sides of a single 
coin’, rather they

conceive the relationship between external and internal forces as forming 
a complex whole whose structural links are not based on mere external 
forms of exploitation and coercion, but are rooted in coincidences of inter-
ests between local dominant classes and international ones, and, on the 
other side, are challenged by local dominant groups and classes.
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They use the phrase ‘internalization of external interests’ (ibid.). The 
expansion of capitalism produces special situations of dependency. The 
interplay between internal and external forces again led to particular 
social formations with particular classes and forms of states. The social 
formation in the periphery must be seen as

distinguishable from the classical pattern to the extent that “slavehold-
ing colonialism,” or some other form of colonial exploitation, is present 
as the basis of the articulation between dependent and dominant societies. 
(Cardoso 1977a: 13)

‘[D]ependence should not and cannot’, in Frank’s (1972: 3) words,

be considered a purely “external” relationship imposed on Latin Americans 
from abroad and against their wishes. Dependence is also, and in equal 
measure, an “internal,” integral element of Latin American society. The 
dominant bourgeoisie in Latin America accepts the dependence con-
sciously and willingly but is nevertheless molded by it.

Theotonio Dos Santos (1970: 232) distinguished three principle  
historical forms of dependency. Colonial dependence was characterized 
by trade export from the periphery, ‘commercial and financial capital in 
alliance with the colonialist state dominated the economic relations of 
the Europeans and the colonies, by means of a trade monopoly comple-
mented by a colonial monopoly of land, mines, and manpower (serf or 
slave) in the colonized countries’. The second form, financial- industrial 
dependence, ‘consolidated itself at the end of the nineteenth century, 
[and was] characterized by the domination of big capital in the hegem-
onic centers, and its expansion abroad through investment in the pro-
duction of raw materials and agricultural products for consumption in 
the hegemonic centers’. The post-World War II era saw the consoli-
dation of a third (new) form of dependence, ‘based on multinational 
corporations which began to invest in industries geared to the internal 
market of underdeveloped countries. This form of dependence is basi-
cally technological-industrial dependence’. Andre Gunder Frank (1972: 
92ff.) labeled it ‘neoimperialism and neodependence’.

Such different ‘phases and forms of capitalist expansion  
(colonial-mercantile, mercantile-financial and industrial-financial cap-
italism, oligopolist forms of “multinationalized” capitalism, etc.)’, 
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emphasizes Cardoso (1977a: 13), must not be taken ‘as an abstract and 
general conditioning factor’ of dependency situations but ‘reappear con-
cretely in the analysis of their articulation in each local economy at dif-
ferent moments of time’. Cardoso (1977a: 13) exemplifies the interplay 
between the internal and external with the transition ‘from the colonial 
situation to situations of dependency of national states’ in Latin America 
in the nineteenth century. States were created ‘in answer to the interests 
of local property-owning classes’ but

these, however, have their structural situation defined within the larger 
framework of the international capitalist system and are thus connected 
and subordinated to the conquering bourgeoisies of the western world 
and to those classes which succeed them; in this way alliances are estab-
lished within the country, even though in contradictory form, to unify 
external interests with those of the local dominant groups; and […] as a 
consequence, the local dominated classes suffer a kind of double exploita-
tion. The “movement” that had to be understood, then, was that deriv-
ing from the contradictions between the external and the internal, viewed 
in this complex fashion and summed up in the expression “structural 
dependency”. If imperialism was embodied in the penetration of for-
eign capital (invasions by Americans in the Caribbean, by the English in 
South America, etc.)’, it also implied a structural pattern of relations that 
“internalized” the external and created a state which was formally sover-
eign and ready to be an answer to the interests of the “nation,” but which 
was simultaneously and contradictorily the instrument of international  
economic domination. (Cardoso 1977a: 13)

Such a process of ‘internalization of external interest’ draws the actors, 
i.e. social classes, into the focus of attention.

2.3  the ‘ideology of national bourgeois 
develoPment’

International crises that affected core countries, offer room to maneuver 
to reduce dependence relations for peripheral countries. World economic 
crisis and World War II, for example, opened up the way for ISI in some 
Latin American countries from the 1930s on (Frank 1972: 75f.). The 
inability of the national bourgeoisies in Latin America (and Africa and 
Asia, for that matter, ibid.: 91) to initiate, however, some sort of inde-
pendent national development inspired Frank to label these classes ‘with 
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perhaps a touch of poetic license’ (ibid.: 8) ‘lumpenbourgeosie’ and the 
policies they implemented ‘lumpendevelopment’. Using ‘lumpen’ has 
drawn criticism. ‘The local bourgeoisie become lumpen’, writes Cardoso 
(1977b: 58),

incapable of rational accumulation, dilapidated in their consumerism, 
blind to their “real interest.” Here, the error has to do with the distinction 
between a real process and an ideological process. What ceased to have 
any function was the “ideology of national-bourgeois development,” not 
the local bourgeoisies. I, myself, have done what I could, in works written 
since 1962, to demonstrate that the thesis, which saw a drive towards eco-
nomic and social progress in the politics of the national bourgeoisie, lacks 
foundation. […] [T]he facts [have not] suggested that there has been sup-
port for policy strengthening at local decision-making centers and trans-
form the State into an instrument of opposition to foreign penetration.

If one takes Frank’s (1972: 9) clarification and answer to critics, however, 
the positions of Cardoso and Frank do not seem to differ in this respect.

I have been told that I ought never to use the word “bourgeoisie” because 
it denotes a social process which has never existed and will never exist in 
colonial and neocolonial Latin America. But I have been unable to replace 
it with another term. I find “dominant class” unsatisfactory: “oligar-
chy” has even more ambigous implications in connection with the Latin 
American reality; and I cannot even consider “aristocracy” or “middle 
class,” which are terms used by the ideologists of imperialism and their 
Latin American counterparts. Thus, I have chosen to retain “bourgeoisie” 
and to add “lumpen” to it.

The lumpenbourgeoisie is an ‘active’ tool of foreign industry and com-
merce, but both share an interest in the status quo of keeping the 
dependence (ibid.: 5). Obviously, dependency theorists rejected modern-
ization theoretical visions of capitalist development in the periphery fol-
lowing role models of core countries. They did

generalize the criticisms of the theory that the national bourgeoisies could 
repeat the function they served in the center as the leaders of the capital-
ist process in underdeveloped countries. It also displayed the insufficiencies 
of the theory of modernization and the expectation that there would be 
stages of development identical to and in the same sequence as those in 
Europe. (Cardoso 1977a: 19)
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‘The penetration of [TNC] in Latin American industry had started after 
the Great Depression’, argued Celso Furtado (1968, quoted in Sunkel 
1973: 168):

After the Second World War, this penetration becomes intensive […]. 
In this way, […] the process of formation of a national class of industrial 
entrepreneurs was interrupted. […] The elimination of the national entre-
preneurial class necessarily excludes (therefore) the possibility of self-sus-
tained national development, in the line of classical capitalist development.

The dependent relations between core and periphery cannot be seen as 
purely ‘external’ argues Frank, because otherwise,

it could be argued that objective conditions exist which would permit the 
“national” bourgeoisie to propose a “national” or “autonomous” solution 
to the problem of underdevelopment. But in our view, such a solution 
does not exist – precisely because dependence is indivisible and makes the 
bourgeoisie itself dependent. (Frank 1972: 3f.)

The functional link between core and periphery brought polarization in 
all parts of the (one) global economy:

The evolution of this global system of underdevelopment-development 
has, over a period of time, given rise to two great polarizations which have 
found their main expression in geographical terms. First, a polarization of 
the world between countries: with the developed, industrialized, advanced, 
“central northern” ones on one side, and the underdeveloped, poor, 
dependent, and “peripheral southern” ones on the other. Second, a polar-
ization within countries, between advanced and modern groups, regions 
and activities and backward, primitive, marginal and dependent groups, 
regions and activities. (Sunkel 1973: 136)

‘[I]t is not possible’, adds Cardoso (1977b: 58),

to explain the dynamics of capital accumulation in the periphery without 
the changes occurred in the central economies. All of this accentuates the 
contradictory (but I insist, dynamic) character of associated development.

Frank (1967, quoted in Frank 1972: 3) argues that ‘the impregnation of 
the satellite’s domestic economy with the same capitalist structure and 
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its fundamental contradictions’ was more important for the  ‘generation 
of structural underdevelopment’ than ‘the drain of economic surplus 
from the satellite after the incorporation as such into the world capitalist  
system’. Cardoso (1977a: 19f.) distinguishes two ways, depend-
ency authors understood the ‘process of capitalist development’ in the  
periphery:

1. There are those who believe that “dependent capitalism” is based on the 
hyper-exploitation of labor, that it is incapable of broadening the internal 
market, that it generates constant unemployment and marginality, and that 
it presents a tendency to stagnation and a kind of constant reproduction of 
underdevelopment (thus Gunder Frank, Marini, and to a certain extent, 
Dos Santos). 2. There are those who think that, at least in some countries 
of the periphery, the penetration of industrial-financial capital accelerates 
the production of relative surplus-value; intensifies the productive forces; 
and, if it generates unemployment in the phases of economic contraction, 
absorbs labor-power in the expansive cycles, producing, in this aspect, an 
effect similar to capitalism in the advanced countries, where unemploy-
ment and absorption, wealth and misery coexist. Personally I believe the 
second is more consistent, although the “dependent-associated develop-
ment” model is not generalizeable [sic] to all the periphery.

These deliberations suggest a variety of integration scenarios into the 
(one) global capitalist system but closing the gap in international (politi-
cal, military, and economic) power relations and development in a broad 
societal sense are unlikely to be reached in the framework of transna-
tional capitalism. Role models in terms of modernization theory (which 
consider ‘underdevelopment’ as transitional period) were rejected by all 
dependency authors. They observed polarizing effects of capitalism in 
the global north and south. Furthermore, the developmental head start 
of core ‘role models’ changed the international framework long-lasting 
by establishing power hierarchies between core and peripheral countries 
which were difficult or even impossible to overcome. But it is important 
to see that the terminology of ‘development’ is insufficient or ambigu-
ous. Dependency theorists did not expect capitalism to ‘develop’ in order 
to reach an overall societal progress, ‘a good life for all’, not within core 
capitalist countries and least of all globally. Such a development needed a 
socialist mode of production. What was deemed possible for some coun-
tries was capitalist industrial development, with positive social welfare 
effects for some fractions of society but also with polarization: ‘If the 
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capitalist pattern of development in industrialized dependent countries 
pushes toward internal fragmentation and inequalities, argues Cardoso 
(1972: 95),

values related to national integrity and social participation might be trans-
formed into instruments of political struggle. To permit the State and 
bourgeois groups to command the banner of nationalism – conceived not 
only in terms of sovereignty but also of internal cohesion and progressive 
social integration – would be a mistake with deep consequences.

Therefore ‘denunciation of marginalization as a consequence of capitalist 
growth, and the organization of unstructured masses, are indispensable 
tasks of analysis and practical politics’. He does not deem it ‘very realistic 
to expect the national bourgeoisie to lead resistance against external pen-
etration’ (ibid.). As a (political) consequence,

denunciation of the dependency perspective cannot rest on values asso-
ciated with bourgeois nationalism. National integrity […] means pri-
marily popular integration in the nation and the need to struggle against 
the particular form of development promoted by the large corporations. 
In the same way that trade unionism may become a danger for workers 
in advanced capitalist societies, development is a real ideological pole of 
attraction for middle class and workers’ sectors in Latin American coun-
tries. The answer to that attractive effect cannot be a purely ideological 
denial of economic progress, when it occurs. A reply must be based on 
values and political objectives that enlarge the awareness of the masses with 
respect to social inequalities and national dependency. (Cardoso 1972: 95, 
bold by RW)

2.4  classes and states in transnational caPitalism 
and new dePendency

Since their analysis rejected the idea of a national ‘bourgeois class’ 
playing a role as actor in a modernization theory kind of developmen-
tal progress, dependency authors also found the idea of stages in capi-
talist development implausible. Such ideas of stages (and corresponding 
actors) seem to have been popular among Communist parties in Latin 
America: A national bourgeoisie was to promote industrial development 
that would also lead to overall societal development (such as perceived in 
the cases of European role models). Consequently, the bourgeoisie was 
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seen as an ally against transnational companies (TNC) which again were 
considered as having no interest in industrial development (cf. Cardoso 
1977a: 18). Dependency authors on the other hand separated visions 
of overall societal development from industrial development, and chal-
lenged the view that imperialism and capitalist industrialization in the 
periphery were mutually exclusive.

The dependentistas showed that a kind of industrialization was occurring 
under the control of the multinationals, and they drew certain conclusions 
from it. There was even an attempt to propose a more general model of 
the process, to characterize a ‘transnational capitalism’ and to estimate its 
effects, not only on the periphery, but also on the very center of the capi-
talist economies. (Cardoso 1977a: 18)

Again, it is important to define what is meant by ‘development’. Cardoso 
and Faletto (1976: 225f.) make sure that when they talk about depend-
ent development they mean development of productive forces, a capital-
ist development with similar contradictory and polarizing consequences 
as can be found in core countries:

So, we do not mean by the notion of ‘development’ the achievement of 
a more egalitarian or more just society. These are not the consequences 
expected from capitalist development, especially in peripheral economies.

What Cardoso and Faletto (1976: 226) put down as their aim, seems 
to somewhat bridge over differences in content to the ‘theory of under-
development’ group in Palma’s categorization, and maybe unites most 
dependency authors except those very strongly committed to the ‘struc-
turalist’ or ‘developmentalist’ ECLA tradition:

It is not realistic to imagine that capitalist development will solve 
basic problems for the majority of the population. In the end, what has 
to be discussed as an alternative is not the consolidation of the state 
and the fulfillment of ‘autonomous capitalism,’ but how to supersede 
them. The important question, then, is how to construct paths toward  
socialism. (ibid.)

Theotonio Dos Santos (1970: 232), whom Palma counts to thread 
one (‘theory of underdevelopment’), had coined the concept of ‘new 
dependence’. After colonialism and financial-industrial dependence 
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(consolidated by the end of the nineteenth century), a third form of 
dependence was being established after World War II, based on multi-
national corporations. Osvaldo Sunkel (1973: 291f., 305f., and 309f.) 
calls transnational capitalism neo-mercantilist because TNC belong to 
core countries and—even if they are not congruent to core states in 
their policy agenda—are seen as main actors of asymmetrical power 
between core and periphery, influencing peripheral countries’ politics 
and economics, and penetrating industries due their financial power. 
TNC are able to integrate and control economic sectors globally. In 
peripheral countries, those sectors are being privileged that are linked 
to the core of international capitalism, the other parts of the economy 
and society are separated and marginalized, major parts of the popu-
lation are segregated. Particularly in those countries that have experi-
enced the first phase of industrial development, argues Celso Furtado 
(1967: 333f.), the penetration of US TNC had reached high inten-
sity after World War II. Often countries faced an interrupted process 
of formation of national industrial bourgeoisies. The financial power 
of TNC took over the most dynamic sectors of manufacturing indus-
tries and the national bourgeoisie capable of running and supporting 
national industries were absorbed into the new managerial class (‘nueva 
clase gerencial’). The effect was that national entrepreneurship was sub-
ordinated to the needs of TNC: ‘The elimination or annulment of the 
autonomous national entrepreneurs excludes necessarily the possibility 
of a self-generated development along the lines of classical capitalism’ 
(Furtado 1967: 335). Extending Furtado’s argument of absorption of 
the industrial bourgeoisie, Sunkel (1973: 311) uses the integration/
non-integration of different classes (entrepreneurs, middle class, work-
ers, absolutely not integrated) to illustrate the segregation of classes and 
groups and the national disintegration by integration into TNC capital-
ism. Furtado (1967: 335) points out that

[t]he only domestic companies that can reach strategic positions are those 
directly supported by the state. These two decision systems, the TNC 
superstructure and the national states were to define the future of eco-
nomic development in Latin America.

Cardoso and Faletto (1979: 210) use these strategic systems to extend 
their class analysis. In those Latin American countries, where indus-
trial development in the framework of this ‘new dependency’ occurred  
(e.g. Argentina, Brazil, Mexiko),
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the state embodies an alliance between the interests of the international-
ized sector of the bourgeoisie and those of public and entrepreneurial 
bureaucracies. The local bourgeoisie links itself to these sectors.

The states connected to foreign enterprises via ‘public enterprises cre-
ated by the state, which come to function as corporations’ and ‘married 
foreign interests with the local bourgeoisie’ (Cardoso and Faletto 1979: 
203). It is the states ‘productive function […] to assure capital accumu-
lation, and since in performing this function, it creates a sector of public 
entrepreneurs’ (Cardoso and Faletto 1979: 210) and its social base. This 
‘state bourgeoisie’ does not simply consist of bureaucrats:

They function, sociologically, as the “officeholders of capital.” For they 
support the accumulation of capital in the state enterprises. Both the accu-
mulation of capital by public enterprises and the placing of national wealth 
(mineral ore, impounded taxes, lands, roadways, etc.) at the disposal of pri-
vate capital are fundamental requirements for the advancement of associat-
ed-dependent capitalism. (Cardoso and Faletto 1979: 210)

The class alliance that dominates such states consists of ‘the local entre-
preneurial sector, associated with the multinational foreign enterprises, 
and the state productive sector’. It

may organize itself institutionally within the context of authoritarian-
ism, restricted democracy, or totalitarianism. There is little credibility in 
its structural compatibility with substantive forms of mass-democracy, 
populism, or even traditional caudillo (bossist) authoritarianism, since 
in these regimes the requisite policies leading to the expansion of indus-
trial dependent capitalism become difficult to implement, because of the 
masses’ interests in economic redistribution and political participation. 
(Cardoso and Faletto 1979: 210f.)

The integration of peripheral economies into global TNC capitalism 
bore the chance to develop the productive forces and bring wealth to 
sections of societies but for the price of polarization and disintegration: 
Sunkel (1973: 291f., and 309f.) talks of a process of national disintegra-
tion by integration into transnational capitalism. The national sectors of 
production (integrated into the international system) exert influences 
on technological, cultural, and ideological levels. ‘STRICTU SENSU’, 
argue Cardoso and Faletto (1979: 201),
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the capacity for action of various Latin American states has increased. In 
this sense, one might consider that they are “less dependent”. Our concern 
is not, however, to measure degrees of dependency in these terms, - which 
fail to ask, “less for whom? for which classes and groups?” Which classes 
have become more sovereign? Which alliances and class interests within 
each country and at the international level lead the historical process of 
economic development?

Consequently, Cardoso and Faletto (1976: 217ff.) were rather sober as 
far as expectations into transnational capitalism were concerned. If there 
was a progressive element, it was the development of productive forces. 
What was now labeled ‘new’ dependency in neo-imperialism and transna-
tional capitalism brought ‘more dynamic forms of dependence’ replaced 
‘quasi-colonial situations’ and allowed ‘greater degrees of maneuver to 
the national states and to the bourgeoisies locally associated to the state 
and to the multinationals’ (Cardoso 1977a: 20). But still, multinational 
companies based in core countries had a monopoly on technological 
progress. The international division of labor continued, it was based on 
‘unequal forms of appropriation of the international surplus, and on the 
monopolization of the dynamic capitalist sectors by the central countries’ 
(Cardoso 1977a: 20).

In fact, dependency, monopoly capitalism and development are not contra-
dictory terms: there occurs a kind of dependent capitalist development in 
the sectors of the Third World integrated into the new forms of monopo-
listic expansion. […] Today for G.M. or Volkswagen, or General Electric, 
or Sears Roebuck, the Latin American market, if not the particular market 
in each country where those corporations are producing in Latin America, 
is the immediate goal in terms of profit. So, at least to some extent, a 
certain type of foreign investment needs some kind of internal prosper-
ity. There are and there will be some parts of dependent societies, tied 
to the corporate system, internally and abroad, through shared interests. 
(Cardoso 1972: 89f.)

There were efforts to radically break with types of ‘development that is 
tied to international capitalist-oligopolistic expansion’, as Cardoso and 
Faletto (1979: 200) put it, which ‘were not limited to the politics of the 
guerrilla’ but included the ‘Chilean popular unity of the Allende period’ 
where
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the state was viewed not as a “bourgeois institution” to be destroyed, but 
as the lever for a possible total transformation of society, on condition that 
its control remain in the hands of popular forces. Both the battle between 
classes and the basic dependency relationship find in the state a natural 
crossroads. The contradiction of a state that constitutes a nation with-
out being sovereign is the nucleus of the subject matter of dependency. 
(Cardoso and Faletto 1979: 200)

Divorcing the state from the nation seems to have been essential for the 
new—and more strained—class relations. Despite economic growth, 
increasing wealth, and urbanization, ‘the existential, social, and eco-
nomic problems of a majority of the population’ (Cardoso and Faletto 
1979: 201) were not eliminated, but sometimes even aggravated:

Under these conditions, the state and the nation have become separated: 
all that is authentically popular, even if lacking the character of specific class 
demands, has come under suspicion, is considered subversive, and encoun-
ters a repressive response. (ibid.: 202)

Problems that were being confronted and absorbed in capitalist core 
countries like income distribution, minority movements, feminist or 
youth demands

appear threatening to the existing order. From the perspective of domi-
nant classes, the nation has become increasingly confused with the state, 
and the latter in turn has identified its interest with theirs, resulting in the 
confusion of the public interest with the defense of the business enterprise 
system. (ibid.: 202)

Consequently, the character of the state changed drastically in transna-
tional capitalism. ‘If the state has expanded and fortified itself ’, empha-
size Cardoso and Faletto (1979: 201),

it has done so as the expression of a class situation which has incorporated 
both threats of rupture with the predominant pattern of capitalist devel-
opment […], and policies of the dominant classes favorable of the rapid 
growth of the corporate system, to alliances between the state and busi-
ness enterprises, and to the establishment of interconnections, at the level 
of the state productive system, between “public” and multinational enter-
prises. To accomplish this, the state has assumed an increasingly repressive 
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character, and dominant classes in a majority of countries have proposed 
policies increasingly removed from popular interest. They have rendered 
viable a “peripheral” capitalist development, adopting a growth model 
based on replication - almost in caricature of the consumption styles and 
industrialization patterns of the central capitalist countries.

2.5  develoPment and socialism: waiting  
for the 12th of never?

Dependency theorists envisaged overcoming dependence and transcend-
ing capitalism into a socialist model of society. What this socialism would 
look like, was not much elaborated. Frank, in retrospect, assessed the 
dependency schools efforts critically:

The question we did not adequately address was how to eliminate depend-
ence. True there were different schools that offered in part similar and in 
important respects different anti-dependence theory, policy and praxis. 
They reigned from the most social democratic reformist “dependent 
development” of Fernando Henrique Cardoso to the most “revolution-
ary socialist” “Underdevelopment or Revolution” of Frank, Rui Mauro 
Marini, and Theotonio Dos Santos and others in between. Samir Amin 
and I saw delinking or deconnexion from the world capitalist economy 
externally and socialism internally as the only paths to salvation. In retro-
spect our positions were not nearly as different as we claimed at the time, 
and on the question of what to do to eliminate dependence we were all 
wrong [all of us and altogether]. (Frank, n.y.)

Already at that time, there were not many policy options. A bourgeois 
revolution against transnational capitalism was seen unrealistic, depend-
ency theorists offered substantial critique of modernization theory, 
pointed out the interrelation between the internal and the external, 
and advanced a more sophisticated approach toward class relations. As 
a consequence, alliances with the national bourgeoisie were not deemed 
constructive or feasible. Dos Santos called the national bourgeoisie 
‘dominated dominators’ (cf. Bienefeld and Godfrey 1982: 5). Industrial 
development was possible in the periphery but without overall (societal) 
development. With the ‘new dependence’ the use of immediate force as 
means of expropriation retreated to the background:
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At an advanced stage of peripheral development the reproduction of the 
system can be guaranteed without directly controlled investment or direct 
political intervention merely through technological domination based on 
an increasing technological gap and combined with the existence of local 
social classes and strata, integrated through their consumption patterns 
(therefore their real interests) and through the ideology which usually 
accompanies it (renunciation of patriotic nationalism, the reduction of all 
ideology to consumerism, etc.). This is precisely the major significance of 
neo-colonialism and neo-imperialism. (Amin 1974: 22)

And a socialist utopia? Stalin used the concept of ‘socialism in one coun-
try’. There was a remarkable industrialization process after revolutionary 
Russia had remained victorious against internal and external counterrev-
olutionary armies on its soil and showed resilience against international 
isolation. However, the quick process of ‘socialist primitive accumula-
tion’ was—as the original capitalist version—based on immense atroci-
ties. As a matter of fact, world-systems theorists discussed whether state 
socialist countries should be explained as catching-up process within the 
capitalist world system (Chase-Dunn 1982). Dieter Senghaas (1979b: 
412, endnote 50) seems to have followed a similar notion. He argued 
that socialism in the periphery had the function to homogenize struc-
tural heterogeneous societies which would become partners of capitalist 
metropolis again after consolidation (but without peripherization).

Already in the international arena of the cold war, political alternatives 
were difficult to establish, especially outside the Soviet sphere of inter-
est. Arrangements with the Soviet Union were necessary and could fail 
for ideological or geopolitical reasons (or both). While the Soviet Union 
protected Cuba, it did little to support the democratically elected govern-
ment of Salvador Allende in Chile. Furthermore, the ability of the Soviet 
Union to intervene in the periphery was being impaired by growing 
dependency on food imports in the 1970s, furthermore it became una-
ble to fully meet the oil supply of its allies (Seers 1983: 85). Yugoslavia 
was a communist experiment that emancipated from Soviet influence but 
needed benevolent support from the capitalist core—which was possi-
ble due to its geopolitical position (cf. Weissenbacher 2005). But with-
out strong Soviet support the contradictions for the peripheral Marxist 
experiment in Yugoslavia were more accentuated. On the one hand, 
the Yugoslav state was to form the productive forces which should ena-
ble and build the base for a socialist society, on the other hand the state 
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was to whither away in preparation for a communist society. The con-
sequence was a ‘self-dissolving of the development state’ (Weissenbacher 
2009). Ultimately, also the group of non-allied countries (Yugoslavia 
was a founding member) could only unsuccessfully challenge core capi-
talist countries with a common strategy in order to reduce dependencies 
(‘collective self-reliance’). These countries of the periphery pushed for a 
new international economic order (NIEO). But a key difficulty for com-
mon policies was that such a heterogeneous group of countries then also 
included those with authoritarian rulers (Villamil 1979: 8).

One could argue a lack of world revolutionary perspective in depend-
ency thinking (cf. Brenner 1977). The expropriation of the periphery 
by the core is a constituent element of global capitalism as perceived by 
dependency authors. Instead of an overall movement of workers in core 
and periphery against the global bourgeoisie, the dependency school 
would imply a complicity of core countries’ workers with core capitalists 
against the periphery. And indeed, one could derive such thinking from 
a thread of the dependency school: The complicity of workers in core 
countries in the expropriation of workers in the periphery prominently 
reentered the discussion via the controversial work of Arghiri Emmanuel 
on unequal exchange (1972; cf. Fischer and Weissenbacher 2016) who 
seems to have run into difficulties and contradictions by trying to press his 
observations into empirical laws. Marxist critique also pointed at the differ-
ence between exploitation of workers and appropriation of surplus value:

It is, to say the least, curious that Emmanuel should […] draw the explo-
sive conclusion that the labourers of the underdeveloped countries are 
more exploited than those of the developed countries, in the sense that the 
latter benefit from imperialist exploitation. The ultimate consequence is 
the absence of international solidarity between workers, the class struggle 
being henceforth between rich countries and poor countries. But, looking 
closely at the schemes of inequality of exchanges one simply notices that 
the transfer of surplus value takes place from the hands of the capitalists in 
[the peripheral country] to the hands of the capitalists in [the core coun-
try]; the appropriation of surplus-value – not to be confused with exploita-
tion – is made by one capitalist class at the expense of another, and not 
by one working class from another. Without any transfer of surplus-value 
from [the peripheral to the core country] nothing would be changed in 
the rate of exploitation of the workers of [the peripheral country], except 
that then the capitalists of the dominated nation would keep for them-
selves the surplus-value that they have extracted from their own workers. 
(Palloix 1972 [1970]: 85)
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Similarly the Belgian Marxist Ernest Mandel emphasized that—other 
than Emmanuel’s assumption of an average international rate of profit—
national rates of profits continue to coexist with uneven rhythm of cap-
ital accumulation adding to uneven development. Wages—value and 
price of labor—were not the root of unequal exchange, as argued by 
Emmanuel, but the consequence of uneven global capitalism (Fischer 
and Weissenbacher 2016: 147ff.).

Johan Galtung (1971: 83f., and 112; 1972: 36ff.) also uses the ‘gen-
eral idea’ of a labor aristocracy which he draws from Lenin. But Galtung 
incorporates this idea into the relations of his imperialism theory, where 
the periphery of the core nation has a certain shared interest with the 
core of a core nation. He defines imperialism as ‘relation between a 
Center and a Periphery nation’ (Galtung 1971: 83):

The basic idea is […] that the center in the Center nation has a bridgehead 
in the Periphery nation, and a well-chosen one: the center in the Periphery 
nation.

Galtung (1971: 83) delineates international relations in his ‘structural 
theory of imperialism’ as follows:

(1) there is harmony of interest between the center in the Center nation and 
the center in the Periphery nation,
(2) there is more disharmony of interest within the Periphery nations than 
within the Center nations,
(3) there is disharmony of interest between the periphery in the Center 
nation and the periphery in the Periphery nation.

Osvaldo Sunkel (1972: 278ff., and 309ff.) offers an analysis of regions, 
sectors, and classes in the global capitalist economy that seems much 
more elaborated. The structural heterogeneity is not only a matter of 
peripheral countries but also core countries. Since integration into the 
global TNC sector determines structural heterogeneity, and this overall 
integrated sector is dominated by TNC from core countries, not-inte-
grated, marginalized sectors are bigger in peripheral and small in core 
countries. Classes are not separated into integrated versus marginal-
ized sector, they are being more structured by the penetration of TNC 
capitalism than just along the lines of workers-capitalists, similar to 
the production of a spatial ‘structural heterogeneity’. Integrated and 
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marginalized sector, both consist of entrepreneurs, middle class, and 
workers. To put it another way, international TNC capitalism divides 
all classes into integrated and non-integrated/marginalized sectors, 
except that the not-integrated sector also has a big subsector consisting 
of ‘absolutely marginalized groups’. Class relations are therefore much 
more differentiated.

Certainly the restructuring process of the 1970s, which outsourced 
production into peripheral low wage and low production standards 
economies, increased the ability of core capital to increase pressure on 
workers in core countries as well (and still preserve the social peace, cf. 
Weissenbacher 2008: 103ff.; Fischer and Weissenbacher 2016): imports 
of low wage products allowed maintaining levels of consumption despite 
downward wage pressure, and both added to stabilizing the inflation 
rate. This might have bought off revolts. Outsourcing and pressure on 
workers in core countries were the strategic answer to the twin crisis 
(decreasing profitability and overproduction) by the economic and politi-
cal elite in core countries, argues Smith (2012). This seems to suggest an 
ability to divide and fraction workers on a global level to a much larger 
extent than it was suggested by Johan Galtung. Edward Soja would 
later talk of vertical and horizontal class struggles (see below). As with 
the European Dependency School later on, socialism in the periphery 
seemed for Latin American dependistas—with no global radical change 
in sight—an immediate defensive action against penetrative global 
capitalism.

2.6  self-reliance: concePt and develoPment  
theory in Progress

Among the vast literature treating self-reliance, the peace researcher 
Johan Galtung has written very extensively and prominently on the con-
cept of ‘self-reliance’ (SR). He drew on multiple origins of the concept, 
e.g. Chinese, Korean, Tanzanian, and Indian (Galtung 1976a). The 
European dependency school would again draw on SR (and on Galtung) 
in the concepts of ‘collective’ or ‘selective’ self-reliance. Galtung pro-
posed the politics of SR as

an important part of the contemporary history – an effort to undo 
five centuries of dependency on the West […]. […] If self-reliance 
is the antithesis of dependence […], then there is something to gain in 
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understanding using the English language as a guide. For “dependence” 
has two negations in English, both of them implicit in the idea of self-re-
liance: independence and interdependence. The meaning of independence 
is autonomy, that invaluate combination of self-confidence, a high level of 
self-sufficiency and fearlessness out of which invulnerability is forged. The 
meaning of interdependence is equity, which means a style of cooperation 
that does not engender new patterns of dependence. Very often this can 
best be done by cooperating with one’s geographical neighbor – but there 
may be social neighbors further out in space. (Galtung 1976b: 1f.)

SR was seen as an ‘open-ended’ concept that had a certain ‘nucleus of 
content’ (Galtung 1976a: 1). The

basic rule of self-reliance is this: produce what you need using your own 
resources, internalising the challenges this involves, growing with the chal-
lenges, neither giving the most challenging tasks (positive externality) to 
somebody else on which you become dependent or export negative exter-
nalities to somebody else to whom you do damage (who may also become 
dependent on you). Self-reliance cuts both ways: it preserves the positive 
externalities by trading much less upwards, protects others against the nega-
tive externalities by trading much less downwards. It is a measure of economic 
defence as well as a pact of economic non-aggressiveness. (Galtung 1985: 6)

Internalizing externalities is, for Galtung (1976a: 12), one of the most 
important factors in favor of SR:

[B]y relying on one’s own forces, a genuine development of oneself, indi-
vidually and collectively takes place. Much less is lost by reinventing some-
thing invented elsewhere already than by casting oneself in the role of the 
learner and imitator. In conventional terms: the research and development 
facilities may be clumsy – whatever that means – but they are one’s own, 
as are the mistakes, and it is from own mistakes, not from those made by 
others, there is more to learn.

‘The whole theory of self-reliance is a total rejection’ (Galtung 1985: 6) 
of the capitalist division of labor but SR is not against trade (when pro-
duction is short of consumption). Trade should be arranged, however, 
best between equal partners (periphery–periphery is preferable to core– 
periphery) with equal structures, intra-sectoral and not inter-sectoral (like 
primary products against industrial goods or services) in order to keep 
‘the exchange […] as equal as possible’ (Galtung 1985: 7).
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One field of production should be carried out in such a way that the coun-
try is at least potentially self-sufficient, not only self-reliant: production for 
basic needs, particularly food, clothing and shelter, energy, arms or what-
ever is needed for home defence. (Galtung 1985: 7f.)

Galtung’s concept of SR builds on solidarity and participation,  mobilizing 
of own resources, development of own capabilities, adoption of new 
methods and technology in the own environment. ‘[S]elf-reliance is pro-
foundly anti-capitalist’ (Galtung 1976a: 6), ‘is psycho-politics as much as 
economics, or both’ (Galtung 1985: 8). It includes material and nonma-
terial production and values, and strongly safeguards the natural environ-
ment and its resources. The economic principle of SR prioritizes use to 
exchange values (Galtung 1976a: 6). All in all, there is a clear tendency to 
overcome contradictions seen inherent to the capitalist mode of produc-
tion. SR can be applied to the regional, the national, and the local level,

through increased cooperation and innovative behavior of a type that 
respects local conditions a horizontal infra-structure will emerge as a basis 
for true autonomy. Through mutual aid the Periphery of today will be 
weaned off its dependency on the Center of today – through partial with-
drawal from the Center and increased reliance on itself – in which case the 
terms “Center” and “Periphery” as applied to the global system will no 
longer be valid. (Galtung 1976a: 13)

SR must not be confused with autarky or self-sufficiency. While

SR policy calls for a certain amount of decoupling from the Center, for 
some time, […] it also calls for recoupling on more equal terms, e.g. for 
intra-sector exchanges. The time for recoupling is not necessarily when 
the former Center is willing to import manufactured goods on equal  
(tariff and nontariff) terms – that is a very limited perspective on the 
matter. Equally important is probably the level of general population 
autonomy, of sufficient self-confidence no longer to be afraid of meeting 
challenges from other self-reliant units. (Galtung 1976a: 18)

In the preface to the collection ‘self-reliance’ (Galtung 1983: 16), it 
becomes clear, however, why the alternative development concept of 
self-reliance was difficult to realize. Concept, principles, and praxis of 
self-reliance
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require without doubt joint action of a strong elite and of conscious peo-
ple, but above all of an elite that is ready or forced to forfeit a rash of 
typical classical group privileges. Our approach is therefore neither colored 
capitalist ‘blue’ nor socialist ‘red’ – it is green, with an emphasis on the 
local level and on participation.

What if the bourgeois classes did not intend or cannot be persuaded  
to transfer power in favor of a new mode of production with an  
anti-capitalist structure and motivation? As the editor of the self-reliance 
collection (Ferdowsi 1983: 10) put it:

A […] problem of the self-relience concept that needs to be resolved 
relates to the question as to who is able to put such a strategy into practice. 
Because it is not enough to know why a target is being striven for but also: 
how can it be reached and by whom. If these questions are not being set-
tled, this strategy will indeed influence our thinking but will not contribute 
to bring concrete changes to the contemporary reality. Because many elites 
in the Third World that might serve as carrier of such a strategy did not – 
with a few exceptions – fullfill such hope.

Galtung’s idea to keep SR an open concept (a work in progress that 
started from a ‘nucleus of content’) seems to have led to a use of aspects 
of self-reliance in a way that carried the danger to contradict the origi-
nal intention. In his introduction to Galtung’s collection, Mir Ferdowsi 
(1983) pointed at the examples of the basic needs strategy and the 
political project of a ‘collective self-reliance’. The basic needs strat-
egy was taken up by the World Bank but harbored the suspicion that 
the basic needs strategy aimed at pacifying the poor by reforms and by 
some (financial) support. Capitalism was stabilized with a policy for the 
periphery instead of changing capitalism with a policy by the periphery 
that enabled people in the periphery to reconstruct their own economies 
(Ferdowsi 1983: 8).

In September 1970, the third conference of non-allied countries pro-
posed collective self-reliance and the spirit of self-reliance in order to 
organize the countries’ socioeconomic progress. In 1976, they agreed 
that only collective self-reliance was an instrument to reach economic 
independence (Ferdowsi 1983: 11). Furthermore, the obvious struc-
tural imbalances between core and periphery in the global economy 
had led to attempts to implement a New International Economic Order 
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(NIEO), e.g. the Sixth Special Session of the UN Assembly approved a 
Declaration and Action Program on the establishment of an NIEO in 
1974 (Villamil 1979: 7f.; Galtung 1983 [1978]: 23f.). Galtung (1983 
[1978]: 25ff.) was optimistic regarding implementation of an NIEO in 
the 1970s, although he saw aspects of the NIEO skeptically. The old 
economic order would change into the NIEO, and then to self-reliance. 
The latter process would not happen without violence.

The reaction of the core will consist of supporting the New Economic 
World Order. It hoped it could thereby stop drastically and still in time 
a movement that would destroy the entire classical core-periphery system. 
Another option would be a military solution, particularly staging a mili-
tary coup d‘etat at a local level, or an economic manipulation before sin-
gle countries were able to establish a system of self-reliance. But there are 
many other methods to preserve Western predominance, and the elites of 
these countries are very well aware of this fact – they have been able to 
gain much hands-on experience recently. (Galtung 1983 [1978]: 31)

Indeed, initiatives to change the international mode of production, 
which was considered unjust and wasteful by many, faced open and 
covered resistance. The directors of the UN Ecological (UNEP) and 
Development (UNCTAD) Programs received a ‘three feet long tele-
gram’ (Galtung w/o year) by US foreign minister Henry Kissinger dis-
approving the Cocoyoc Declaration (1974). The Trilateral Commission, 
a private organization founded in 1973, brought together leading figures 
from transnational capitalism and politicians from the USA, Europe, and 
Japan. It meant to coordinate governments from core countries in order 
to shape a corporate-friendly globalization process and counter the influ-
ence of periphery governments in the global decision-making process 
(Villamil 1979: 8ff.).

The group of non-allied countries was very heterogeneous, the com-
mon interest was overcoming dependence on the core. As the Tanzanian 
president Nyere (quoted in Hein 1980: 68) put it at the conference of 
the Group of 77 in Arusha in 1977:

The Group of 77 does not share an ideology. Some of us are avowedly 
“Scientific” Socialists, some just plain socialists, some capitalist, some the-
ocratic, and some fascist! … What we have in common is that we are all, in 
relation to the developed world, dependent – not interdependent – nations.



2 STUDYING DEPENDENCIES: A CONCEPTUAL FRAMEWORK …  45

Clearly a ‘collective’ strategy meant something else for such a  
heterogenous group than in the SR concept of Johan Galtung. 
Alternative development could mean certain success in capitalist indus-
trial development for some and possibly climbing the ladder in the inter-
national hierarchy. The accumulation crisis in the core had strengthened 
capitalist subcenters in the periphery, and south-south economic rela-
tions also increased. But the effect was a more differentiated polarization 
and uneven development in the global south. This has to be seen in the 
framework of the development process of global capitalism (Hein 1980: 
96f., and 108ff.). Mir Ferdowsi (1983: 11) drew sober conclusions:

The development of a privileged group of developing countries did not 
only impede the development of other, poorer countries. It also contrib-
uted to a situation in which countries in Africa, Asia, and Latin America 
rose to regional predominance which produced new power relations and 
dependencies in the Third World. Only before this background one can 
explain the attractiveness of collective self-reliance – without individual and 
national self-reliance – for the elites of the Third World. Because collective 
self-reliance is by all means suitable to contribute to the power of the elites 
without influencing internal structures, respectively power relations within 
the countries being influenced or even contributing to a transformation of 
societies’ relations.

In such a framework alternative development could easily be reduced 
to industrial development. Those scenarios that envisaged TNC as the 
(only) carrier and diffuser of capital and technology (also necessary 
in collective self-reliance considerations), TNC needed to be (‘col-
lectively’) controlled (cf. Wohlmuth 1980). But, again, this would 
at best lead to industrial development but neither to core type cap-
italism nor to a change in the mode of production envisaged by a 
broader sense of alternative development (Amin 1981: 534ff.). There 
was indeed hope that industrial development could be brought to the 
periphery. The Lima Declaration of the UN organization for indus-
trial development (UNIDO) in 1975 encouraged industries of the 
industrialized countries to redeploy production to the periphery. This 
process of reorganization, however, tended to give multinational com-
panies the opportunity to regain profitability through outsourcing  
(Fiejka 1981).
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Given these divergent approaches, and particularly if changing the 
mode of production is seen important for an alternative development, 
one can follow Hein’s (1980: 69) definition:

[T]he term “Collective Self-Reliance” (CSR) [is being] reserved for the 
cooperation between such countries that also pursue an individual strategy 
of “Self-Reliance”, i.e. having separated themselves – among other things 
by state control of external economic relations – from an integration into 
the capitalist world market predominantly connected by market relations, 
i.e. having “dissociated” them. All other measurements are for the time 
being simply called “cooperation among developing countries”. Thereby 
one not only avoids a mystification connected with a not justified use of 
the term “Self-Reliance” but also resolves the common ambivalence in 
using the term “CSR” in works that confront the “New Economic World 
Order” critically.

What remained of NIEO was in fact a ‘New International Division of 
Labor’, as described by Fröbel et al. (1977). More recently it has been 
interpreted at the crossroads between Fordism and the age of financial-
ization as ‘strategic response to the twin crises of declining profitability 
and overproduction that resurfaced in the 1970s in the form of stagfla-
tion and synchronized global recession’ (Smith 2012: 40). The Volcker 
Shock 1979 helped restoring US hegemony and sparked the credit 
(debt) crisis in the periphery (and Comecon countries). Conditions for 
new credits and debt restructuring subordinated countries in the periph-
ery under policies later called ‘Washington Consensus’.

references

Abu-Lughod, Janet L. 1989. Before European Hegemony: The World System A.D. 
1250–1350. New York and Oxford: Oxford University Press.

Amin, Samir. 1974. Accumulation on a World Scale: Acritique of the Development 
of Underdevelopment, vol. 1. New York and London: Monthly Review Press.

Amin, Samir. 1975 [1973]. Die ungleiche Entwicklung. Essay über die 
Gesellschaftsformationen des peripheren Kapitalismus. Aus dem Französischen 
von Hildegard und Hartmut Elsenhans. Hamburg.

Amin, Samir. 1981. Some Thoughts of Self-Reliant Development, Collective 
Self-Reliance and the New International Economic Order. In The World 
Economic Order: Past and Prospects, ed. Sven Grassman and Erik Lundberg, 
534–552. London and Basingstoke: Macmillan.



2 STUDYING DEPENDENCIES: A CONCEPTUAL FRAMEWORK …  47

Bienefeld, Manfred, and Martin Godfrey. 1982. Introduction. In The Struggle for 
Development: National Strategies in an International Context, ed. Manfred 
Bienefeld and Martin Godfrey, 1–24. Chichester et al.: Wiley.

Boianovsky, Mauro. 2015. Between Lévi-Strauss and Braudel: Furtado and the 
Historical-Structural Method in Latin American Political Economy. Journal of 
Economic Methodology 22 (4): 413–438.

Braudel, Fernand. 1992 [1985]. Chinesen, Araber … hatte nur Europa eine 
Chance? In 1492: die Welt zur Zeit des Kolumbus. Ein Lesebuch, ed. Rainer 
Beck, 187–197. München (=Beck’sche Reihe 460).

Brenner, Robert. 1977. The Origins of Capitalist Development: A Critique of 
Neo-Smithian Marxism. New Left Review I/104 (July–August): 25–92.

Brown, Ken. 1994. Word for Word/Fernando Henrique Cardoso; Having Left 
Campus for the Arena, Winner in Brazil Shifts to Right. New York Times, 
November 20. http://www.nytimes.com/1994/11/20/weekinreview/
word-for-word-fernando-henrique-cardoso-having-left-campus-for-arena-win-
ner.html, http://www.nytimes.com/1994/11/20/weekinreview/word-for-
word-fernando-henrique-cardoso-having-left-campus-for-arena-winner.html 
(November 26, 2014).

Cardoso, Fernando Henrique. 1972. Dependency and Development in Latin 
America. New Left Review 74: 83–95.

Cardoso, Fernando Henrique. 1977a. The Consumption of Dependency Theory 
in the United States. Latin American Research Review 12 (3): 7–24.

Cardoso, Fernando Henrique. 1977b. Current Theses on Latin American 
Development and Dependency: A Critique. Boletín de Estudios 
Latinoamericanos y del Caribe 13 (22): 53–64.

Cardoso, Fernando Henrique, and Enzo Faletto. 1976. Abhängigkeit und 
Entwicklung in Lateinamerika. Frankfurt/Main: Suhrkamp.

Cardoso, Fernando Henrique, and Enzo Faletto. 1979. Dependency and 
Development in Latin America. Berkeley, Los Angeles, and London: 
University of California Press.

CEPAL (ed.). n.y. Raúl Prebisch and the Challenges of Development of the XXI 
Century. Textos Esenciales: Introduction to Keynes. http://prebisch.cepal.org/
en/works/introduction-keynes (August 11, 2015).

Chase-Dunn, Christopher (ed.). 1982. Socialist States in the World System. 
Beverly Hills: Sage.

Chilcote, Ronald. 1978. A Question of Dependency. Latin American Research 
Review 13 (2): 55–68.

Cocoyoc Declaration, The. 1974. Adopted by the Participants in the United 
Nations Environmental Program (UNEP) and United Nations Conference on 
Trade and Development (UNCTAD) Symposium on ‘Patterns of Resource 
Use, Environment and Development Strategies’, October 8–12, Cocoyoc, 
Mexico.

http://www.nytimes.com/1994/11/20/weekinreview/word-for-word-fernando-henrique-cardoso-having-left-campus-for-arena-winner.html
http://www.nytimes.com/1994/11/20/weekinreview/word-for-word-fernando-henrique-cardoso-having-left-campus-for-arena-winner.html
http://www.nytimes.com/1994/11/20/weekinreview/word-for-word-fernando-henrique-cardoso-having-left-campus-for-arena-winner.html
http://www.nytimes.com/1994/11/20/weekinreview/word-for-word-fernando-henrique-cardoso-having-left-campus-for-arena-winner.html
http://www.nytimes.com/1994/11/20/weekinreview/word-for-word-fernando-henrique-cardoso-having-left-campus-for-arena-winner.html
http://prebisch.cepal.org/en/works/introduction-keynes
http://prebisch.cepal.org/en/works/introduction-keynes


48  R. WEISSENBACHER

Dos Santos, Theotonio. 1970. The Structure of Dependence. American 
Economic Review 60 (2): 231–236.

Emmanuel, Arghiri. 1972. Unequal Exchange: A Study of the Imperialism of 
Trade. New York: Monthly Review Press.

Ferdowsi, Mir. 1983. Editorisches Vorwort. In Galtung, Johan, Self-Reliance. 
Beiträge zu einer alternativen Entwicklungsstrategie, ed. Mir Ferdowsi, 5–11. 
München: Minerva.

Fiejka, Zdisław. 1981. Implementing the New International Economic Order 
(NIEO): Attempts at Regulating the Structure of World Industry. In 
Dependency Theory: A Critical Reassessment, ed. Dudley Seers, 150–159. 
London: F. Pinter.

Fischer, Karin, and Rudy Weissenbacher. 2016. Ungleicher Tausch – 
Grundannahmen, Widersprüche und aktuelle Bedeutung eines umstrittenen 
Theorems. Z. Zeitschrift Marxistische Erneuerung 27 (105): 140–157.

Foster-Carter, Aidan. 1979. Marxism Versus Dependency Theory? A Polemic. In 
Millennium: Journal of International Studies 8 (3): 214–234.

Frank, André Gunder. 1972. Lumpenbourgeoisie: Lumpendevelopment. 
Dependence, Class, and Politics in Latin America. New York and London: 
Monthly Review Press.

Frank, André Gunder. 1974. Dependence Is Dead, Long Live Dependence and 
the Class Struggle: An Answer to Critics. Latin American Perspectives 1 (1): 
87–106.

Frank, Andre Gunder. n.y. Personal Research Interests for Public Policy Practice. 
In Andre Gunder Frank Official Website, ed. Róbinson Rojas. http://rrojas-
databank.info/agfrank/research.html#DEPENDENCE (April 26, 2016).

Fröbel, Folker, Jürgen Heinrichs, and Otto Kreye. 1977. Die neue internation-
ale Arbeitsteilung: strukturelle Arbeitslosigkeit in den Industrieländern und die 
Industrialisierung der Entwicklungsländer. Reinbek bei Hamburg: Rowohlt.

Furtado, Celso. 1967. La concentración del poder económico en los Estados 
Unidos y sus proyecciones en América Latina. Estudios Internacionales 1 
(3–4): 323–336.

Galtung, Johan. 1971. A Structural Theory of Imperialism. Journal of Peace 
Research 8 (2): 81–117.

Galtung, Johan. 1972. Eine strukturelle Theorie des Imperialismus. In 
Imperialismus und strukturelle Gewalt. Analysen über abhängige Reproduktion, 
ed. Dieter Senghaas, 29–104. Frankfurt/Main: Suhrkamp.

Galtung, Johan. 1976a. Self-Reliance: Concept, Practice and Rationale. In 
Transcend International. https://www.transcend.org/galtung/papers/Self-
Reliance%20-%20Concept,%20Practice%20and%20Rationale.pdf (May 23, 
2017).

Galtung, Johan. 1976b. The Politics of Self-Reliance. In Transcend International. 
https://www.transcend.org/galtung/papers/The%20Politics%20of%20Self-
Reliance.pdf (May 23, 2017).

http://rrojasdatabank.info/agfrank/research.html#DEPENDENCE
http://rrojasdatabank.info/agfrank/research.html#DEPENDENCE
https://www.transcend.org/galtung/papers/Self-Reliance%20-%20Concept%2c%20Practice%20and%20Rationale.pdf
https://www.transcend.org/galtung/papers/Self-Reliance%20-%20Concept%2c%20Practice%20and%20Rationale.pdf
https://www.transcend.org/galtung/papers/The%20Politics%20of%20Self-Reliance.pdf
https://www.transcend.org/galtung/papers/The%20Politics%20of%20Self-Reliance.pdf


2 STUDYING DEPENDENCIES: A CONCEPTUAL FRAMEWORK …  49

Galtung, Johan. 1983 [1978]. Self-Reliance. Beiträge zu einer alternativen 
Entwicklungsstrategie, ed. Mir Ferdowsi. München: Minerva.

Galtung, Johan. 1985. Towards a New Economics: On the Theory and Practice 
of Self-Reliance. In Transcend International. https://www.transcend.org/
galtung/papers/Towards%20a%20New%20Economics-On%20the%20
Theory%20and%20Practice%20of%20Self-Reliance.pdf (May 23, 2017).

Harris, Abram. 1942. Sombart and German (National) Socialism. Journal of 
Political Economy 50 (6): 805–835.

Hein, Wolfgang. 1980. Zusammenarbeit zwischen Entwicklungsländern – Ansatz 
für “Kollektive Self-Reliance” oder Voraussetzung für die weitere Entfaltung 
abhängiger Akkumulation? In Self-Reliance als nationale und kollektive 
Entwicklungsstrategie, ed. Khushi Khan, 67–127. München und London: 
Weltforum (=Weltwirtschaft und internationale Beziehungen 20).

Hurtienne, Thomas. 1981. Peripherer Kapitalismus und autozentrierte 
Entwicklung – Zur Kritik des Erklärungsansatzes von Dieter Senghaas. Prokla 
11 (3): 105–136.

Kay, Cristóbal. 1989. Latin American Theories of Development and 
Underdevelopment. London and New York: Routledge.

Lall, Sanjaya. 1975. Is ‘Dependence’ a Useful Concept in Analysing 
Underdevelopment? World Development 3 (11 and 12): 799–810.

Love, Joseph. 1996. Crafting the Third World: Theorizing Underdevelopment in 
Rumania and Brazil. Stanford: Stanford University Press.

Manoilescu, Mihail. 1937. Die nationalen Produktivkräfte und der Außenhandel. 
Berlin: Junker und Dünnhaupt.

Marx, Karl. 1999 [1887]. Capital: A Critique of Political Economy, vol. I. Marx/
Engels Internet Archive. https://www.marxists.org/archive/marx/works/
download/pdf/Capital-Volume-I.pdf.

Palloix, Christian. 1972 [1970]. The Question of Unequal Exchange: A Critique 
of Political Economy. Bulletin of the Conference of Socialist Economists 2 (1): 
67–94.

Palma, Gabriel. 1978. Dependency: A Formal Theory of Underdevelopment or 
a Methodology for the Analysis of Concrete Situations of Underdevelopment. 
World Development 6 (7–8): 881–924.

Palma, Gabriel. 1981. Dependency and Development: A Critical Overview. 
In Dependency Theory: A Critical Reassessment, ed. Dudley Seers, 20–78. 
London: F. Pinter.

Pimmer, Stefan. 2016. Ich war damals einfach interessiert an diesen neuen 
Paradigmen. In Dieter Senghaas über die deutschsprachige Rezeption der 
Dependenztheorien, ed. Mattersburger Kreis für Entwicklungspolitik. http://
www.mattersburgerkreis.at/site/de/aktuelles/interviews/article/269.html 
(March 31, 2017).

Pomeranz, Kenneth. 2000. The Great Divergence: China, Europe, and the Making 
of the Modern World Economy. Princeton and Oxford: Princeton University 
Press.

https://www.transcend.org/galtung/papers/Towards%20a%20New%20Economics-On%20the%20Theory%20and%20Practice%20of%20Self-Reliance.pdf
https://www.transcend.org/galtung/papers/Towards%20a%20New%20Economics-On%20the%20Theory%20and%20Practice%20of%20Self-Reliance.pdf
https://www.transcend.org/galtung/papers/Towards%20a%20New%20Economics-On%20the%20Theory%20and%20Practice%20of%20Self-Reliance.pdf
https://www.marxists.org/archive/marx/works/download/pdf/Capital-Volume-I.pdf
https://www.marxists.org/archive/marx/works/download/pdf/Capital-Volume-I.pdf
http://www.mattersburgerkreis.at/site/de/aktuelles/interviews/article/269.html
http://www.mattersburgerkreis.at/site/de/aktuelles/interviews/article/269.html


50  R. WEISSENBACHER

Seers, Dudley (ed.). 1981. Dependency Theory: A Critical Reassessment. London: 
F. Pinter.

Seers, Dudley. 1983. The Political Economy of Nationalism. London et al.: 
Oxford University Press.

Senghaas, Dieter (ed.). 1972. Imperialismus und strukturelle Gewalt. Analysen 
über abhängige Reproduktion. Frankfurt/Main: Suhrkamp.

Senghaas, Dieter (ed.). 1974. Peripherer Kapitalismus: Analysen über 
Abhängigkeit und Unterentwicklung. Frankfurt/Main: Suhrkamp.

Senghaas, Dieter (ed.). 1979a. Kapitalistische Weltökonomie. Kontroversen über 
ihren Ursprung und ihre Entwicklungsdynamik. Frankfurt/Main: Suhrkamp.

Senghaas, Dieter. 1979b. Dissoziation und autozentrierte Entwicklung. 
Eine entwicklungspolitische Alternative für die Dritte Welt. In 
Kapitalistische Weltökonomie. Kontroversen über ihren Ursprung und ihre 
Entwicklungsdynamik, ed. Dieter Senghaas, 376–412. Frankfurt/Main: 
Suhrkamp.

Smith, John. 2012. Outsourcing, Financialisation and the Crisis. International 
Journal of Management Concepts and Philosophy 6 (1–2): 19–44.

Sombart, Werner. 1915. Händler und Helden. Patriotische Besinnungen. 
München und Leipzig: Duncker & Humblot.

Sombart, Werner. 1921. Der moderne Kapitalismus. Historisch-systematische 
Darstellung des gesamteuropäischen Wirtschaftslebens von seinen Anfängen 
bis zur Gegenwart. Zweiter Band. Zweiter Halbband. Das europäische 
Wirtschaftsleben im Zeitalter des Frühkapitalismus, vornehmlich im 16., 17., 
und 18. Jahrhundert. Vierte, unveränderte Auflage. München und Leipzig: 
Duncker & Humblot.

Sombart, Werner. 1927. Das Wirtschaftsleben im Zeitalter des Hochkapitalismus. 
Erster Halbband. Die Grundlagen – der Aufbau. München und Leipzig: 
Duncker & Humblot (=Der moderne Kapitalismus. Dritter Band, erster 
Halbband).

Sombart, Werner. 1934. Deutscher Sozialismus. Berlin: Buchholz & Weisswange.
Sunkel, Osvaldo. 1972. Transnationale kapitalistische Integration und Nationale 

Desintegration: Der Fall Lateinamerika. In Imperialismus und strukturelle 
Gewalt. Analysen über abhängige Reproduktion, ed. Dieter Senghaas, 258–
315. Frankfurt/Main: Suhrkamp.

Sunkel, Osvaldo. 1973. Transnational Capitalism and National Disintegration 
in Latin America. In Social and Economic Studies 22 (1): 132–176 (Based on 
earlier works in 1968, see FN 2).

Sunkel, Osvaldo. 1977. The Development of Development Thinking. The IDS 
Bulletin 8 (3): 6–12.

Villamil, José. 1979. Introduction. In Transnational Capitalism and National 
Development, ed. José Villamil, 1–15. Sussex: Harvester Press (=Harvester 
Studies in Development 2).



2 STUDYING DEPENDENCIES: A CONCEPTUAL FRAMEWORK …  51

Weissenbacher, Rudy. 2005. Jugoslawien. Politische Ökonomie einer 
Desintegration. Wien: Promedia.

Weissenbacher, Rudy. 2007. Historical Considerations of Uneven Development 
in East Central Europe. In Dollarization, Euroization and Financial 
Instability: Central and Eastern European Countries Between Stagnation 
and Financial Crisis? ed. Joachim Becker and Rudy Weissenbacher, 35–83. 
Marburg: Metropolis.

Weissenbacher, Rudy. 2008. Keeping Up Appearances: Uneven Global 
Development in a System of Structural Imbalances. Journal für 
Entwicklungspolitik XXIV (4): 78–121.

Weissenbacher, Rudy. 2009. Sozialismus in Jugoslawien. Die Selbstauflösung 
des Entwicklungsstaats. In Sozialismen. Entwicklungsmodelle von Lenin 
bis Nyerere, ed. Joachim Becker and Rudy Weissenbacher, 74–97. Wien: 
Promedia and Südwind (=Historische Sozialkunde/Internationale 
Entwicklung 28).

Wohlmuth, Karl. 1980. Collective Self-Reliance und die Kontrolle 
Transnationaler Konzerne. In Self-Reliance als nationale und kollektive 
Entwicklungsstrategie, ed. Khushi Khan, 323–365. München and London: 
Weltforum (=Weltwirtschaft und internationale Beziehungen 20).



53

The dynamic of theoretical and political developments in Latin America 
had an appeal well beyond the region. Not only had the works of the 
Latin American dependency school been translated. Some of the 
researchers of the research networks presented in this book looked 
back at personal experiences in Santiago de Chile, which had been an 
important center of the Latin American dependency school before 
the coup d’état against the government of Salvador Allende in 1973. 
The Viennese regional development scientist Walter Stöhr and the 
US-American regional planner John Friedmann had been advisors to 
the newly founded Chilean planning bureau in the 1960s (Soms García 
2010: 45). This advice seems to have been financed by the US-American 
Ford Foundation, for which Stöhr had been ‘senior regional planning 
adviser […] in Santiago’ (Stöhr et al. 2001: 269), and which published 
Friedmann’s ‘Generalized Theory of Polarized Development’ in 1967. 
Already a year earlier, Friedmann and Stöhr had presented a paper in 
Vienna, with the title ‘The Uses of Regional Science: Policy Planning 
in Chile’ (Friedmann 1967: 56). The political scientist Dieter Nohlen 
(n.y.), again, was representative of the German Christian-Democrat 
Konrad Adenauer Stiftung in Chile from 1969 to 1972. The British 
development economist, development advisor, and later researcher 
in development studies, Dudley Seers (1983a: xi), had worked for the 
United Nations Economic Commission of Latin America and the 
Caribbean (ECLA/CEPAL) ‘in 1957–1961 under Raul Prebisch […], 
and alongside Osvaldo Sunkel, as well as many other Latin American 
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economists, who were evolving the “structuralist” and “dependency” 
approaches’. Seers had been advisor in 35 smaller countries:

If I had undertaken research mainly in, say China, India, the United States 
and the Soviet Union, my approach would, without doubt be very differ-
ent. I would, for example, be less aware of the special problems of small 
countries (especially vis-a-vis the great powers) and more conscious of the 
importance of regional differences within countries - and of the economic, 
political and social costs of central bureaucracies. (Seers 1983a: x)

In the 1970s, social scientists from the Institute of Development 
Studies (IDS) at the University of Sussex started dealing with questions 
of the European periphery by using methods from development stud-
ies on the European situation (Seers 1977), e.g. Manfred Bienefeld and 
Dudley Seers visited Portugal on behalf of the IDS in order to advise 
the Portuguese government in development planning in 1976 and 1978, 
respectively (Seers 1978: i). Members of the European Association of 
Development Institutes (EADI) joined in and formed a ‘European 
Periphery Group’ (Seers 1983b: ixff.). EADI identified parallels between 
countries and regions of the European periphery with those of the global 
periphery:

The Association’s main focus is the field of development studies, which 
used to mean studies of the problems of the ‘less-developed’ or ‘under-
developed’ or (still more euphemistically) ‘developing’ countries of Africa, 
Asia and Latin America. This, however, was not merely patronising but 
also scientifically indefensible, since it implied that these countries were 
facing fundamental problems which had been solved in Europe – a posi-
tion much harder to defend now than a decade ago. (Seers 1983a: ix)

EADI had been founded in Linz in 1975, and was originally also based 
in Austria. Dudley Seers from IDS was elected first EADI president 
(Van Bilsen 1976: 9f.) and also convenor of the ‘European periphery 
group’. EADI should look at problems familiar from non-European 
regions within the European context: ‘Development studies deal with 
relationships between a dominant “core” of countries and a depend-
ent “periphery”. In Europe we can see a core of rich countries and a 
periphery’ (Seers 1983b: 518). ‘Periphery’ was soon dropped from the 
name because core countries also had peripheral regions, which were 
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to be analyzed as well (Seers 1983c: 519f.). Many publications on 
core–periphery relations originated with this group, among which were 
Underdeveloped Europe: Studies in Core-Periphery Relations (Seers et al. 
1979), Integration and Unequal Development: The Experience of the EEC 
(Seers and Vaitsos 1980), European Studies in Development: New Trends 
in European Development Studies (De Bandt et al. 1980), The Second 
Enlargement of the EEC: The Integration of Unequal Partners (Seers 
and Vaitsos 1982), The Enlargement of the European Community: Case-
Studies of Greece, Portugal, and Spain (Payno and Sampedro 1983), and 
The Crisis of the European Regions (Seers and Öström 1983). This net-
work was very heterogeneous. Moreover, this book discusses a group of  
researchers from the German Development Institute (GDI), above 
all Stefan Musto (1977, 1982, 1985a, 1985b), as a sideline of EADI. 
Musto (1985c), head of the Department of Political Sociology at GDI, 
drew heavily on Seers and dedicated a book to the late Seers (Musto and 
Pinkele 1985). GDI researchers did a number of important studies on 
the peripheral enlargement of the (back then) European Community 
(e.g. Claus et al. 1977; Hummen 1977; Eßer et al. 1978, 1980;  
Eußner 1983).

The collection Underdeveloped Europe: Studies in Core-Periphery 
Relations (Seers et al. 1979) marked ‘a new departure by inquir-
ing whether one can apply in Europe some of the theoretical insights 
obtained from work in the field conventionally called “development 
studies”’ (Seers 1979a: xiii). Using Latin American theories of depend-
ency on Europe was seen fruitful because

the economics taught in Western Europe […], even in its periphery, 
ignores hierarchical relationships between countries, or within them. 
Further, the experience of the ‘Third World’ could well be relevant in 
some respects to some problems of the European periphery – for example 
in dealing with the governments and corporations of the core – if we are 
prepared to study them. (Seers 1979a: xix)

The discussion about the enlargement of what was still the Western 
European integration project of a European Economic Union in 
the 1970s brought core–periphery relations even more to the fore. 
Governments from three Southern European peripheral countries had 
applied for membership (Greece, Portugal, and Spain), with possibly 
more to be considered (Turkey and Cyprus):
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The incorporation of these countries into a predominantly core organi-
sation raises structural issues that are familiar in the development field: If 
unemployment in them were not so great and so chronic, if they had no 
severly depressed regions, if wages were as high in the candidates as in the 
core of Europe, if their economies were diversified and political systems 
stable, enlargement would not raise the profound difficulties it does for the 
existing members of the EEC. (Seers 1979a: xix)

Another network was strongly influenced by the dependency paradigm: 
The school of world-systems analysis of the Fernand Braudel Center in 
Binghamton organized discussions on European core–periphery rela-
tions in the early 1980s (Arrighi 1985a). Giovanni Arrighi coordinated 
a large and important research program investigating Calabria and three 
of its sub-regions (for researchers and publications see: Arrighi and Piselli 
1987) and published a concept for a core–semiperiphery–periphery sys-
tematic (Arrighi and Drangel 1986). A third group met for a symposium 
on ‘Regional policies and political decentralization in Southern Europe’ 
in Heidelberg in 1984. Its geographical focus was on Italy, Portugal, 
and Spain, its research questions dealt with uneven development, polit-
ical decentralization, and regional policies. The network used theoretical 
approaches from development studies, especially the ‘dependency para-
digm’, for the analysis of European regions (Nohlen and Schultze 1985a: 
7).

I distinguish between these networks in their temporary organiza-
tional form, and not in a strict sense. Walter Stöhr (1983a, 1985) partic-
ipated in the EADI—and Heidelberg networks, but in his work he also 
referred to Immanuel Wallerstein from the Binghamton network (Stöhr 
1983b: 117). John Friedmann (1983) took part in the EADI network 
but was also a reference for a number of other authors (e.g. Nohlen 
1985: 12). He was editor and author of a collection on Self-Reliant 
Development in Europe (Bassand et al. 1986), based on a conference of 
the Swiss research program on regional problems, held in cooperation 
with the Swiss National Commission for UNESCO: ‘[T]he strategy of 
self-reliance was accepted from the outset as a legitimate theoretical and 
political alternative to the long dominant export-oriented nature of 
regional studies and regional policies’ (Brugger and Stuckey 1986: 2). 
Having its concepts applied to capitalist core countries, the depend-
ency paradigm had become close to the threshold of being accepted 
in the mainstream of social science. In this book, I cannot offer a 
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comprehensive overview of all networks and authors that used aspects of 
the dependency paradigm on Europe, not even in English or German. 
I will focus on networks and authors closer to international or regional 
development studies.

There were a couple of other important contributions influenced by 
the Latin American Dependency School. Dieter Senghaas very early did 
translation work of the Latin American dependency school into German 
(cf. Pimmer 2016). He and his doctoral student Ulrich Menzel spurred 
a dynamic in development research by using findings from the theory of 
peripheral capitalism on core countries themselves. Not only were mod-
ernization theory’s conclusions inadequate to be transferred from core to 
periphery but the ‘metropolitan’ experience was much more differenti-
ated itself (e.g. Senghaas and Menzel 1979). The renowned Hungarian 
economic historians Iván Berend and György Ránki (e.g. 1982) ‘started 
out as dependency theorists critical of nationalist interpretations of 
Hungarian economic history’ (Reill 2011: 5), ‘having borrowed the 
terms [core and periphery] from [Immanuel] Wallerstein’ (Love 2011: 
33). Here, however, György Ránki (1985) is included in the ‘European 
Dependency school’, because he participated in the Binghamton net-
work. Last but not least, I will refer to the state and class theorist Nicos 
Poulantzas who did not participate in the networks but was an impor-
tant reference for authors (within and outside the networks) concerned 
with dependencies in Europe. He engaged with Latin American scholars 
of dependency (Fernando Cardoso and others at a seminar in Mexico in 
1971, cf. Benítez 1998: 353–398) and seems to have been influenced 
by the Latin American dependency school (Poulantzas 1974: 90). Otto 
Holman (2002: 409) called the works of Alan Lipietz (cf. 1987: 13), an 
early author of the (French) Regulation Theory, who also followed Latin 
American dependency authors, and of Poulantzas versions ‘of depend-
ency theory for Southern Europe’. Poulantzas appears as a prominent 
single author in this book because he goes beyond mere structural analy-
sis and seems to transfer class and state analysis from the Latin American 
dependency paradigm to the European context.

Furthermore, there were other research networks engaging with 
questions of uneven development and the European periphery at that 
time. A conference at the University of Durham in 1982 (‘National 
and Regional Development in the Mediterranean Basin’) led to a col-
lection selecting 13 contributions (Hudson and Lewis 1985a). In con-
text of the ‘Durham-network’, Southern Europe included six countries  
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(France, Greece, Italy, Portugal, Spain, and Turkey) ‘that are most 
closely associated with Northern Europe’ (Hudson and Lewis 1985b: 2). 
Empirical case studies should close a research gap in order to refine the 
theoretical framework for systematic comparative analysis. It was hoped

that we will be able to build up comparative studies during the 1980s 
which will give generalizations about Southern European ‘Models of 
Development’ a closer relationship to contemporary reality than they now 
enjoy. (Hudson and Lewis 1985b: 1)

Hudson and Lewis (1984), again, were among the twelve contributors 
of a volume that was the outcome of a colloquium at the University of 
Exeter (Williams 1984a), where considerations from the dependency 
school and world-systems analysis were included (Williams 1984b).

3.1  states, regions, and struggles between classes 
and sPaces in transnational caPitalism

After World War II, the observation that social inequality in capitalism 
is being manifested also in spatial terms was labeled as backward areas 
and then developing countries. This carried the perception of modern-
ization theory that catching-up to powerful and successful states would 
be possible for all (if the ‘right’ policies were being applied). The Latin 
American dependency school used the concept of ‘periphery’ and 
argued a dependence on the political economy of the capitalist core. The 
European Dependency School used the dependency framework for the 
European situation. Selwyn (1979: 35), for example, argued that any sys-
tem of ‘spatial inequality’ has to be seen in the context of ‘systems of 
social inequality which may be defined in terms of class, occupation or 
ethnic group’. Among the European dependency scholars there had been 
advocates of regional or national alternatives to counter spatial inequali-
ties. Friedmann (1983: 149ff.) pointed at the conflicting interests behind 
the conceptual categories of ‘core’ and ‘periphery’. Different natures of 
conflict had been suggested, region vs. region, capital vs. region, or capi-
tal vs. capital ‘though fought out on the terrain of regions, with multina-
tionals pitted against national and regional fractions of the bourgeoisie’. 
Friedmann distinguishes between ‘two geographies’ that together con-
stitute a ‘unity of opposites’, namely ‘life space’ and ‘economic space’. 
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The imperative of the economic space (and its actors firms and corpora-
tions) dominate life spaces. Economic space is seen as abstract, open, and 
unlimited but also superposing over concrete and territorial life spaces 
such as nations, regions, and communities. Modern societies need both 
spaces for sustenance but they are also in conflict with each other. The 
nature of the economic space is destructive,

its continuous expansion is vital to the reproduction of capitalist rela-
tions as a whole. Expansion occurs ruthlessly, through the destruction of 
inefficient producers and their replacement by firms that are more viable. 
(Friedmann 1983: 151)

In the dominant economic space, with an ideology of capital, values had 
been confused. Life is subordinated and reduced to (earning a) liveli-
hood, becoming equal to consumption, ‘reducing life to a function of 
economic calculation’ (ibid.). The dialectic, Friedmann (1983: 157f., 
FN2) uses, resembles the conflict between ‘life’ and ‘economic’ space. It 
is not one in the Hegelian tradition but

a traditional Eastern concept in which two opposing forces meet and clash 
without ever resolving the contradictions between them. In such a Taoist 
dialectic, the victory of one force over the other would imply the destruc-
tion of the particular system of order they comprise, a system which sus-
tains itself only through conflict […].

The consequence of such reasoning appears to be the end of the capi-
talist mode of production, either by ending forces of (capitalist) expan-
sion, or by capitalist expansion destroying the life spaces necessary for its 
reproduction. Class and spatial dynamics are interwoven in Friedmann’s 
analysis. Capitalist actors of the economic space are seen in firms and 
companies but Friedmann’s antagonisms do not exclude regional capi-
talists siding with workers against TNC. Traditional Marxists often eyed 
such dependency arguments critically (Szentes 1983: 108; cf. Chapter 
6.2). Dudley Seers (1980: 9f.) found that ‘Marxist economics […] in 
its official textbook versions […] shows little interest in geographical 
differences, which would only blur the picture of class conflicts’. The 
political geographer with dependency leaning, Edward Soja (1985: 
176), criticized what he labeled ‘new territorialism’ (regionalists from 
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the ‘European dependency school’: Friedmann and Weaver (1979) and 
Stöhr and Taylor (1981), ‘for its overly romantic and utopian presenta-
tion of regionalism, regional planning, and the territoriality of social life; 
and for its obfuscating interpretation of the history of capitalist devel-
opment, the role of the state, and the nature of territorial politics’. But 
Soja (1980: 209 and 222, cf. also Hadjimichalis (Soja and Hadjimichalis 
1979), who contributed to the EADI network) also offered a contribu-
tion to reconcile the opposing poles in the discussion, namely ‘spatial 
determinism’ and ‘socially constructed space’, respectively. He suggests 
the concept of ‘socio-spatial dialectic’. Space was socially produced and 
organized. Two axes of conflict arise from the capitalist mode of pro-
duction, a vertical (class conflicts) and a horizontal (core–periphery) one. 
Both are seen as inseparable, both can be explained in their interrelation 
only. He defines two forms of class struggle: ‘Thus the transformation of 
capitalism can occur only through the combination and articulation of 
a horizontal (periphery vs. center) and vertical (working class vs. bour-
geoisie) class struggle, by transformation on both the social and spatial 
planes’ (Soja 1980: 224). In the process, spatial resistance must not be 
monopolized by anti-egalitarian policies:

The two forms of class struggle can be made to appear in conflict, espe-
cially with the manipulation of territorial identities under bourgeois 
nationalism, regionalism, and localism. But when territorial consciousness 
is based on the exploitative nature of capitalist relations of production and 
reproduction, and not on parochialism and emotional attachment to place, 
it is class consciousness. The production of space has indeed been socially 
obfuscated and mystified in the development of capitalism, and this has 
allowed it to be used against class struggle. (ibid.: 224)

What was not elaborated, however, was the characteristics of classes and 
how power was organized on a state level. But what are the classes in this 
‘horizontal class struggle’ between core and periphery? If one abandons 
the simplistic logic of modernization theory—as scholars of depend-
ency do—then classes in countries and regions where capitalist indus-
trialization was introduced later, the influence from the outside helped 
shaping structures and agents of development that could lead to differ-
ent development paths, with progressive and regressive elements. Leon 
Trotsky called such processes ‘uneven and combined development’  
(cf. Weissenbacher 2008). The class and state theorist Nicos Poulantzas 
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was familiar with Latin American dependency analysis, which he incor-
porated into his variant of neo-Marxist writing. There are direct refer-
ences to the Latin American dependency school (Poulantzas 1974: 112 
and 2001: 28), but one can find also particular language of dependency 
theorists. Furthermore, Poulantzas had attended an international semi-
nar (on social classes) in Mexico in 1971, where Fernando Cardoso was 
his commentator (cf. Benítez 1998). It is hardly a surprise that many of 
the following accounts by Poulantzas seem to resemble writings of the 
dependency authors presented in Chapter 2. As with the Latin American 
dependency theorists and the authors of the European dependency net-
works, Poulantzas analyzed transnational capitalism (he used the term 
‘mondialization’—globalization) in the era of imperialism and monop-
oly capital: Transnational companies (TNC) form joint ventures and the 
(new) international division of labor runs across borderlines (Poulantzas 
1974, 2001). They control an ‘institutional space’ that runs across 
regions and nations, as Constantine Vaitsos (1980: 24) wrote in the 
EADI network:

For a significant part of production activities and exchange relations, the 
underlying economic and behavioural forces can no longer be adequately 
understood or interpreted on an inter-national or an inter-areas basis. 
Instead, the appropriate framework of analysis appears to be one of cor-
porate internalization. In such a context, decisions and information man-
agement, production and exchange activities, as well as the accumulation 
of resources and capabilities are integrated within the consolidated bound-
aries of a single enterprise control system, with affiliated or related firms 
operating in a number of national jurisdictions.

This corporate internalization alters the economic space of regions and 
nations which thus do not necessarily coincide with political boundaries. 
Corporations are not limited to their economic space of origin, they can 
shift between economic spaces (regions, nations) in order to determine 
where profits are realized, where they are declared, and where processes 
of accumulation and growth take place (Vaitsos 1980: 26). The interna-
tionalization of production and capital accumulation, argues Poulantzas 
(2001: 25ff.), affects the ‘imperialist chain’ of countries as well as every 
single country’s society. Uneven development had always been inte-
gral for capitalism but now domination of countries (as power rela-
tion between countries) is being replaced: Core countries (metropoles) 
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establish, in the imperialist stage, their immediate rule and their mode of 
production within the dominated and dependent social formations them-
selves. This reproduction of power relations chains the periphery to the 
core (metropoles), each country in its own form. Each dependent social 
formation therefore organizes its class and state structures according to 
the structure of these power relations and internalizes them. Poulantzas 
stresses that precapitalist, pre-imperialist (competitive capitalism), and 
imperialist characteristics coexist. He describes social formations as the 
geographical ‘place of the reproduction process and therefore inter-
sections of uneven development in the conditions of modes and forms 
of productions within the class struggle’ (Poulantzas 2001: 30). He 
expected that the internationalization of modes of productions and a 
‘socialization’ of labor (due to its high level of organization in very big 
companies) would ‘objectively increase the international solidarity of 
workers’ (Poulantzas 2001: 59). ‘At the same time’, and this is impor-
tant for our discussion of the ‘vertical and horizontal class struggle’, ‘the 
national form prevails in their struggle that is essentially an international 
struggle’ (ibid.).

Similar to Latin American dependency thinking, for Poulantzas the 
state in the era of monopoly capitalism differs from the one in the lib-
eral era of competitive capitalism. What he labeled ‘authoritarian statism’ 
gives the executive (government) more power in this era. Authoritarian 
statism, however, seems to be the form for core countries, while in 
peripheral countries, ‘for example in Latin America, we are witnessing 
the emergence of a new form of dependent State which […] involves sig-
nificant points of dissimilarity with the new form of State in the domi-
nant countries’ (Poulantzas 2014: 204). ‘Authoritarian statism’, argues 
Poulantzas (2014: 204), ‘is thus dependent upon those structural mod-
ifications in the relations of production and the processes and social 
division of labour which characterize the present phase at both the 
world and the national levels’. In the era of transnational capitalism, 
the (authoritarian) state needs to intervene into the economy to an 
extent that actually also produces crisis although it is meant to coun-
ter structural problems. It seems unclear from this discussion whether 
for Poulantzas the Southern European periphery is in a similar position 
as Latin American states. In any respect, ‘[i]n certain European coun-
tries (France, Italy, Spain, Greece, Portugal) contradictions condense 
into veritable political crises finding expression in a crisis of the State 
itself ’ (Poulantzas 2014: 214). Drawing on Poulantzas, Hadjimichalis  
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(1983: 136) argues that ‘deep historical roots of authoritarian rule in 
southern Europe – due to the mode of articulation of these countries 
with the international division of labour and their internal class struc-
ture – permitted the development of authoritarian statism, parallel with 
the development of formal democratic liberties. The outcome is a direct 
political crisis and a crisis of the State itself ’. Among the consequences 
are the strengthening and weakening of the state, and also a regional cri-
sis that leads to ‘new forms of struggle in Spain, Italy and Greece which 
combine class consciousness with regional and community identity’. 
Regional social movements ‘arise from both objective conditions of une-
ven regional development and subjective conditions of rising regional 
consciousness’, ‘a certain type of […] social practices’ that has a ‘territo-
rial and a multi-class base’ (petty bourgeoisie, peasantry, working class) 
(ibid.: 137f.).

Poulantzas’ analysis sounds like what we have seen from the Latin 
American dependency school in Chapter 2. Frank and Dos Santos 
had been—too strictly if we look at the discussion in Chapter 2— 
criticized for emphasizing external against internal factors of depend-
ence. Especially with Cardoso and Faletto, and their analysis of one 
global capitalism with yet special situations of dependence, the similarity 
between Poulantzas and the Latin Americans seems striking. They talk  
of a complex whole of external forces and ‘internalization of external 
interests’ and the interplay between internal and external forces had led 
to particular social formations with particular classes and forms of states. 
Poulantzas as well perceived internal and external elements of the state 
which he saw coined by class relations. The state ‘must be  considered 
[…], as a material condensation (apparatus) of a relation of force 
between classes and fractions of classes as they are expressed in a spe-
cific manner (the relative separation of the state and the economy giv-
ing way to the very institutions of the capitalist state) at the very heart 
of the state’ (Poulantzas 2008a: 307f.). ‘[T]he state’, argues Poulantzas 
(2008a: 309),

establishes the general and long-term interests of the power bloc (the 
unstable equilibrium of compromises) under the hegemony of a given frac-
tion of monopoly capitalism. The concrete functioning of its autonomy, 
which is limited in the face of monopoly capitalism, seems to be a process 
whereby these intrastate contradictions interact, a process that, at least for 
the short term, seems prodigiously incoherent and chaotic.
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But this establishment of the long-term interest of the power bloc is 
result of struggles between dominating and dominated classes that are 
(also) taking place at the state level (and in its institutions) (Poulantzas 
2014: 40ff.). Poulantzas calls this indirect class rule via the state and its 
institutions ‘relative autonomy of the state’ vis-à-vis the dominant classes 
(Poulantzas 2008b: 280). This relative autonomy seems to allow the 
modern capitalist state to represent

itself as embodying the general interest of society as a whole, as the sub-
stantiation of the ‘will’ of the ‘political body’ that is the ‘nation’. Here 
the concept of hegemony (hegemony-as-political-practice) refers to 
the moment when the political structuration of the dominant classes -  
ideological function, organizational function, leadership, and so on - 
assumes decisive importance in class relations. (Poulantzas 2008c: 89)

It is important for Poulantzas to stress that the state is not a ‘monolithic 
bloc’ (Poulantzas 2008a: 308). Rather, ‘the dominant classes or fractions 
in the capitalist formation emerge as structured into a particular ensem-
ble, via state mediation, by “the hegemony of one social group over a 
series of subordinate groups”’ (Poulantzas 2008c: 103). But there are 
‘class contradictions found, particularly, those between fractions of the 
power bloc that constitute the state’:

They manifest themselves in the form of internal contradictions between 
the diverse branches and apparatuses of the state, while having a privileged 
representative of a particular interest of the power bloc: executive and par-
liament, army, justice, regional-municipal and central apparatuses, various 
ideological apparatuses, and so forth. (Poulantzas 2008a: 309)

Poulantzas (2008d: 179) refers to Marx, Engels and Lenin in arguing 
that ‘members of the state apparatus, which it is convenient to call the 
“bureaucracy” in the general sense, constitute a specific social category 
- not a class’ (Poulantzas 2008e: 41f.). ‘[T]he term social category’, 
Poulantzas (2008f: 201) argues,

designates an ensemble of agents whose principal role is its functioning in 
the state apparatuses and in ideology. This is the case, for example, with 
the administrative bureaucracy which is composed in part of groups of 
state functionaries (civil servants). […] [T]he senior personnel, the top of 
the administrative bureaucracy, generally belong to the bourgeoisie, while 
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the intermediate and lower echelons may belong either to the bourgeoisie 
or to the petty bourgeoisie. These social categories belong to classes and 
do not in themselves constitute classes: they have no specific role of their 
own in production.

In a dependent state, Poulantzas (1976: 12) argues, the ‘state petty 
bourgeoisie’ has substantial weight ‘due to the parasitic growth of the 
state bureaucracy characteristic of this dependent situation’. He calls a 
‘caste’ the ‘administrative bureaucracy’ of capitalist societies which ‘can-
not actually function as a factor totalizing private interests and the gen-
eral interest’ nor ‘as a ‘neutral’ mediator between social classes, as the 
neo-capitalist doctrines of the welfare state would have it’ (Poulantzas 
2008e: 41f.):

This means that, although the members of the state apparatus belong, by 
their class origin, to different classes, they function according to a specific 
internal unity. Their class origin - class situation - recedes into the back-
ground in relation to that which unifies them - their class position: that is 
to say, the fact that they belong precisely to the state apparatus and that 
they have as their objective function the actualization of the role of the 
state. This in its turn means that the bureaucracy, as a specific and relatively 
‘unified’ social category, is the ‘servant’ of the ruling class, not by reason 
of its class origins, which are divergent, or by reason of its personal rela-
tions with the ruling class, but by reason of the fact that its internal unity 
derives from its actualization of the objective role of the state. The totality 
of this role itself coincides with the interests of the ruling class. (Poulantzas 
2008d: 179)

This presentation of a flexible model of a capitalist the state whose appa-
ratus consists of a state bureaucracy that mediates between fractions 
of capitalist classes but also represents the interests of a dominant bloc 
in power reminds of the analysis by Cardoso and Faletto presented in 
Chapter 2. For them as well, the state was not only at the crossroads 
of dependency relationships but also of class struggles in order to win 
state power and institutions first, and then change society as a whole  
(see Chapter 2). In Poulantzas’ (2008e: 43) words,

it is not a question, here and now, of seizing power by direct armed strug-
gle - from the very beginning - but of conquering power. On the other 
hand, still more than in the case of any seizure of power, this conquest can 
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and must be carried out by a hegemonic organization of the working class, 
by an organization which, from its subaltern position, raises itself up to the 
level of a class that already envisages the concrete exercise of power, while 
struggling to conquer it. The ultimate goal of this power in the hands of 
the proletariat is to impart to the ‘democratic’ values of liberty and equal-
ity, negated by the contemporary state and its division from civil society - 
the base – a concrete, material content and meaning that are ‘human’ and 
‘true’, extending to all levels.

While this sounds like a gradual takeover of power, Poulantzas  
(1976: 82) seems to suggest, however, otherwise:

There is certainly always a unity of state power related to the state’s rep-
resentation of the interests of the hegemonic class or fraction, and this is 
the reason why the popular classes can never occupy the state apparatus bit 
by bit, but have to smash it in the transition to socialism; but this should 
not give rise to the idea of the state as a bloc devoid of fissures.

As we have seen in Chapter 2, the Latin American dependency writers 
estimated lowly the role of a national bourgeoisie in Latin America to 
be a promotor of development or put up resistance against transnational 
capital. Poulantzas differentiates capital fractions (sections and size) but 
also offers two principal types of capital groups, the national bourgeoisie 
and the comprador bourgeoisie:

Reference to political and ideological criteria is also important in defin-
ing fractions of the bourgeoisie. Some of its fractions are to be located 
already at the economic level of the constitution and reproduction of cap-
ital: industrial, commercial and financial capital, big and medium capital 
at the stage of monopoly capitalism (imperialism). But precisely at the 
imperialist stage, a distinction arises which is not to be located at the eco-
nomic level alone - the distinction between the ‘comprador’ bourgeoisie 
and the national bourgeoisie. The comprador bourgeoisie is that fraction 
of the class whose interests are constitutively linked to foreign imperialist 
capital (capital belonging to the principal foreign imperialist power) and 
which is thus completely bound politically and ideologically to foreign 
capital. The national bourgeoisie is that fraction of the bourgeoisie whose 
interests are linked to the nation’s economic development and which 
comes into relative contradiction with the interests of big foreign capital.  
(Poulantzas 2008f: 200)
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While the comprador bourgeoisie lacks an own independent base of 
capital accumulation and is an intermediary of the interests of foreign 
(US) capital, the national bourgeoisie can, under certain conditions of 
struggles for national liberation, position itself as ally of popular strug-
gles (Poulantzas 1974: 110ff.). It seems as if the very weakness of the 
national bourgeoisie (including the prospect that there was no fraction 
of bourgeoisie that would have some amount of independence or could 
stand up against penetrating US capital) led Poulantzas to introduce a 
further analytical category: interior or domestic bourgeoisie. Above all, 
the domestic bourgeoisie is a category based in (European) imperialist 
countries competing with the United States. It has its own economic 
and accumulation base and is a result of the internationalization of pro-
duction and its internalization (Poulantzas 2001: 52f.). However, ‘the 
new forms of dependence characterizing the relationships that certain 
dependent countries have with the imperialist centres’, argues Poulantzas 
(1976: 41), ‘permits the emergence or development of a new fraction 
of the bourgeoisie in these countries [Greece, Portugal, Spain]: a frac-
tion which I have referred to elsewhere as the domestic bourgeoisie’. 
We remember that Dos Santos (1970), Cardoso (1977), and Cardoso 
and Faletto (1979) called ‘new dependency’ the core–periphery rela-
tions of TNC capitalism that also had significance in terms of class 
relations of dependent states within the international division of labor.  
For Poulantzas (1976: 41), this means

on the one hand, the rapid destruction of pre-capitalist modes and forms 
of production, on account of the forms assumed by the present imports 
of foreign capital in these countries; on the other hand, the process of 
dependent industrialization, due to the tendency of foreign capital to invest 
in the directly productive sectors of industrial capital, in the current context 
of internationalization of production and capital. […] As this industriali-
zation gets under way, there develop nuclei of an autochtonic bourgeoisie 
with a chiefly industrial character (directly productive capital) […].

I can only briefly point at what seem to be contradictions in Poulantzas’ 
class analysis. An important element of his strategic efforts appears to 
have been his criticism of those communists (as in France) who argued 
for an alliance with fractions of the national bourgeoisie as part of an 
anti-monopolist strategy. He considers these efforts futile which is  
reminiscent of the arguments of Latin American dependency writers 
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against strategies building on a popular front including Latin American 
bourgeoisies. Having said that, Poulantzas analytical escape seems to 
be the introduction of a domestic bourgeoisie, and he, indeed, argues 
that this domestic bourgeoisie cannot ‘necessarily’ be reduced ‘to what 
Gunder Frank called Lumpenbourgeoisies’ (Poulantzas 2001: 53) but 
has a certain leeway to act autonomously from US capital. The domestic 
bourgeoisie does not seem to function like a ‘real’ national bourgeoisie 
from modernization theory. There are

characteristics that prevent this domestic bourgeoisie from becoming an 
effective national bourgeoisie, in particular its heterogeneity, its division 
due to the contradictions that run through it, and its political and ideolog-
ical weakness and ambiguity. Events in Greece and Portugal, therefore […] 
are far from proving the possibilities often ascribed to them of a strategic 
alliance between the popular masses and fractions of the bourgeoisie on 
the basis of a process of national liberation and transition to socialism - as 
if these were genuine national bourgeoisies. (Poulantzas 1976: 58)

Despite this disappointment over the alleged role of a national bourgeoi-
sie, an alliance of socialist parties with the domestic bourgeoisie was pos-
sible in order to overthrow dictatorships: ‘Under the hegemony of the 
domestic bourgeoisie’ in Greece, Portugal, and Spain, an ‘overthrow of 
the dictatorships is possible even without the process of democratization 
being telescoped together with a process of transition to socialism and 
national liberation’:

This fact was far from evident to all who were involved in the resist-
ance; we most often considered that this bourgeoisie was unable to have 
such a place, to play this role in a genuine break with the regime and the 
replacement of one form of state (dictatorship) by another (bourgeois 
‘democracy’) – a decisive difference, even within the bourgeois state. This 
indicates that the domestic bourgeoisie has often been doubly underesti-
mated: not just as a possible ally, but also, and this matters far more here, 
as an adversary, for even if experience shows that it can be an ally in certain 
particular conjunctures, it does not cease to be at the same time an adver-
sary. (Poulantzas 1976: 66f.)

But the domestic bourgeoisie in Greece, Portugal, and Spain was weak 
and ‘unable, for the most part, to wield long-term political hegemony 
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over the other fractions of the bourgeoisie and the dominant classes, 
i.e. over the power bloc’ (ibid.: 44). It was itself fragmented and only 
‘certain important sectors of the domestic bourgeoisie […] have turned 
towards a policy of integration into the Common Market’ (ibid.: 52) 
and against dictatorships, namely ‘its monopoly sectors […] modestly 
known as the “enlightened” or “neo-capitalist” bourgeoisie’ (ibid.: 57).  
This was a ‘genuine tactical alliance between broad sectors of the 
domestic bourgeoisie and the popular forces on a precise and lim-
ited objective, i.e. the overthrow of the military dictatorships and 
their replacement by “democratic” regimes’ (ibid.: 59). And there it  
stopped:

And if it could already be predicted in advance that no fractions of the 
bourgeoisie would be found ready to support a process of transition to 
socialism, there has not even been any sign up to now of any fractions 
ready to support even limited anti-monopoly objectives such as are con-
tained in the ‘Common Programme’ of the French Communist and 
Socialist Parties. (ibid.: 58f.)

Maybe the domestic bourgeoisie could be a useful category for a bour-
geoisie in countries of late industrialization. Poulantzas’ intention, how-
ever, was not a concept for late industrializers. It seems to have been 
at least equally important for him to explain inner-imperialist strug-
gles: European bourgeoisies of the EC as against the United States  
(cf. Poulantzas 2008g: 244ff.). Since the domestic bourgeoisie is in 
itself fragmented, it remains unclear why it poses an essential category 
and could not be replaced by capital fractions (of the entire bourgeoisie) 
after all (for a state analysis that operates with capital fractions, cf. Agnoli 
1995 [1978]). A fraction of the comprador bourgeoisie, for example, 
could quite as well be defined as ‘more modern’, not entirely depend-
ent on US capital, and able to reach temporary hegemony over the 
power bloc. The situation in Europe seems to have been changing, a pax 
Germanica started to replace pax Americana in Europe (cf. Chapter 5). 
European monopoly capitalists or fractions of them might have started 
an interest in replacing fascist dictatorships in Europe and support a 
‘Europeanized’ comprador bourgeoisie. In such a case, neither a domes-
tic nor a national bourgeoisie was necessary for such political changes.  
As Pollis (1983: 210) put it:
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Nationalistic right wing regimes that engage in protectionist policies 
threaten the economic interests of European industrialists whose access to 
markets is restricted, as is their ability to make investment decisions free 
of controls. Left-wing revolutionary regimes, on the other hand, would 
threaten the entire foundation of bourgeois states and the EC itself.

Lastly, Poulantzas did not empirically establish the difference between 
the domestic and comprador bourgeoisies. For Lipietz (1987: 115), it 
was ‘unclear how it [the domestic bourgeoisie, RW] differs from the 
national bourgeoisie’. Bob Jessop (1985: 280) quotes various critical 
studies that ‘have denied that a domestic bourgeoisie exists in Spain, 
Greece, or Portugal’. And Poulantzas (1976: 45) himself concedes that

[t]he distinction between comprador and domestic bourgeoisie, while 
being based on the new structure of dependence, is not a statistical and 
empirical distinction, fixed rigidly once and for all. It is rather a tendential 
differentiation, the concrete configuration it takes depending to a certain 
extent on the conjuncture.

3.2  core and PeriPhery: characteristics 
and definitions

The crisis that reached Europe in 2008 has led to a wide use of the terms 
peripheral and periphery, again, in order to group countries within the 
European Union (EU) and the Economic and Monetary Union (EMU). 
Often the use of such concepts seems purely figurative. The term ‘core’ 
is ostentatiously absent for the most part. It does not make sense, how-
ever, to talk about periphery without also dealing with the core, and the 
relationship between periphery and core, respectively. Periphery is—espe-
cially if one pays attention to socioeconomic processes and certainly in 
the terms of the ‘dependency school’—part of a dialectic totality with 
a conceptual duality of core and periphery (plus in some cases an inter-
mediate form of a semiperiphery). Such a relational concept very much 
depends on the focus of analysis. This becomes clear in the different 
approaches of the EADI network and the ‘Binghamton-network’. The 
former observes core–semiperiphery–periphery relations within Europe 
(Seers 1979b) while the latter tries to grasp whether Southern Europe 
should be treated as part of a global semiperiphery (Arrighi 1985b). The 
core–periphery metaphor is geographic only in the sense of geography as 
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social science which is concerned with political economy. ‘Regional the-
ory’, argues Friedmann (1983: 148),

relies to a large extent on the core-periphery model and its related con-
cepts of dependency, unequal development, and geographical transfer 
of value. Despite its simplifications, it is, in many respects, a convenient 
model: used with circumspection, it can lead to significant results, both for 
analysis and practice.

Latin American structuralism and the dependency school had decisively 
shaped the core–periphery model, and the ‘European Dependency 
School’ used it in the European circumstances of uneven (spatial) devel-
opment. Bevor that, Karl Marx and Marxist writers had early empha-
sized uneven spatial development (Weissenbacher 2008: 97ff.; Love 
2011:15f.) but it was ‘Werner Sombart, the maverick of the last gen-
eration of the German Historical School of economic development’, 
whose ‘Der moderne Kapitalismus was probably the first work to dis-
tinguish between center and periphery in the world economic system’ 
(Love 2011: 26). Sombart, however, ‘did not provide any theory of rela-
tions between Center and Periphery’ (Love 1996: 134). Although the 
Argentinian structuralist Raúl Prebisch did not seem to recall how he 
came to use the terms ‘center’ and ‘periphery’ (Love 2011: 39, Fn41), 
Sombart might have had an impact on Prebisch via the Romanian struc-
turalist (and Fascist) Mihail Manoilescu (who did not use the terms liter-
ally). ‘Sombart specifically referred to Center and Periphery in the same 
sense as Prebisch did’, argues Love (1996: 134). ‘The process of recon-
figuration [of capitalism] has taken place’, writes Sombart (1927: XIV),

by developing intensively to its highest form at a tiny little spot on the sur-
face of the earth. From here it has utilized the rest of the world. In order 
to negotiate one’s way through the imbroglio of occurrences, we need to 
distinguish between a capitalist center, capitalist central countries, and a – 
seen from this center – mass of peripheral countries. Those are the leading, 
active nations, these are the serving, passive countries.

Prebisch started to refer to ‘center’ and ‘periphery’ in a series of lectures 
in 1944, and in print in 1946 (Love 1996: 126ff.; 2011: 19 and 21ff.). 
But also theorists of the European and US-American core have formu-
lated core–periphery models: François Perroux developed his theoretical 
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framework parallel to Prebisch (Love 1996: 112), Gunnar Myrdal and 
Albert Hirschman in 1957 (cf. Hirschman 1975: 143), and in 1958 
(Friedmann 1983: 148). As regards the ‘European Dependency School’, 
John Friedmann, claims to have coined the term ‘core region’ in English 
language in order to replace the ‘growth poles’ in Perroux’s language, 
and later ‘core and periphery’ to replace Hirschman’s ‘underdeveloped’ 
south and ‘developed’ north (Friedmann and Weaver 1979: 116, cf. 
Friedmann 1967: 22 and 1966: Chapter 2). He argues to have

developed this model of core-periphery relations still further, with a view 
to undergirding the practice of regional planning with appropriate the-
ory. In a work published in 1972, I brought together economic, geo-
graphic, and political variables into a set of interconnected hypotheses.  
‘A general theory of polarized development’ proved too unwieldy, how-
ever, to gain much popularity. In any event, it was soon overtaken by 
Marxist approaches to regional analysis which, though they made exten-
sive use of the core-periphery imagery, did so essentially to illuminate the 
mechanisms of uneven development on a world scale […]. (Friedmann 
1983: 148f.)

But about the same time, Johan Galtung (1971, 1972) had published 
his ‘structural theory of imperialism’ (cf. Chapter 2.5), building on core– 
periphery relations (Galtung used the term ‘center’). Prebisch, 
Friedmann, and other non-Marxists started to use the ‘core-periphery 
imagery’ to analyze uneven development on a world scale (or European 
scale, for that matter). It became an important tool in development stud-
ies. Dudley Seers departed from the observation that using hierarchies 
among countries was very common. Most often the top countries were 
called ‘rich’, ‘developed’, ‘imperialist’, or ‘industrialized’. It had been 
a ‘convenient metaphor’ to describe these countries as ‘core’ and the 
remainder as ‘periphery’:

Between the two groups of countries are big differences in level of income, 
structures of employment, rates of fertility and social conditions. In the 
hands of some, especially dependency theorists, this is not just a metaphor; 
it is shorthand for a set of structural relationships, in which the core coun-
tries are dominant. (Seers 1979a: xiii)

Visible signs of the structural imbalances between core and periphery in 
Europe are tourism flows to the periphery and flows of migrant workers 
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to the core (France from Portugal, Spain, and Algeria; Western Germany 
from the Balkans and Turkey; both from Italy; Seers 1979b: 9ff.). 
Casparis (1985: 111, 127ff.), writing in the Binghamton network on the 
example of Switzerland, suggests an immediate relationship between the 
establishment of core countries and their drawing of labor from periph-
eral areas abroad, including Southern Europe. Such dependent migration 
flows, however, only emerged

after big differences in income levels have appeared, and to explain these 
we have to examine commercial, financial, technological, military and cul-
tural asymmetries, such as can be found influencing countries further out 
from a core. (Seers 1979a: xiv)

Demetrios Papademetriou (1983: 243f.) placed migration in the con-
text of the ‘European framework of uneven development’ with a ‘reserve 
labor army’ that was ‘raised, paid for, and maintained by the periph-
ery and placed at the disposal of international capital at a critical junc-
ture in the development of the center’ (Papademetriou 1978 quoted in 
Papademetriou 1983: 243). He analyzed the negative consequences of 
labor migration for the sending but also receiving societies. Geographic 
neighborhood is not seen as a precondition for core–periphery relations. 
However, vicinity (as with the European case) can accelerate and inten-
sify changes via economic, political, and cultural channels. Transport 
costs are lower (for tourists and migrants), exports can easier compete in 
neighboring markets which bears a potential danger for industrialization 
processes in peripheral countries (Seers 1979a: xv–xviii; 1979b: 22ff.).

Clearly processes that determine core–peripheral relations reach across 
national borders, eventually creating core regions in the periphery and 
peripheral regions in overall core countries. Characteristics for peripheral 
regions (within states) were being described by Walter Stöhr (1983a: 8f.; 
1983b: 121) and Nohlen and Schultze (1985b: 46, for Andalusia, the 
Mezzogiorno, and Southern Portugal):

• disproportionate importance of the agricultural sector and tourism,
• industries oriented on raw material and primary production,
• predominance of traditional and labor-intensive technology, domi-

nance of small companies,
• few modern capital-intensive heavy industries located in the growth 

poles of the region,
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• low per capita income,
• high unemployment and underemployment,
• high migration and brain drain,
• signs of structural heterogeneity and marginality, poor social 

infrastructure
• dependence on financial transfers from and (industrial) investment 

decisions (capital and technology transfer) outside the region.

3.3  semiPeriPhery and division of labor

For the ‘Binghamton-network’, the theoretical analysis of Immanuel 
Wallerstein (1985) is central. His concept follows ideas from the Latin 
American dependency school and suggested a zero-sum game for the 
relations between core and periphery:

The more one zone became ‘core-like,’ the more another became ‘periph-
eral.’ (Wallerstein 1985: 33)

Core and periphery are connected economically by commodity chains 
that reach across national borders. Until the 1960s production and 
distribution within such commodity chains could be ‘fairly well’ cate-
gorized as primary products in the periphery versus industrial goods as 
core products. Changes in production ever since have shown that such a 
dualism does not work as universal criterion. Wallerstein suggests assess-
ing concrete pairs of core–periphery relations along an axial division of 
labor in commodity chains (production processes and locations, invest-
ment patterns, pricing policies). That would show which part of the pair 
was more core-like or peripheral. Such a conception was working well for 
the world economy as a whole ‘[b]ut when we seek to understand state 
policies in relation to the ongoing process of the world accumulation of 
capital, a simple binary tension doesn’t seem to work as well’ (Wallerstein 
1985: 33f.). He goes further beyond the core–periphery dichotomy in 
order to understand state policies in relation to global accumulation of 
capital. Commodity chains are seen as going across national borders, 
each state hosts core and peripheral processes, for those states that have 
an even mix of both types of activities, he suggests the name semiperiph-
ery. State policies can influence capital accumulation in different ways.
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They include, among others, the control of flows across frontiers, the  
control of the internal work force, taxation, redistributive expenditures, 
and expenditures on social overhead. This is in addition to any involve-
ment of the state as customer or producer. There are also the expenditures 
on the military, which is a key weapon that creates the space for the state 
to make these other decisions. (Wallerstein 1985: 34)

Semiperipheral states can change their status to a core state and also the 
structure of global commodity chains. Wallerstein (1979a: 21f.) con-
sidered the existence of a semiperiphery as ‘needed to make a capitalist 
world-economy run smoothly’, it had an important political role in stabi-
lizing the capitalist world-system:

This semiperiphery is then assigned as it were a specific economic role, but 
the reason is less economic than political. That is to say, one might make 
a good case that the world-economy as an economy would function every 
bit as well without a semiperiphery. But it would be far less politically sta-
ble, for it would mean a polarized world-system. The existence of a third 
category means precisely that the upper stratum is not faced with the uni-
fied opposition of all others because the middle stratum is both exploited 
and exploiter. It follows that the specific economic role is not all that 
important, and has thus changed through the various historical changes of 
the modern world-system. (Wallerstein 1979a: 21f.)

Within the Binghamton network, there had been a controversial debate 
on the concept of semiperiphery. Giovanni Arrighi (1985c: 243) attrib-
utes the controversy within the group, whether Southern European 
states have been semiperipheral, to ‘a lack of operational criteria for iden-
tifying semiperipheral states’:

Wallerstein’s criteria as set out in his contribution to this volume are rather 
vague and formal. They are vague mainly because we are not told what 
weight to assign to the mix of economic activities that fall within a state’s 
boundary, on the one hand, and to its position in the interstate system, on 
the other. They are formal mainly because we are not told, substantively, 
which activities in the various commodity chains are core-like and which 
are periphery-like, how the two types of activity have changed over time, 
above all, how peripherality, semiperipherality, and coreness can be opera-
tionally measured.



76  R. WEISSENBACHER

Using ‘an ill-defined combination of criteria’ (Arrighi 1985c: 244) has 
led to the classification of ‘a wide range of countries in terms of eco-
nomic strength and political background’ (Wallerstein 1979c: 100) 
as semiperipheral, from Brazil to Cuba, Algeria to Saudi Arabia, 
Israel, Nigeria and (back then) Zaire in Africa, and finally Asian coun-
tries: Turkey, China, Korea, and Vietnam. Overall, the countries of 
Wallerstein’s semiperiphery made up about the size of 2/3 of world pop-
ulation, as Arrighi (1985c: 244ff.) commented tersely. We will return to 
Arrighi’s model further down below.

Wallerstein explains ‘unequal relation’ between core and periphery by 
referring to Arghiri Emmanuel (1972, who popularized the notion of 
‘unequal exchange’), but Wallerstein avoids the controversy around the 
theorem (cf. Fischer and Weissenbacher 2016). Wallerstein observes the 
ability of core capitalists to appropriate parts of the surplus value realized 
in the periphery:

Surplus-value, once created, gets distributed among a large number of 
people beyond the person who first obtains that segment of created value. 
In the whole circuit of capital that value may get distributed to a multi-
plicity of people. And the core-periphery relationship indicates the degree 
to which surplus-value is unevenly distributed in the direction of the core. 
What we are talking about now is a process. The degree to which the eco-
nomic relationship is core-peripheralized is the degree to which there is an 
increasingly unequal distribution of the surplus product between two dif-
ferent bourgeoisies. (Wallerstein 1978: 221)

Furthermore, Wallerstein (1979b: 71) argues an unequal exchange based 
on the exchange of high against low-wage production,

in which a peripheral worker needs to work many hours, at a given level of 
productivity, to obtain a product produced by a worker in a core country 
in one hour. And vice versa. Such a system is necessary for the expansion 
of a world market if the primary consideration is profit. Without unequal 
exchange, it would not be profitable to expand the size of the division of 
labor.

Lastly Wallerstein (2004: 28) stresses the importance of monopoly pro-
duction within the axial division of labor between core and periphery:
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Since profitability is directly related to the degree of monopolization, what 
we essentially mean by core-like production processes is those that are con-
trolled by quasi-monopolies. Peripheral processes are then those that are 
truly competitive. When exchange occurs, competitive products are in a 
weak position and quasi monopolized products are in a strong position. 
As a result, there is a constant flow of surplus-value from the producers of 
peripheral products to the producers of core-like products. This has been 
called unequal exchange.

It seems to me that the way Giovanni Arrighi and Jessica Drangel (1986) 
clarify, adapt, and qualify the world-systems analysis as introduced by 
Wallerstein and others adds very much to the understanding and con-
cretion of the core–semiperiphery–periphery model. In order to avoid 
ambiguities, they use the term semiperiphery ‘exclusively to refer to a 
position in relation to the world division of labor and never to refer to a 
position in the interstate system’ (ibid.: 15). Although both spheres are 
important and interrelated it is ‘the separation of the two types of com-
mand [that] is a peculiarity of the capitalist world-economy (as opposed 
to world-empires)’ (ibid.: 16). The economic activities of this world 
economy are being pursued in (overall) commodity chains (Box 3.1), 
therefore it is not a sectoral distribution that decides upon the alloca-
tion of states as belonging to core, semiperiphery, or periphery. It is ‘the 
unequal distribution of rewards among the various activities that consti-
tute the single overarching division of labor defining and bounding the 
world-economy’ (ibid.: 16). These economic activities are called ‘nodes 
of the commodity chain’ (ibid.: 16).

Box 3.1: ‘Chain research’: the terminology
The terminology has changed alongside the turns in content in 
‘chain’ research from commodity chains toward global commod-
ity chains and global value chains. ‘By the early 2000s’, writes Bair 
(2014: 2), ‘the commodity chain terminology was frequently being 
used interchangeably with other constructs, such as global pro-
duction networks (GPNs). In recent years, one such alternative 
nomenclature – global value chains (GVCs) – has become hegem-
onic, especially within more applied or policy-oriented studies of 
global industries. Global value chain analysis has even been taken 
up enthusiastically by international financial institutions […]’. 
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Global commodity chains and global value chains ‘are analytically 
oriented toward the micro (individual firm) or meso (sector) level 
as opposed to the macro and holistic perspective characteristic of 
the world-system conceptualization of commodity chains’ (Bair 
2005: 164). I will stick, therefore, to the original world-systems 
terminology throughout this book: ‘World-systems theorists under-
stand commodity chains as consisting not only of the steps involved 
in the transformation of raw materials into final goods, but also 
as webs connecting that set of productive activities with the social 
reproduction of human labor power as a critical input into this pro-
cess. Additionally, world-systems theorists are most fundamentally 
interested in how commodity chains structure and reproduce a 
stratified and hierarchical world-system’ (Bair 2005: 155f.; see Bair 
2005 and 2009 for a literature overview of the different strands of 
‘chain’ literature).

Arrighi and Drangel reject or amend a variety of assumptions important 
for authors in a similar paradigmatic context (dependency and world- 
systems). They decline the perception that a single type of sectoral 
reward (profit, wage, rent) could explain a differentiation into core, 
semiperiphery, or periphery. This is by no means trivial, because Arghiri 
Emmanuel, for example, who is Wallerstein’s reference for unequal 
exchange, assumes that institutionally determined wage inequality 
between core and periphery determines the respective characteristics. 
Furthermore, Emmanuel based his model of a homogenous world mar-
ket on full competition in which profits of single capitals converge to an 
average international rate of profit. International monopolies were only 
capable of disturbing the convergence of national but not international 
rates of profits (cf. Fischer and Weissenbacher 2016: 145ff.).

Consequently, Arrighi and Drangel reject the idea of pure competi-
tion (and therefore also assumptions of classical political economists and 
Marx, ibid.: 16f.). They acknowledge ‘the level of wages (or of profit) 
as a [single] criterion for distinguishing core and peripheral activities’ 
only ‘under a most restrictive set of assumptions’ (ibid.: 18). They regard 
them as not useful ‘in capturing the variety of situations (in terms of fac-
toral distribution of rewards) in and through which core–peripheral rela-
tions have historically been reproduced’. Instead they ‘take only the level 
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of aggregate rewards as indicative of the core and peripheral status of an 
activity’ (ibid.: 18). What is the nature of these activities? Are there core 
and peripheral activities? These questions seem to have utmost impor-
tance for development studies (a) in the light of historical experience of 
core–periphery categorization, and (b) for possible future development 
scenarios. Other than modernization theoretical accounts that more 
or less regard progress a movement from agricultural production to 
industrial production (as alleged in the British experience), Arrighi and 
Drangel reject the idea of invariant characteristics:

We further assume that no particular activity (whether defined in terms 
of its output or of the technique used) is inherently core-like or periph-
ery-like. Any activity can become at a particular point in time core-like 
or periphery-like, but each has that characteristic for a limited period. 
Nonetheless, there are always some products and techniques that are 
core-like and others that are periphery-like at any given time. (Arrighi and 
Drangel 1986: 18)

We will return to this question shortly. Since Arrighi and Drangel’s 
model is a three-tier system, we first need to explain the logic behind 
it (the relations between enterprises and the states), and the identifica-
tion of the three tiers. For that reason, the authors outline their inter-
pretation of the capitalist enterprise that they perceive as engaging in a 
mix of activities and creating competitive pressure by introducing prof-
it-oriented innovations. The success of an enterprise lies in the ability to 
upgrade its mix of activities at the expense of other enterprises:

[A]s the capitalist enterprise is a locus of “accumulation” (of assets, exper-
tise, specialized knowledge, and organization), the present capability of an 
enterprise to upgrade its mix of activities will to some extend depend upon 
its past success in doing so. (ibid.: 21)

The core enterprises that successfully upgrade their activities are, Arrighi 
and Drangel (1986: 21) claim, quoting Schumpeter, ‘aggressor by 
nature and wield the really effective weapon of competition’. Arrighi 
and Drangel (1986: 19ff.) draw on Schumpeter’s conception of ‘crea-
tive destruction’ but they interpret it spatially instead of chronologically. 
With Schumpeter, profit-oriented innovations create windfall profits for a 
few and losses for the majority of enterprises. In the phase of economic 
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prosperity, a productive revolution occurs which then leads in a  
depression phase to the elimination of old and outdated elements of the 
industrial structure. The competition is being dampened in the prosper-
ity phase but in the depression phase the majority of enterprises overrates 
their chances to be equally successful and engages in a cut-throat compe-
tition. While this was a ‘cluster in time’, Arrighi and Drangel (1986: 20) 
use this concept for a ‘cluster in space’: zones of predominating prosper-
ity and zones of predominating depression (cf. also Arrighi et al. 2003: 
17). Core enterprises compete by outsourcing the consequences of com-
petition to peripheral enterprises (or peripheral capital). A relatively small 
group of core enterprises cluster in a ‘core zone’ and produce a spatial 
polarization. Such an arrangement would be volatile (if core and periph-
ery arrangements changed easily), but core enterprises and core states 
have developed together which produced a rather stable form of spatial 
polarization. Arrighi and Drangel (1986: 22) observe that the

competitive struggle among capitalist enterprises has not taken place in a 
political void, but has been closely interrelated with the formation of states 
– that is, of formally sovereign territorial jurisdictions.

States have been integral to the formation of the world economy, and 
commodity chains have operated across state boundaries. However, 
states differ in their ability to influence the commodity chains, ‘the 
modalities by which the social division of labor operates’ (ibid.: 22). The 
position of states in their relation to enterprises (or commodity chains) 
contains weaknesses. States are seen as having a priority of securing their 
monopoly of power on their territories, and not the creation of wealth. 
They compete against other states attempting to upgrade their position 
in the division of labor.

The main difficulty is that economic command is largely dependent  
upon an innovative participation in the world division of labor […], and 
that capitalist enterprises have progressively become specialized agen-
cies of such participation […]. The problem of upgrading a state’s mix of 
core-peripheral activities is thus largely a problem of being able to attract 
and develop organic links with “core capital” […]. This capacity is only 
in part reflection of state’s political power […] it depends equally if not 
more on the extent to which a state has already developed organic links 
with core capital and, therefore, already encloses within its jurisdiction a 
predominantly core mix of activities. (ibid.: 24)
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However, core states have, and peripheral states lack, the capability

(1) to control access to the most remunerative outlets of all major com-
modity chains, (2) to provide the infrastructure and services required by 
core-like activities, and (3) to create a political climate favorable to capital-
ist entrepreneurship. This means that core states control advantages of core 
locations and can use that control to develop a symbiotic relation with the 
core capital that is already located within their jurisdiction, and to attract 
more core capital from peripheral locations. (ibid.: 25)

This symbiotic relationship between core states and core capital enhances, 
for both, the ability ‘to consolidate and reproduce their association with 
predominantly core-like activities’ (ibid.: 26), while the opposite is true 
for peripheral states which face an ‘endemic inability […] to escape 
their association with predominantly peripheral activities’ (ibid.: 26). 
Semiperipheral states are those which have an about even mix of core-like 
and peripheral activities. They may try and strengthen linkages between 
the two types of activities within their boundaries and by doing so escape 
of some world market pressure. Also they can compete with core activ-
ities outside their territory but also with peripheral activities. Action of 
semiperipheral state makes a difference, they are not passive recipients 
of mixes of core–peripheral activities (upgrading or prevent from down-
grading, ibid.: 27f.). Actual upgrading from semiperiphery to core status, 
however, seems possible in exceptional cases only:

[T]he inability of the bulk of semiperipheral states to move into the core 
(and of peripheral states to move into the core) is the obverse of the suc-
cess of some states to upgrade their mix of core-peripheral activities and 
move to a higher position. (ibid.: 28)

Candidates for upgrades to core or semiperiphery are being found at the 
borders between the three tiers. Arrighi and Drangel (1986: 29) adapt 
the concept ‘perimeter’ (introduced by Peter Lange 1985, cf. Chapter 
3.6), they call these upper areas perimeter of the core and perimeter of 
the periphery. Arrighi (1985c: 247) ‘redefines’ these perimeters as

no man’s land that separates the unambiguously semiperipheral from the 
unambiguously core states, the perimeter of the core is not a line demar-
cating two zones but is itself a zone – a relatively empty but quite wide 
zone. Indeed, the two perimeter zones may even be subject to a progres-
sive widening consequent upon core-periphery polarization.



82  R. WEISSENBACHER

In their empirical analysis, Arrighi and Drangel (1986: 30) empha-
size ‘that there is no operational way of empirically distinguishing 
between peripheral and core-like activities and therefore of classifying 
states according to the mix of core–peripheral activities that falls under 
their jurisdiction’. There is no complete map of commodity chains 
and consequently no assessment of the competitive pressure at their 
nodes. Furthermore, the relationships of competition and coop-
eration are constantly changing. Arrighi and Drangel (1986: 31) 
point out, however, that such problems were not unique to their  
concept:

Mixes of core-peripheral activities play in world-systems theory a role 
analogous to that played by “marginal utility” in neo-classical price the-
ory or “labor embodies” in Ricardian and Marxian theories of value. All 
such “quantities” play a key role in their respective conceptualizations but 
cannot be subjected to direct measurement. What matters is to be able to 
derive from the conceptualization a set of empirically verifiable hypotheses 
that can provide us with indirect measurements of key variables.

Rather conventionally, Arrighi and Drangel (1986: 31ff.) use GNP 
per capita in a common currency (US dollar) as proxy for the aggre-
gate rewards to test their hypothesis of a three-tier system. I emphasize 
a few of their findings: The state composition of the three-tier system 
has not changed substantially from 1938 to 1983: ‘In sum, 95% of the 
states for which we could find data (and 94% of total population) were 
in 1975/83 still on or within the boundaries of the zone in which they 
were in 1938/50’ (ibid.: 44). There were (temporary) downward move-
ments, however, from 1938/1950 to 1960/1970 (Germany and UK 
from core to perimeter of the core, and France and Belgium from perim-
eter of the core to the semiperiphery). 74 out of 93 states remained in 
one of the three zones (10 in the core zone, 20 in the semiperiphery, 
and 44 in the periphery) and are being qualified as ‘organic members’ 
(ibid.: 49). The organic members are then used to approximate the ‘eco-
nomic activities’ prevailing in different zones.

We have already seen that Arrighi and Drangel reject the idea of 
invariant characteristics for core-like or peripheral activities. Especially 
as far as industrialization and industrial production is concerned, 
this aspect seems important for development studies. The findings 
of Arrighi and Drangel (1986: 53ff.) suggest that modernization 
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theoretical views of progress (from agricultural to industrial produc-
tion) are of limited explanatory value. Furthermore, they question 
that the capability to industrialize qualifies as means or sign of an 
overall development or dependency characteristic. Using data of the 
average labor force employed in ‘industry’ and of the share of ‘manu-
facturing’ in GDP for the countries in the three tiers they found that 
‘the gap between the degree of industrialization’ of the core vis-à-vis 
the semiperiphery and the periphery was narrowing significantly after 
1960. In the late 1970s, ‘the semiperiphery not only caught up with 
but overtook the core in terms of industrialization’ (ibid.: 55). These 
findings seem to fit well the analysis on dependent industrialization  
in Chapter 4.4.

Arrighi and Drangel (1986: 55f.) argue that semiperipheral countries 
lost economic command in terms of industrialization in the period of 
1938–1948,

so there are good reasons for supposing that in this period core-like activi-
ties were largely industrial activities. Interestingly enough, it was at the end 
of this period that Prebisch and his associates first introduced the concept 
of core-periphery relations and formulated it in terms of a primary activi-
ties-industrial activities dichotomy. (ibid.: 55)

From the 1950s to 1960s, ‘a positive correlation between industrial 
activities and core-like activities is still in evidence’ (ibid.) but gaps in 
industrialization and GDP between core and semiperiphery and periph-
ery are narrowing. 1960–1965, the authors call transitional years: The 
gaps in industrialization are decreasing ‘but there is no corresponding 
relative decline in core states’ economic command’. The authors inter-
pret this by ‘the fact that the positive correlation between industrial 
and core-like activities was losing strength’. In the following two dec-
ades ‘a weakened positive correlation turned into an increasingly strong 
negative correlation’. In the period from 1965 to 1980, ‘the periphery 
and the semiperiphery continued to industrialize’ and ‘the core began 
to de-industrialize’. While the industrialization gap narrowed (core– 
periphery) or almost disappeared (core–semiperiphery), the economic 
command of the semiperiphery (compared to the core) remained 
constant, and of the periphery (compared to the core) worsened  
(ibid.: 55f.).
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The implication is that industrial activities were being peripheralized –  
they were, that is, losing their previous core status. Interestingly enough, 
it was toward the end of this period that Wallerstein suggested that the  
core-periphery dichotomy should be disentangled from the primary activi-
ties-industrial activities dichotomy […]. […] In sum, the industrialization of 
the semiperiphery and periphery has ultimately been a channel, not of subver-
sion, but of reproduction of the hierarchy of the world-economy. (ibid.: 56)

But what replaces industrial production as core activity? Arrighi and 
Drangel (1986) draw on Arrighi (1985c: 275) who argues that

the growing importance of vertically integrated TNC’s in all branches of 
economic activity (from agriculture and mining to manufacturing, distri-
bution, and banking) dissolves and blurs any previously existing correla-
tion between the core-periphery dichotomy […] and distinctions based on 
the kind of commodity produced (e.g., industry versus agriculture) or even 
on the techniques of production used (e.g., high productivity versus low 
productivity).

Such integrated and joint processes take place in different states. The dis-
tinguishing mark between core, semiperiphery, and periphery seems to 
have become the control over the commodity chain:

The relevant distinction is between activities that involve strategic decision 
making, control and administration, R&D, and other “brain” activities, on 
the one hand, and activities of pure execution, on the other. […] [C]ore 
states are those where TNC’s concentrate their brain activities, and periph-
eral states are those where they concentrate their muscle-and-nerve activ-
ities. Under these circumstances, semiperipheral states would be of two 
types: states that have attained the core position of the previous stage of 
development of the world economy but that have not yet moved on to the 
core position of the new stage; and countries where TNC’s locate a fairly 
balanced mix of brain and muscle/nerve activities. (Arrighi 1985c: 275)

These inquires suggest that there is a persistent path dependence in the 
spatial division of labor that makes an upgrading of a state’s position diffi-
cult. Core states and core enterprises grow and develop together in a sym-
biotic relationship but the nature of the commodity chains is changing. 
The control over the commodity chain gained importance in relation to 
the industrial production and its geographical distribution. Semiperipheral 
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or peripheral countries could close the gap to core countries as far indus-
trialization is concerned without closing the gap in terms of distribu-
tion of GNP per capita. Based on this research, Arrighi (1990) talked 
of a ‘developmentalist illusion’, arguing against the assumption ‘that 
“industrialization“ is the equivalent of “development” and that “core” 
is the same as “industrial” […] cuts across the great divide between the 
dependency and the modernization schools’ (Arrighi 1990: 11). Possibly 
the identification of core countries as ‘industrial’ countries was prevailing 
among dependency authors, Arrighi and Drangel themselves considered 
the first half of the 1960s as transitional years, when industrial activities 
were still core activities in terms of economic command. But the dis-
cussion in Chapter 2 suggests that there was an understanding among 
dependency authors that industrial development was no synonym for 
development. In 1996, Arrighi et al. saw, however, the predictive capac-
ity of the dependency perspective and the world-systems analysis alike as 
more accurate than modernization theory:

[W]hichever way we look at the patterns latent in the data, we find evi-
dence that invalidates the catching-up hypothesis shared by all variants of 
modernization theory. Interestingly, the hypothesis has become even less 
plausible from the mid 1980s onwards, that is, precisely when the rise of 
highly dynamic capitalist economies in East Asia and the demise of Soviet 
communism have led many to declare the dependency and world-sys-
tems perspectives obsolete and to advocate a revival of the modernization 
perspective. In fact, the evidence presented here shows that, not just the 
world-systems perspective, but also the dependency perspective has pre-
dicted the basic trends of the world economy in the 1980s and 1990s far 
more accurately than the modernization perspective. […] For all that has 
changed over the last 10–15 years, the hierarchy of wealth of the global 
economy has remained pretty much the same, as truly predicted, and not 
just “retrodicted”, by world-systems theorists. (Arrighi et al. 1996: 14)

Following Arrighi and Drangel (1986), Arrighi et al. (2003, cf. also 
Chapter 8)

demonstrate [that] industrial convergence has not been accompanied by a 
convergence in the levels of income and wealth enjoyed on average by the 
residents of the former First and Third Worlds. In other words, the divide 
between the rich nations of the former First World and poor nations of 
the former Third World – the North-South divide – remains a fundamental 
dimension of contemporary global dynamics. (ibid.: 4)
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They base their empirical analysis on studies that found evidence of a 
core or OECD ‘convergence club’ at the upper end of the world income 
distribution (ibid.: 6 and 8). The convergence among these countries 
was not accompanied by an overall (global) convergence of income. 
In order to show the convergence of industrial production against the 
non-convergence of income they relate a country’s income (measured 
by the Gross National Product per capita—GNPPC—in relation to 
the weighted average of core countries’ income of a given year) to its 
industrial development (measured by the share of GDP in manufactur-
ing of a country in relation to the share of GDP for core countries in 
any given year). Measured by ‘the proportions of GDP in manufactur-
ing’ in core and periphery and semiperiphery, ‘industrial convergence in 
this period was due exclusively to First World de-industrialization’, argue 
Arrighi et al. (2003: 15), while the unevenness in economic performance 
between peripheral and semiperipheral countries increased significantly.

3.4  the core of western euroPe: an incomPlete egg

From a world perspective, Europe started as periphery but also uneven 
development in Europe has been observed for precapitalist times. The 
particular way the feudal mode of production and feudal societies had 
formed—as a synthesis of the vanishing Roman Empire and the intrud-
ing Germanic communal clan system—did shape European uneven 
development (up to today, as some authors argue, cf. Weissenbacher 
2007). Core–periphery relations in Europe are, therefore, not seen as 
something entirely new. The European center of political and economic 
gravity shifted to the Atlantic (from the Northern Italian city-states) dur-
ing the sixteenth century, Portugal and Spain were later replaced by the 
Netherlands, France, and then England. The center of gravity

returned to the European heartland in the last two decades with the 
growing industrial leadership of Germany, the collapse of the colonial 
empires and the contraction of European influence overseas. The eco-
nomic (though not of course the political) precursor of the present sys-
tem was Continental Europe in 1939–1945. Germany was able to control 
effectively all of Southern Europe (except Portugal). The German gov-
ernment and its corporations harnessed the occupied and allied countries 
to the German war economy. Labour was imported from the periphery 
on a large scale: German armed forces also lived in it rather like tourists, 
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making use of hotels. But the military importance of proximity, especially 
common land frontiers, was shown by the lack of success of the attempt 
to incorporate North Africa as well. This system collapsed with the defeat 
of Germany, but something formally similar reappeared in the 1960s, with 
the revival of industrial output and a new phase of technological advance. 
(Seers 1979b: 22)

Under pax Americana, US allies in the cold war regained strength, prof-
iting from US reconstruction aid. High economic growth rates and low 
growth of working age population soon allowed Western European 
countries to absorb migrant workers (and refuges from Eastern Europe). 
In principle, Seers’ (1979b: 8f.) delineations contain therefore two core 
regions for Europe, the United States and Western Central Europe. 
Papadantonakis (1985: 86) from the Binghamton network talks of a 
‘consolidation of North European capitalism under U.S. hegemony’, 
that is reflected in the ‘overbearing influence exerted upon [Southern 
Europe] by the North European core’ in the three decades before. Seers 
(1979b: 8f.) concentrates, however, on the European core countries 
among which he counts Western Germany, France, the Netherlands, 
Belgium, Switzerland, Austria, Denmark, Norway, and Sweden. These 
countries were the origin of most of the tourists and offered almost all 
jobs for migrant workers. He perceived them culturally ‘fairly’ homog-
enous, with social and economic indicators that suggested a similar 
situation to the United States. They had comparatively moderate infla-
tion rates and a currency policy of appreciation toward all non-state 
socialist countries (except Japan) after the Smithonian Agreement 
of 1971 (when US president Nixon suspended the Bretton Woods  
System).

Arrighi and Drangel (1986: 66) from the Binghamton network (cf. 
the discussion in Chapter 3.3) defined ‘organic’ members of the core 
zone, namely countries that were considered members of the core the 
first and last period of their analysis, from 1938–1950 to 1975–1983. 
The European ‘organic’ core members were Denmark, Germany, the 
Netherlands, Norway, Sweden, Switzerland, and the United Kingdom. 
There were, furthermore, four members that managed to climb from 
perimeter of the core (cf. Chapter 3.2) in 1938–1950 to core status in 
1975–1983: Austria, Belgium, Finland, and France. Finally there was the 
case of Italy that upgraded from semiperiphery to core in the respective 
period (cf. also Chapters 3.6 and 8).
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Core–periphery relations, however, do not adhere to national bor-
ders, therefore they can be analyzed in national or spatial terms (Seers 
1979b: 16ff.). Core regions in Europe extend into states that are 
being described as semiperipheral or even peripheral. An early attempt 
to estimate core–periphery relations for Europe was offered by Werner 
Sombart (1927: XIVf.):

During the first half of the 19th century, the capitalist center was England, 
then, during the longest period of high capitalism, it was “Western 
Europe”, which means except England an area confined by a line that 
runs from Southern Sweden over Antwerp, Amiens, Mühlhausen, Milano, 
Vorarlberg, Lower Austria, Moravia, Lodz, Berlin and back to Sweden; 
finally the East of the United States of America has joined as a part of such 
a center during the recent generation, whereby world economic relations 
have become more entangled.

In the second half of the twentieth century, still in Cold War times and 
almost an anticipation of a future dividing line of Yugoslavia, Seers (1979b: 
18 and 21) starts his account of regions, that he includes as edge to the core, 
with Slovenia. These regions form an incomplete egg (we will complete the 
picture later), with 2700 km in the longest axis and a breadth of 1500 km:

If we go round the rim of the core clockwise, starting with Yugoslavia, the 
most dynamic area is the North-West, Slovenia; in Italy, the North; in Spain, 
the Basque provinces and Catalonia, which lie to the North and North-East; 
in Britain, the South-East; in Finland, the South-West. (Seers 1979b: 18)

These boundaries must not be taken as exact ones:

Broadly speaking, those living inside the egg are less likely to be working 
in agriculture or tourism, to be unemployed, to see their families broken 
by migration, or to receive a very low income, than those outside. Nearly 
all the big European transnational companies (including banks) have their 
headquarters inside, as well as most of the television studios, newspaper 
offices, book publishers, etc. (Seers 1979b: 19)

Finally, there are regional disparities within the countries of the core as 
well, such as between Brittany or Corsica, and Alsace-Lorraine or the 
Paris region, respectively, but ‘the contrasts are mild in comparison with 
those in the periphery‘ (Seers 1979b: 9). ‘And generally, the closer to the 
center of the egg’, so Seers (1979b: 19) (Fig. 3.1),
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Fig. 3.1 The regional core of Europe in the 1970s (Source This ‘incomplete 
egg’ was redrawn from Dudley Seers [1979b: 19] by the author. The map used is 
from the US Central Intelligence Agency [1972])
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the greater the concentration of power. One could imagine a ‘yolk’, which 
would include Denmark, West Germany, the Benelux countries, Paris, the 
Lyon area, Switzerland and Lombardy.

3.5  the PeriPhery and the semiPeriPhery  
of western euroPe

The EADI group included the ‘North-Western periphery‘ (Finland, 
Ireland, Scotland) in its analysis (Bryden 1979; Crotty 1979; Kiljunen 
1979; Schaffer 1979; Seers 1979b) and Seers (1979b) made pro-
jections for the regions of European Comecon and Yugoslavia. The 
‘Binghamton’-research network concentrated on the ‘political economy 
of Southern Europe’ and included Greece, Italy, Portugal, Spain, and 
Turkey. The Heidelberg group focused on Italy, Portugal, and Spain. 
On the country level, Seers (1979b: 17) considers—starting southeast— 
Turkey, Cyprus, Greece, Yugoslavia, Spain, Portugal, and Ireland as 
peripheral. Vicinity to the center of the egg is also seen important for the 
development patterns outside the egg. As a general rule, the farther away 
from the center, the poorer a region tends to be. This might suggest a 
circle shape rather than an egg, reasons Seers, but this would produce 
anomalies:

Ireland, the Highlands and the islands of Scotland and central Wales 
hardly seem to be core areas; nor do Sardinia or Southern Italy (or parts 
of Albania). I am unable to rationalize the egg shape. (Seers 1979b: 31, 
Endnote 10)

As for the European periphery, Seers (1979a: xiii) observes similarities 
with countries from the global periphery which they seem to have sim-
ilarities with (i.e. Mexico). To establish a classification, he searches for 
characteristics to qualify an ‘underdeveloped Europe’:

There are two obvious candidates in Southern Europe: Portugal 
and Greece. They are both countries which are short of techno-
logical capacity and capital goods industries, and much of local 
manufacturing is foreign-owned. Militarily they are weak, and their gov-
ernments have to cope with considerable political pressures from outside.  
(Seers 1979b: 3)
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Spain and Yugoslavia were seen similarly except for the industrial struc-
tures that were larger, better integrated, and more nationally owned. 
But also Spain’s exports, for example, were predominantly going to the 
main (European) core country Western Germany, and consisted of food 
and raw material mainly, whereas the reciprocal imports were manufac-
tures and semi manufactures (Seers 1979b: 3; Kiljunen 1979: 319f.). 
Semiperipheral countries in Seers’ (1979b: 7) analysis are depend-
ent on the core but have features that suggest a differentiation from 
the periphery. In the case of Finland, the main industries were nation-
ally owned and had a significant technological capacity. The currency 
was more independent from a core currency (i.e. Ireland was following 
the British Pound), tourism was not a significant industry, exports were 
more diversified in terms of structure and destination, and the per cap-
ita income was relatively high. On the other hand, there were Britain 
and Italy that did not appear to fit a clear core classification. Italy had 
a distinctive North–South divide that influenced its average characteris-
tics. Furthermore, it was dependent on tourism and had sent net labor 
migrants to Europe’s core. These features were, however, in the Italian 
case less important for the balance of payments than in the other South-
European countries. A much smaller portion of the industrial structure 
was foreign controlled and Italy was seen as a substantial producer of 
equipment, steel and chemicals. Moreover, Italian unions had managed 
to reduce the wage differentials between North and South and to put 
pressure on public corporations to locate new factories in the South. 
Institutions had been founded to develop regions with disadvantages 
(i.e. Cassa per il Mezzogiorno). The social situation in Southern Italy 
seemed much better than in comparative regions of the periphery (such 
as the South of Portugal) and the dependence in economic, political, and 
cultural terms less distinctive.

Britain had a double character as exporter and importer of capital and 
labor. It was being more and more penetrated by foreign capital, which 
gained a big share of North Sea oil concessions, and on the other hand 
successfully conquered the domestic market for consumer goods, espe-
cially electronic equipment. For a long time Britain had been importer of 
labor (Caribbean, South Asia, and the Irish Republic, to a lesser extent 
from Southern Europe) but also labor exporter to the United States and 
the old Commonwealth. At that time, labor import had slowly dried up 
and Britain had become a small-scale exporter of labor. Furthermore, it 
was a net importer of tourists. Social conditions in Scotland, Wales, and 
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the southwest of England were perceived worse than in most countries 
of the core but the fiscal policy of the state was seen to have prevented 
(even more than in the case of Italy) that social disparities between 
regions grew too high. In both, Britain and Italy, state financed R&D 
was weak and both countries displayed characteristics of ‘underdevelop-
ment’: chronic inflation and reoccurring currency problems. Very gen-
erally, Seers classifies those countries as semiperipheral where more than 
half of the population lives in core regions (Seers 1979b: 9–16).

As far as the Binghamton network is concerned (cf. the discussion in 
Chapter 3.3), Arrighi and Drangel’s (1986: 66) ‘organic’ members of 
the semiperiphery (countries that were considered semiperipheral in the 
first and last period of their analysis, from 1938–1950 to 1975–1983) 
in Europe (where data was available) consisted of Greece, Hungary, 
Romania, Turkey, USSR, and Yugoslavia. The European semiperiphery 
consists, argues Wallerstein (1979c: 100) of ‘the whole outer rim’, namely

the southern tier of Portugal, Spain, Italy and Greece; most of eastern 
Europe; parts of the northern tier such as Norway and Finland.

There is an apparent similarity between Arrighi and Drangel’s and 
Wallerstein’s European candidates for membership in the global semi-
periphery and Dudley Seers‘ European peripheral countries. For Seers, 

Table 3.1 EU15 Core–semiperiphery–periphery in the 1960s

For calculation of GNI per capita see Chapter 8

GNI per capita (EU15) Arrighi/Drangel (EU 14 in 
the world scheme)

Core Denmark, Germany, 
Luxembourg, Netherlands, 
Sweden, UK

Sweden

Perimeter of the core XXX Denmark, Germany, UK

Semiperiphery (SP) Austria, Belgium, Finland, 
France Italy

Austria, Belgium, Finland, 
France, Greece, Ireland, 
Italy, Netherlands, Spain

Perimeter of the 
Periphery

XXX Portugal

Periphery Greece, Ireland, Portugal, Spain XXX
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Finland and Britain count toward the European semiperiphery. The 
Binghamton network does not operate with a strictly European core–
periphery relationship but operates on a global scale (world-systems 
analysis). Seers, again, has no elaborated theoretical concept of the 
core–semiperiphery–periphery model and how upgrades and down-
grades might function. Wallerstein and Arrighi and Drangel on the other 
hand attempt to grasp such changes. Authors from the ‘Binghamton’-
group cautiously assessed this concept of a global semiperiphery in the 
European context (Tables 3.1, 3.2, and 3.3).

Table 3.2 EU15 Core–semiperiphery–periphery in the 1970s

For calculation of GNI per capita see Chapter 8

GNI per capita 
(EU15)

Arrighi/Drangel 
1975–83 (EU 14 in 
the world scheme)

Seers’ (1979b: 17) 
European scheme 
(EU 15)

Core Austria, Belgium, 
Denmark, France 
Germany, Luxem-
bourg, Netherlands, 
Sweden

Austria, Belgium, 
Denmark, Finland, 
France, Germany, 
Italy, Netherlands, 
Sweden, UK

Austria, Belgium, 
Denmark, France 
Germany, Luxem-
bourg, Netherlands, 
Sweden

Perimeter of the 
core

XXX Ireland, Spain XXX

Semiperiphery (SP) Finland, Greece, Italy, 
UK

Greece, Portugal Finland, Italy, UK

Perimeter of the 
Periphery

XXX XXX XXX

Periphery Ireland, Portugal, 
Spain

XXX Greece, Ireland, 
Portugal, Spain

Table 3.3 EU15 Core–semiperiphery–periphery in the 1980s

For calculation of GNI per capita see Chapter 8

GNI per capita

Core Austria, Belgium, Denmark, France, Germany, Italy, Luxembourg, 
Netherlands, Sweden

Semiperiphery Finland, Greece, UK

Periphery Ireland, Portugal, Spain
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3.6  italy: a Perimeter of the core?
Particularly the space between core and periphery left room for analytical 
clarification. The Italian case was subject of such deliberations and drew 
attention of authors in all the networks of the European dependency 
school, e.g. Robert Wade (1979, 1980) writing in the EADI network, 
Peter Lange (1980, 1985, also: Lange and Tarrow 1980), John Logan 
(1985), and Sidney Tarrow (1985, 1990) writing in the Binghamton 
network, and Mario Caciagli (1985) and Raimondo Catanzaro (1985) in 
the Heidelberg network.

Italy was particularly interesting because it had a pronounced internal 
core–periphery structure between North and South resembling domes-
tically what development studies observed internationally. At the same 
time, as a state, Italy was integrated in the international core–periphery 
system, with the North and South of Italy having particular functional 
specialization. Peter Lange (1985: 180ff.) introduced an extension of the 
concept of the semiperiphery (‘perimeter of the core‘), discussing Italy as 
newly arrived in the core status (from semiperiphery) in the boom years 
of the early 1960s. By using such periodization, he contradicts Immanuel 
Wallerstein’s thesis who had stressed that above all a phase of economic 
downturn offered the opportunity for a government’s policy to trig-
ger such a transformation. Sidney Tarrow (1985) also saw Italy as hav-
ing arrived in mature capitalism. John Logan (1985: 173ff.), however, 
pleaded to treat Spain similar to Italy, emphasizing a common European 
heritage and similar developments in the 1970s. He shows reservations 
against Wallerstein’s concept of semiperiphery, especially if used to dis-
tinguish Southern Europe. György Ránki (1985: 82), again, stressed 
that ‘to put Italy entirely into the same category as the other Southern 
nations would certainly make the whole model in some way too general, 
too vague’. And Kostis Papadantonakis (1985: 89) had to exclude sig-
nificant regions, but if one exempted ‘Turkey’s more backward hinter-
land and the Italian and Spanish regions that have historically been more 
closely integrated with the European core leaves the five Mediterranean 
countries in a fairly uniform economic situation’.

Peter Lange’s (1985: 186ff.) ‘perimeter of the core‘ stands for 
a country’s newly arrival in the core status during the boom phase of 
the 1960s. He uses wage levels as ‘most easily distinguishable (and last 
to arrive) characteristics’ (ibid.: 189) for the core industrial produc-
tive structure. This turned out to be a constraint for international trade  
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(high wage economy) when the global economy entered a phase of  
economic downturn: Workers in the Northern Italian export industries 
had eked out higher wages. Italy was neither able to react to the crisis 
like a low-wage semiperipheral country anymore but its institutional 
set-up (and the behavior of main actors from capital, labor, and the 
state) prohibited a response that other core countries used. Lange (1985: 
192ff.) distinguishes two main forms of core governments’ response to 
the crisis of the 1970s. In what he describes as predominantly Anglo-
American approach, capital strove to reduce the economic role of the 
state (regulations, tax reduction) and to challenge labor power (which 
was fragmented) and wage levels. In Italy, however, labor strength had 
only recently risen and was an essential part of becoming (high-wage) 
core. Therefore an ‘Anglo-American solution’ appears to have been too 
costly, politically and economically, in a democratic setting. In the sec-
ond variant—that was archetypically found in neo-corporatist countries 
like Austria, Norway, and Sweden—the state played an important role 
by creating ‘a climate for compromise over the terms of transition and 
restructuring between capital and labor’ (ibid.: 193).

The Italian state, however, was unable and unwilling to play such a 
‘rational’ role in Italy, argues Lange, due to the semiperipheral frame-
work of its creation after World War II—a clientelistic, quasi one-
party political system of the Christian Democratic Party (Democrazia 
Cristiana-DC). ‘Equipped with a comfortable electoral majority’, as 
Mario Caciagli (1985: 76f.) put it in the Heidelberg network, ‘the 
Christian Democrats began to understand the structures of a central-
ist and quasi-authoritarian state as guarantor of their own political 
hegemony’. With the help of the United States, DC had established a 
wide range of power (from which it managed to keep away the Italian 
Communist Party – PCI): But ‘[t]he DC allowed other parties a share 
of patronage – if not power […]’ (Tarrow 1990: 319), even the Socialist 
Party (PSI). ‘The Italian state is not simply the instrument of capitalist 
class interests, unable to intervene powerfully against those interests’, 
Robert Wade (1980: 166) pointed out in his Poulantzas-type analysis, 
‘but nor is it so autonomous from that dominant class that it can sustain 
intervention to secure political support regardless of the effects on capital 
accumulation’. The Italian Christian Democratic Party (DC) was able to 
manage also the Italian state’s policy toward the Italian periphery, the 
Mezzogiorno. Not all capital fractions agreed with the industrialization 
policy in Southern Italy, but DC was able to broker between fractions 
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(and secure political hegemony). In 1980, ‘the political representation of 
organised business is still primarily provided by the Christian Democrats’ 
(Martinelli 1980: 85). However, with the crisis of the 1970s, which was 
also a crisis of the Keynesian economic model, the institutional set-up of 
postwar Italy seems to have begun eroding. Above all, what we have dis-
cussed in previous chapters, reactions to the crisis in international capital 
accumulation in the 1970s a) led to a new international division of labor 
and outsourcing of production, b) increased the pressure on workers in 
core countries, and c) sounded the bell for the age of financialization and 
neoliberal capitalism. Robert Wade (1980: 167) summarized aptly the 
different forces tearing on the fabric of the Italian society:

[T]he “needs of capital” set limits on the extent to which the state can 
operate against national capital accumulation in pursuit of clientelistic 
political support in the South. In a competitive world economy, the cri-
sis in national capital accumulation, to which inefficient “modern” heavy 
industry in the South is a substantial contributor, is expressed in the coun-
try’s chronic balance of payments deficit; which in turn prompts other 
adjustments, such as deflationary measures wanted by the country’s cred-
itors. These in turn prompt reactions from those who feel deprived or 
threatened, one of which may be a switch in political support, producing 
a change in the basis of legitimacy, and perhaps a change in the balance of 
class forces.

The Italian unions were also in an uneasy position which impaired their 
role as trustworthy actors for compromises. Their influence among work-
ers was limited due to the self-consciousness, workers acquired when 
they successfully (often decentrally and/or wildcat organized) challenged 
Italy’s (semiperipheral) low-wage regime in the 1960s. Consequently, 
Lange (1985: 194ff.) introduces a third mode of core crisis reaction, 
‘modern dualism’:

The political conditions for this type of response appear that capital is 
unable to dominate [as in the Anglo-American solution] and, at the same 
time, both the historical and contemporary conditions for a stable class 
compromise [as in the neo-corporatist models] do not exist. […] [C]api-
tal (and to some extent workers as well) undertakes internal exit from the 
sphere of the state and establishes a second, “hidden,” zone of the econ-
omy, which falls outside of the effective jurisdiction of government and the 
unions. (ibid.: 195)
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The result was a decentralization of Italian politics that caught  
substantial international attention (e.g. Putnam et al. 1993, Chapter 2). 
Arnaldo Bagnasco (1977) had popularized the notion of three Italian 
regions for the Italian political economy: The ‘third Italy’ of North-
Eastern Italy (Bagnasco 1977 described as ‘peripheral’) may have seen a 
greater resilience against crisis due to an economy of small and medium 
size companies (as compared to what he called the ‘marginalized’ 
South or the ‘Fordist’ North-West) but it was still rooted in an over-
all (national) Keynesian development regime of the Italian state. ‘Third 
Italy‘ inspired, however, international economic research on an alter-
native (idealized) capitalism in clusters and networks (cf. Chapter 7). 
Political decentralization, however, seems to have been a matter of power 
considerations. Caciagli’s (1985: 76ff.) analysis on the political decentral-
ization supports Lange’s account: The Christian Democratic Party (DC) 
had originally supported the idea of decentralization to be included in 
the Italian constitution but then changed positions and impeded its 
political implementation. DC perceived left administrations governing in 
regions as potential challenge of its claim to power and therefore denun-
ciated regionalization as danger for democracy. It was only in the crisis of 
the 1970s when some regionalization policies were implemented. Radical 
workers and students demanded participation and reforms that the cen-
tral state was seen unable to pursue, but also capitalists from modern 
industrial sectors stipulated new forms of conflict regulations. Unable 
to cope with the conflict situation along the established lines, DC had 
begun perceiving the regional level as puffer for conflict to the central 
state level. Johannes Agnoli (1977: 215f.) talked of reversion of polar-
ity toward regional elections as reaction to distortions of capital accu-
mulation and state efficiency (due to wildcat workers resistance that had 
spread to urban quarters). But also Communists seem to have hoped to 
be able to use the regional government (in some they had strongholds) 
to advance reforms of state and society. Much of the regionalization 
process remained, however, programmatic wishful thinking. In terms of 
regional planning, autonomous regional industrial policies failed, eco-
nomic policies were still oriented on concerns of the national govern-
ment, which was also able to keep control on the distribution of financial 
means (Caciagli 1985: 78f.).

In Southern Italy, however, unemployment remained high and wages low 
despite massive labor migration from Southern Italy to Northern Italy and 
Central Europe. Writing in the EADI network, Robert Wade (1979: 203)  
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called extreme irony the situation of capital-intensive investments in 
Southern Italy. A staunch (sevenfold) increase in industrial investment led 
to an increase of 45% in industrial employment only. While the Souths share 
of national industrial investment rose, its share in national industrial employ-
ment shrank. Still, these investments accounted for most of the indus-
trial employment created. But neither on the input side nor on the output 
side were these investments much linked to local producers but rather to 
the North (cf. also Catanzaro 1985: 92f.). Managers from the North con-
trolled transregional companies or commodity chains headquartered in 
the North. These investments in the South were described as ‘cathedrals 
in the desert’. One account of these industrial ‘growth poles’ (in Gela) 
was titled ‘industrialization without development’ (Hytten and Marchioni 
1970). Wade (1979: 200ff.; 1980: 161ff.) argues against the development 
orthodoxy that conceived Northern and Southern Italy as separate econo-
mies and largely ignored that progress in Northern Italy and ‘underdevel-
opment’ in Southern Italy were connected. The type of integration—with 
improved infrastructure—opened the Southern economy. Southern Italy 
industrialized without tariff barriers, the traditional small manufacturing  
sector—that used to produce for local markets—was no match for the 
competition from the North and therefore declined. Net imports from the 
North increased. Capital inflow by social transfer payments (production sub-
sidies, pensions, family allowance) provided for the payments of imports. 
These transfer payments supported growth in the Northern industry and 
secured electoral majorities: The new class of bureaucrats that adminis-
tered Italian public expenditure in the South was an important factor in the 
Christian Democratic Party’s hegemonic system, the Northern ruling class 
dependent upon for safeguarding electoral stability. ‘The alliance of the 
new southern bureaucratic elite with the northern industrialists through the 
state’, writes Wade (1980: 167) on the Italian situation, ‘is thus the partial 
equivalent at country level of [Osvaldo] Sunkel’s transnationalization the-
sis [cf. above]: elites of peripheral states integrate their interests with those 
of the owners and managers of transnational capital, using the state appara-
tus to redistribute part of the surplus to themselves’. Moreover, the Italian 
industrialization strategy was one of ‘development from above’ as criticized 
by authors from the European dependency school: economic growth during 
overall boom phases and arranged via ‘growth poles’ (unbalanced growth) 
would only lead to economic growth without societal development.

If one looks at the Italian system of capital accumulation as a whole, 
as pointed out by Wade (1979: 210ff.; 1980: 159ff.), the North–South 
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divide shows an interesting parallel to the functional division of labor 
in the North–South relations of Yugoslavia (with a different politico- 
economic system, cf. Weissenbacher 2005). Three linkages seem worth 
noting: (1) The national (federal in the case of Yugoslavia) transfer sys-
tem subsidized prices in the heavy industry of the South. The resulting 
primary or intermediate goods were recycled as low-price input into 
the export industry of the North; (2) national/federal development 
programs did not create enough employment in the South to endan-
ger Northern industry’s demand for migrant labor; (3) the limited 
increase in wealth (‘development’) led to demand for Northern indus-
try’s consumer goods in the South. Recently, the economist Gianfranco 
Viesti (2009: 31 and 70ff.; Caporale 2015, cf. also Mania 2015: 2) has 
brought forward similar arguments. Investments in the South stimulate 
production in the North. Viesti challenges what he considers a myth, 
namely that Northern regions money is sunk in the Italian South. This 
strikingly resembles the Yugoslav discussion in the 1980s of who prof-
ited more of the common economy, the industrialized North or the 
peripheral South (cf. Weissenbacher 2005). Viesti presents per capita 
data of territorial expenses in favor of Northern regions. Generally, Italy 
might be more a problem for the Mezzogiorno than the Mezzogiorno 
is for Italy: Due to dependent integration into the Italian nation state 
and national economy, the Italian South has restricted development 
perspectives.

3.7  eastern euroPe: comPleting the egg?
Dudley Seers had categorized, as we have seen, the Yugoslavia of work-
ers’ self-management with the typology of Capitalist Europe. The state 
socialist countries of European Comecon receive extra treatment. Seers 
observed some similar dynamics. He deemed the most powerful econ-
omy the German Democratic Republic (GDR), ‘which lies in fact very 
close to the Western European core’ (Seers 1979b: 20). It was geo-
graphically located in the center of the egg and showed core character-
istics: It exported equipment and technology, employed migrant labor, 
and net exported tourists. Average social conditions were seen not 
much below of the Federal Republic of Germany (FRG), about the level 
of Austria. As in the Western European system, the social situation of a 
country was observed the worse the farther away it was from Germany. 
The indicators show ‘strikingly’ that—similar to Britain, Finland, and 
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Italy—Czechoslovakia, Hungary, and Poland can be considered inter-
mediate countries between core and periphery, even if social conditions 
and income display more similarities to the Western European periphery. 
Bulgaria and Romania are considered clearly more peripheral in their eco-
nomic structure, income level, and social conditions. They are also more 
dependent on technology imports (especially from the GDR). Seers 
(1979b: 20) completes the egg of the European core (cf. the map, cf. Fig. 
3.1) with Bohemia, Silesia, former Eastern Prussia, and the Baltic coun-
tries. Similar to the United States for Western Europe, Eastern Europe had 
a second core, namely the Soviet Union that was strong in economic rela-
tions to the Comecon (export of energy, arms, and technology but import 
of industrial products) and an overwhelming military power (Warsaw Pact, 
military interventions in the semiperiphery of Eastern Europe). It sent, 
however, relatively few tourists and employed little migrant labor. Also, 
the cultural influence of the USSR on the East European system was weak, 
where there was US influence. The USSR’s income level and its level of 
consumer technology were below US standards:

So it is not fully able to act as a major core, though its population size 
alone, together with its resource base, and the fear in Eastern Europe 
of German expansion, enable it still to exert a dominant influence.  
(Seers 1979b: 20)

Clearly, anew research agenda dealing with Seers’ classification would 
seem a fruitful endeavor. What made Eastern Germany core and 
Czechoslovakia semiperiphery in the indicators used by Seers? Was it 
more peripheral Slovakia that influenced average accounts? Both, GDR 
and ČSSR had been considered most developed industrial countries of 
Comecon. As far as GDP per capita was concerned, GDR had overtaken 
the ČSSR in 1967, and both were well above the USSR, the third coun-
try above Comecon average. The situation seems to have been similar 
as far as industrial per capita production was concerned. GDR overtook 
the ČSSR from 1955 to 1963, both countries being above the USSR 
numbers (Kosta 1974: 132 and 222f.). Can the situation of the USSR 
in Fordist times be compared with the United States in the age of finan-
cialization, insofar as industrial production (alone) is not necessarily a 
feature of a core country? Seers implicitly considers similar mechanisms 
of core–periphery development for Capitalist and State Socialist sys-
tems which is reminiscent of the world-systems analysis. Last but not 
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least. Seers’ model had been perceptive as far as the Western European 
situation is concerned, and as regards the Yugoslav dividing line (with 
Slovenia being at the rim of the core), anticipating the fault line.

With the end of the system confrontation, however, Eastern Europe 
forfeited its core and integrated into the Western capitalist system as 
periphery. Especially striking is the degrading of the Eastern core coun-
try Eastern Germany to a periphery of Western Germany, as subordi-
nated workbench of Western Germany’s industries (Heimpold 2010: 
727ff., 737). Consequently, Seers’ egg remained incomplete.
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EDS writers observed the global economic crises of the 1970s and 
1980s, some of them had been development practitioners/advisers 
during the postwar boom decades. Consequently, EDS writers had a 
very sober view concerning development perspectives within the cap-
italist system and criticized respective explanatory theories and models. 
Existing paradigms of economic and regional development deemed odd 
and unsuitable or were even thought to have collapsed (Öström 1983: 
2). If the concept of a ‘Fordist’ postwar model was of limited explan-
atory strength (cf. Becker and Weissenbacher, forthcoming), Fordism 
was at best ‘incomplete’ in the global and European South. Giunta and 
Martinelli (1995: 196) would call the ‘Fordist’ model for the South 
of Italy ‘limited and biased’. With the crisis of the 1970s, however, it 
became apparent that core countries were passing through a period of 
structural change as well. This very broadly dashed remaining hopes on 
‘trickle-down’ and ‘spill-over’ effects.

CHAPTER 4

Old Paradigms and New Crises
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4.1  the old develoPment Paradigm ‘from above’
In both, core and periphery, theory and practice had been dominated by 
modernization theory and liberal economic theory in its neo-classical and 
Keynesian variant (Nohlen and Schultze 1985: 26). These conventional 
theories were unapt to overcome dependencies because they were, as 
Seers (1979: 25) put it, ‘developed in the interest of dominant countries 
and for dominant countries, taking for granted their structural character-
istics and interest in free trade’. Furthermore, they had shaped also social 
scientists in the global periphery. ‘In a sense’, argued Seers (1980: 6),

their theoretical equipment was twice removed from reality – it reflected 
the doctrines developed for other countries in response to earlier events.

Seers held the nineteenth-century European tradition of political econ-
omy responsible for the shortcomings of economic development doctrines 
in the twentieth century. They were being Eurocentric and full of belief 
in ‘the civilizing role of modernization’ and (technological) progress (Box 
4.1). Ironically ‘colonial powers felt little need for planning their own 
future, but became increasingly concerned about the economic plight of 
their territories’ (Seers 1983: 98). ‘Developments plans’ were first mostly 
lists of public infrastructure programs (roads, ports, schools, etc.), in the 
neo-colonial era, economic growth projections became the nature of 
‘development’:

The underlying model is crude, often a simplistic version of Keynesianism, 
with no place for the major strategic issues, especially greater self-reliance. 
[…] In the last quarter century, plans have mostly been derived from the 
Harrod-Domar model […], which treats investments as the determinant 
of economic growth. Estimates of investment needs have relied heavily on 
incremental capital output ratios (ICORS): […] these show great variation, 
especially over periods as short as five years. In fact, they can have little 
meaning if they cover groups of industries with very different technologies, 
less if they refer to the whole economy. Output is anyway also affected by 
many factors besides capital – e.g., apart from education, improvements in 
the health of the workforce. […] In brief, the plans have not been about 
development, which surely implies social and political progress as well as 
economic […]. (Seers 1983: 98 and 100)
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Box 4.1: Development of productive forces: the fetish of TNC 
capitalism?
Dudley Seers (1983: 38) argued that ‘after the mainstream of clas-
sical thought split in two’, the Chicago school and the traditional 
Marxist school, which Seers both labeled neo-classical schools, ‘both 
continued to develop in the same buoyant atmosphere of the nine-
teenth century, a time when the possibilities opened up by industri-
alization still seemed limitless’. But then, after the second world war,

the economism of the main neo-classical schools has implied treating 
development as a largely, even purely economic phenomenon. They 
[…] take some definition of national income based on neo-classical 
conventions as measure. […] The important test of even a capitalist 
country’s progress is, in Marxist terms, the growth of its ‘productive 
forces’: by one route or another, economic growth will – in their view 
– ultimately force a change in social relationships, to the benefit of the 
people as a whole. It is, of course, this emphasis on economic growth 
which largely explains the touching neo-classical faith that there has 
been development in the last few decades, despite increasing inequal-
ities and political repression […]. Since these appear implicit in some 
high-growth patterns, one could make out a case for arguing that 
growth is negatively correlated with development. (Seers 1983: 40f.)

Indeed, contrary to Karl Marx’s nineteenth-century expectations, the 
development of productive forces (labour/workers in combination 
with the means of production) has not lead to such conflicts with the 
relations of production (the economic material base with class rela-
tions between owners and not-owners of the means of production) 
that would change the social formation and the mode of production. 
Moreover, twentieth-century philosophers who followed Marx’ work 
pointed out that the very force that Marx saw as instrumental to 
overcome capitalism turned into a force helping to justify or even to 
maintain it. The same Marx, as Ernst Bloch (2000: 241) put it,

who drove the fetish character out of production, who believed he 
had analyzed, exorcised every irrationality from history as merely 
unexamined, uncomprehended and therefore operatively fateful 
obscurities of the class situation, who had banished every dream, 
every operative utopia, every telos circulating in religion from 
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history, plays with his “forces of production,” with the calculus of 
the “process of production” the same all too constitutive game, the 
same pantheism, mythicism, upholds for it the same ultimately uti-
lizing, guiding power which Hegel upheld for the “Idea […]”.

The expectations of Marx had been overly optimistic, Theodor 
Adorno (1972: 363) argued similarly, that the productive forces 
would burst the relations of production. Marx, the sworn enemy of 
German idealism, had kept its key historical narrative: Emphasizing 
the role of productive forces for social change resembled Hegel’s 
‘Weltgeist’ and turned into justifications for later versions of the 
social order that Marx intended to change.

Twentieth-century TNC capitalism fragments global workers 
to a higher degree (with highly polarised incomes), employs ever 
less wage labor due to high productivity (but accepts extreme 
labor-intensive conditions in the periphery), wastes resources (with 
the consequences for mankind), and establishes uneven consump-
tion patterns. The relations of production are treated as ‘given’ in 
mainstream thinking, technological innovations are being sought 
for in order to cure social and environmental problems related to 
the global mode of production. The ‘development of the produc-
tive forces’ experiences a ‘strange non-death’ (to borrow a phrase 
from Colin Crouch 2011). Theodor Adorno (1972) had elabo-
rated as early as 1968, shortly after the period Arrighi and Drangel 
consider transitional years (when industrial production ceased 
to be a core activity), the underlying issues of contemporary cap-
italism: ‘Late capitalism or industrial society?’ It was ‘the current 
form of socially necessary appearance’, he argued (Adorno 1972: 
368f.), ‘[t]hat productive forces and relations of productions are 
seen as one today and therefore one could readily design soci-
ety from the productive forces’. It was a necessary appearance for 
society because it integrated formerly distinctive elements of the 
‘social process’, including people. Material production, distribu-
tion, consumption are administered in common, the boundaries of 
which become blurred: ‘All is one. The totality of mediation pro-
cesses [“Vermittlungsprozesse”], truly of the exchange principle, 
produces another deceptive immediacy. It allows for the possible 
forgetting of differences and antagonisms, contrary to one’s own 
perception, or to repress them from consciousness’ (Adorno 1972: 
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369). The ideology of core countries in late capitalism blocks the 
view at different development experiences (and narratives that 
might diverge from bottom-up capitalism as free market success 
story). Relations of production go beyond ownership of the means 
of production and include elements of the state and its administra-
tion. Adorno (1972: 363) calls this the ‘role of the state as institu-
tional capitalist [“Gesamtkapitalist”]’ which seems compatible with 
the symbiotic relationship between states and companies which 
Arrighi and Drangel talked about (above). The productive forces 
seem to resemble general technical rationality, and a situation is 
created that appears as if ‘the universal interest is that in the status 
quo, and full employment is the ideal and not the liberation from 
dependent labor. This situation, however, which is with regard of 
foreign affairs extremely unstable, anyway, constitutes a mere tem-
poral balance, the resultant of forces which threaten to tear it apart. 
Within the dominant relations of production, mankind is virtually 
its own reserve labor force which must be supported’ (ibid.).

The relations of production have survived, argues Adorno 
(ibid.), and have ‘continued to subjugate the productive forces. 
The signature of this age is the predominance of the relations of 
production over the productive forces, which have mocked the con-
ditions for some time’ (ibid.). ‘It is exactly this fetishism of the pro-
ductive forces’, the French sociologist Pierre Bourdieu (2005: 176) 
tied in with Ernst Bloch, ‘that is echoed by the prophets of neolib-
eralism and the archpriests of monetary stability and D-mark’.

Stöhr (1983b: 120) described as development paradigm ‘from above’, 
‘center-down’, and ‘from outside’ a dependency on global demand and 
on effects of global innovation centers that are being diffused to the 
periphery in hierarchical processes by means of private capital transfer and 
public funds (Stöhr 1983c: 284ff.; Stöhr 1981: 61). Development ‘from 
above’ for countries and regions aimed at reaching a high degree of

industrialization and urbanization resembling the structures of the most 
developed countries today, by a unilineal process of increasing the use of 
capital, technology, and energy, and by utilizing ever-increasing agglom-
eration and scale economies in order to participate with increasing special-
ization in the world market according to their comparative advantages in 

4 OLD PARADIGMS AND NEW CRISES  117



factor endowment, which in fact rarely occurs precisely in this fashion […]. 
(Stöhr 1981: 61)

Different approaches were seen as belonging to the ‘center-down’ 
paradigm:

The center-down paradigm has its roots in the balanced versus unbalanced 
growth controversy of the 1950s. It was argued that the poverty of the 
developing countries and of less-developed subnational areas is a result of 
the low productivity of labour, which is in part a function of an inadequate 
supply of physical capital. But the shortage of capital is attributable in large 
measure to the persistently low levels of saving – caused in turn by low 
income, thus completing the vicious circle of poverty. Because low incomes 
and a consequent lack of effective demand generally spell failure for any 
heavily concentrated investment in a single consumer-goods industry, the 
balanced growth advocates proposed that investment should be diversified 
over a broad range of such industries. Each industry, it was argued, would 
then generate, through its factor payments, a demand for the goods of the 
other industries sufficient to keep all of them viable. Investment projects 
that might be individually unprofitable would, taken together, be profita-
ble […]. (Hansen 1981: 15)

The theory of balanced growth (important proponents were Ragnar 
Nurkse and Paul Rosenstein-Rodan) was soon questioned regarding the 
costs and state planning abilities of such a ‘big push’ of industrializa-
tion. Furthermore an open economy would have to deal with the import 
pressure on infant industries. Famous theorists of unbalanced growth 
are often referred to as polarization theorists. They formulated concepts 
of positive and negative effects from core on peripheral regions: Albert 
Hirschman (leading sectors, ‘trickle down’-effects, polarization), John 
Friedmann (core–periphery model of regional development), Gunnar 
Myrdal (‘spread effects’ and ‘backwash effects’), and François Perroux 
(growth poles of industrial sectors, originally in purely economic terms), 
whereupon the latter two were distinctively more pessimistic regarding 
the development of peripheral regions (Hansen 1981: 16ff.; Friedmann 
1983: 148f.). The ‘polarization school’ was by no means a homogene-
ous group either. They seemed indeed mostly theorists and development 
planners from the core, drawing from ‘development experience’ in the 
core but also from work experience in the periphery. But Hirschman, 
for example, believed into market forces in order to counter inequalities 
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and disparities, while Myrdal urged for government intervention, and 
Friedmann was markedly critical of the prevailing ‘polarized’ devel-
opment doctrine (Friedmann and Weaver 1979: 115f.). ‘Basically this 
model assumed’, as Stöhr (1983b: 120) points out:

that development has to emanate largely from world-wide effective innova-
tion centers and world-wide demand, and to spread ‘downwards’ towards 
less developed nations and regions. This was supposed to have been ena-
bled by a hierarchic diffusion of demand multipliers (for instance via the 
export base model), by a hierarchic process of diffusion of innovation, 
and by a transfer of private capital and public funds, respectively, from 
the highly developed to the low developed regions. Hereby this model 
assumed – even if often tacitly – that the development of weaker developed 
countries and regions had to be based on impulses ‘from above’ and ‘from 
outside’.

Crucially, development theories ‘from above’ followed similar assump-
tions as the prevailing liberal economic perceptions of regional policy 
that assumed, economic backwardness and development disparities had 
endogenous causes leading to ‘modernization deficits’. The remedy was 
seen to come from outside impulses. The proposed solutions were fol-
lowing objectives of a national or global economic policy and should 
be market-based. Economic imbalances were meant to be overcome by 
functional and spatial integration, structural differentiation and speciali-
zation through division of labor (Nohlen and Schultze 1985: 27). Such 
a liberal market-based paradigm of regional policy was following a special 
modeling logic:

1.  The logic of modeling treated regions as functional regions with-
out history and geography. There is no regional unity that is his-
torically grown. The region is functionally determined by the 
framework of overall national economic development;

2.  Functional integration and specialization by division of labor is 
necessary to reach equilibrium (facilitated through ‘trickle-down’ 
effects). Market equilibrium was to be reached in the long-term. 
Development disparities are being accepted in the short run (or 
even stimulated) because the economy overall must first grow 
before wealth reached by economic growth can be distributed 
regionally (convergence theory);
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3.  Regional policy was subordinated to the national economy, 
whereby infrastructure investments furthered functional integra-
tion (functional barriers to growth, allocation and integration are 
being removed) (Nohlen and Schultze 1985: 27c.).

Nohlen and Schultze (1985: 30c.) emphasize that Keynesian and neo-
classical concepts of regional development do not differ in their strategies 
but in the instruments they apply. When neoclassical economic conver-
gence between rich and poor regions had not appeared, argue (Stöhr and 
Tödtling 1979: 138), regional policies were introduced—‘as crutches to 
try to make the neo-classical model work’—such as manipulation of fac-
tor prices (capital and employment incentives) and distribution of exter-
nal resources (public infrastructure investments)’ (Stöhr and Tödtling 
1979: 138). Both concepts, so Nohlen and Schultze (1985: 30c.), 
assumed endogenous causes and exogenous impulses to overcome mar-
ket imbalances. Functional integration and specialization were deemed 
necessary to reach equilibrium, which was made possible by trickle-down 
effects from growth poles of modern industries. Both concepts focus on 
growth of the overall economy and link regional policy to the needs of 
the entire state. They follow the logic of capital utilization that depends 
on constant growth and concentration, the negative impact of which 
they wanted to counter in the first place. Therefore the framework of 
the original processes is not being overcome. As far as the instruments 
are concerned, the neoclassical visions trusted that imbalances could be 
overcome by self-healing effects of market mechanisms. Labor migra-
tion into core regions would also increase the peripheral regions income. 
Keynesian remedies went beyond such a ‘passive rehabilitation’. Funding 
for infrastructure development was accompanied by direct and indirect 
investment incentives (subsidies, tax incentives) in order to stimulate 
growth and employment. Often such stimulation efforts for modern 
and capital intensive sectors could not recruit employment regionally 
and therefore had effects outside the region. ‘The current doctrine’, as 
Friedmann and Weaver (1979: 172) pointed out,

which is based on the theory of polarized development, is fully consistent 
with the transnational ideology of development; it is a willing instrument 
in the hands of managers of unequal development.
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Two basic strategies for regional development came from neoclassical 
economic theory. The export base model developed in the 1950s relied 
on an expansion of (international) demand outside the region, in order 
to stimulate growth within the region and reduce imbalances. The main 
focus was the comparative advantage in strategic raw material produc-
tion plus attached industrial production. It was assumed that the setup 
and stimulation of an export production will increase overall demand 
because income for the region would also raise demand for goods and 
services from the region itself. This was supposed to have an expansive 
multiplier effect. Diversifying export production and increasing real 
income would create endogenous growth, short-time imbalances, and 
long-term equilibrium of development disparities via market mecha-
nisms (Nohlen and Schultze 1985: 27c.). Also from the 1950s on, the 
growth poles concept assumed a pilot effect of modern industries being 
outsourced into peripheral regions. It was based on the perception that 
expectations of specialization and division of labor from sectoral process 
optimization would also work in a regional context and hence stimulate 
growth. Industries with above average expectation of growth in gross 
production, employment, and value-added were to be established. Such 
modern key industries in peripheral regions would have a high elasticity 
of demand and should be competitive in an interregional context. These 
growth poles would send manifold development impulses to the region 
by producing input and output linkages between up- and downstream 
companies. By doing so, growth poles also produce sectoral and regional 
polarization. Similar to the export base model the phase of polarization 
was considered temporal. Political measures and market forces would 
spike trickle-down effects that lead to equilibrium (Nohlen and Schultze 
1985: 29).

In the late twentieth European framework ‘development from above’ 
policies had decreasing explanatory value because the economies were 
ever more differentiating, as Musto (1985: 2f.) put it: (a) ‘Europe’s 
industrial metropoles are experiencing a partial de-industrialization, a 
new type of underdevelopment’, and (b) the newly industrialized coun-
tries that had managed to stimulate capitalist industrialization tended ‘to 
impede the industrialisation process in the remaining part of the devel-
oping world’. In some countries, these policies included decentralization 
and increasing regional autonomy (i.e. Spain, Italy) but the result was 
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perceived as ‘blatant and meanwhile from all side stated failure’ (Nohlen 
1985: 10).

Moreover, industrialization and class relations in the European South 
markedly differed from alleged role models in modernization theory 
(cf. Hadjimichalis 1983; Giner 1985; Woodward 1985). Based on their 
study on Calabria, Arrighi and Piselli (1987) suggested that develop-
ment paths could lead into different directions (core or periphery), even 
if points of departures were similar. Macro-processes of integration into 
the world market or into a nation-state could alter experiences deci-
sively. ‘Qualitative processes’ could lead to peripheralization—as in the 
case of three subregions of Calabria—although ‘the same kind of rela-
tions of production may be associated […] in another place [Prussia, 
Switzerland, the US, RW] with ascent to core position’ (Arrighi and 
Piselli 1987: 694). They (Arrighi and Piselli 1987: 687) understand by 
‘peripheralization’

a process whereby some actors or locals, that participate directly or indi-
rectly in the world division of labor, are progressively deprived of the ben-
efits of such participation, to the advantage of other actors or locales. The 
redistribution of benefits can take different forms, and each of our three 
roads to wage labor – as they unfolded in Calabria – illustrates a specific 
form of peripheralization: transfer of surplus, unequal exchange, and direct 
surplus appropriation.

Arrighi and Piselli (1987: 694) argue that the same microstructural 
relations and developments can lead to different paths of development 
because ascending to the core and peripheralization

are macroprocesses of the world-economy, which have only indirect and 
partly indeterminate connections with the microstructures of production 
and reproduction. As a macroprocess, peripheralization is determined pri-
marily by the relations in time and space among microstructures and only 
secondarily by the nature of the microstructures themselves.

Lastly, ‘primitive accumulation’ and free movement of labor was not a 
sufficient characteristic for future development toward a core region. 
‘The Calabrian case provides compelling evidence’, concludes Piselli 
(2011: 37f.),
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in support of the need to critically rethink the assumptions about ‘primi-
tive accumulation’ by means of which the dispossession of the peasantry is 
seen as a natural condition of successful capitalist development. In short: 
In the first place, systems of production that are often construed as suc-
cessive stages in the development of capitalism (subsistence-production, 
small-scale commodity production, and large-scale commodity production) 
developed in Calabria next to each other and at about the same time. In 
the second place, if none of the three roads to wage labour can be con-
strued as representing successive stages of capitalist development, neither 
can any of them be construed as a feature of core positions or of peripheral 
positions.

Geopolitical position, the state level, and the substate level (such as 
Calabria) influence the development path of microstructures. In the case 
of the three Calabrian subregions, historical developments at the level of 
the state, the geopolitical order, and integration into the world market 
and its developments converged their own development paths toward 
one peripheral region of Calabria:

‘Actors, activities, and locals are shaped by history and geography, 
ecology and sociology, in complex ways’, argue Arrighi and Piselli (1987: 
696) against economism in development (economic growth or develop-
ment of productive forces). But ‘once a locale has entered a given path of 
development’, they add laconically,

the direction of change, if not its speed, is pretty much set for long periods 
of time. […] [E]conomic activities become embedded in social relations 
that form a cultural totality can only change as a totality. This is of course 
also true of economic activities in in core locales. However, it is plausi-
ble to assume that the greater command over world-economic resources of 
the actors endows them with better possibilities to do two things: one, to 
establish new activities in addition to, or substitution for, existing activities; 
and two to overcome social constraints and resistance to innovation.

The alleged modernization path was once more altered when transna-
tional companies (TNC) began integrating Southern European countries 
into their realm in the 1960s, well before the Southern enlargement of 
the EC brought political integration (Vaitsos 1982: 143; Hadjimichalis 
and Varou-Hadjimichalis 1980; cf. Chapter 5.5). (A similar process of 
TNC activity was observed when Eastern Europe ‘integrated’ into the 
Western integration model from the 1970s onwards, Hager 1985: 67; 
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cf. Komlosy 2006: 85–91.) The expectation that development pro-
cesses would be triggered by market mechanisms did not materialize. 
Instead, the institutional, cultural, legal and often military penetration 
of peripheral regions eroded the development potentials and increased 
dependencies (Stöhr 1985a: 229f.). With fading faith in trickle-down 
and spill-over effects, peripheral regions ‘increasingly needed to consider 
making regional development more endogenous’ (Stöhr 1983a: 7; cf. 
also Stöhr 1983c: 284f.; 1985a: 230). As a solution to the crisis, how-
ever, more spatial specialization prevailed, establishing a new interna-
tional division of labor and further spatial hierarchization (Stöhr 1983b: 
121; 1985b: 7 and 12). Regional policies of nation-states led to deeper 
integration into the world market, and motivating export orientation 
further increased the functional disintegration of regions: ‘The increased 
opening up of regional structures to external influence, particularly in 
peripheral areas, led to an increased exposure to external shocks and a 
reduced resilience’ (Stöhr 1983a: 11).

4.2  transnational comPanies: ‘new’ actors  
disguised by an old Paradigm

TNC have been the dominant actors in transnational capitalism in 
Europe long before political integration (cf. Chapter 5.5). TNC capital-
ism appears to contradict drawing board assumptions by economic sci-
entists that aim at constructing invariant empirical laws. But also some 
dependency thinkers had been criticized for not acknowledging the deep 
structural penetration of transnational capitalism which was perceived 
as dividing line among dependency theorists. As a Marxist economist, 
EADI member, and dependency school critic Tamás Szentes (1983: 109) 
put it:

Contrary to those variants of the [dependency theory] which attrib-
ute primary importance to the type of dependence (and of exploitation) 
manifested in the exchange relations or in the transferred technology and 
consumption patterns [Immanuel Wallerstein, Arghiri Emmanuel, Oscar 
Braun, Celso Furtado], it can be proved both logically and historically 
that the most deeply-rooted, far-reaching and intensive type of economic 
dependence and of the asymmetrical relations in the international econ-
omy is the foreign control by ownership (not necessarily majority own-
ership) over the key sectors of economy, over the ‘commanding heights’. 

124  R. WEISSENBACHER



This restricts the national sovereignty over the economy far more than any 
other type, and besides reproducing itself as a result of the local accumula-
tion process of foreign capital, it also provides, by its structural effects, the 
basis for the rise or perpetuance of the other types of dependence. In so far 
as the investment decisions in the key sectors are made or strongly influ-
enced by foreign capital, particularly by the giant TNCs, the production 
structure of the country is shaped according to foreign interests. What fol-
lows is that the biased production structure will largely determine a biased 
trade structure, and will also affect the technological and training condi-
tions, the financial bottlenecks and the consumption pattern, too. Though 
there is, of course, an interaction, as long as ownership control exists (in its 
internationally asymmetrical pattern), and exerts its structural effects, the 
other forms of dependence appear rather as derivatives.

Following our discussion in Chapter 2, it seems as if neither Furtado nor 
Wallerstein would count towards authors underestimating TNC power. 
Also among the European Dependency School, there was awareness of 
the role of TNC. Eminently dealing with issues of TNC in the European 
Dependency School was Constantine Vaitsos (1980: 24):

For a significant part of production activities and exchange relations, the 
underlying economic and behavioural forces can no longer be adequately 
understood or interpreted on an inter-national or an inter-areas basis. 
Instead, the appropriate framework of analysis appears to be one of cor-
porate internalization. In such a context, decisions and information man-
agement, production and exchange activities, as well as the accumulation 
of resources and capabilities are integrated within the consolidated bound-
aries of a single enterprise control system, with affiliated or related firm 
operating in a number of national jurisdictions.

Central planning has long entered the capitalist mode of produc-
tion but the appearance of market capitalism prevailed. TNC consti-
tute meta-market institutions that operate on a dual structure, argued 
(Vaitsos 1980: 42): market mechanisms to the outside (if on oligopolist 
markets) and central planning, control, and discretionary decision-mak-
ing to the inside. TNC ‘have developed’, as Vaitsos (1980: 34) put it 
almost four decades ago,

into the most centrally planned, monitored, controlled and managed eco-
nomic entities in the world economy. The Soviet or Chinese economies 
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fall short of them in the extent of non-participation by constituent parts 
in central planning and overall decision-making. They also fall short in the 
locational concentration of certain strategic assets, such as technology and 
top managerial capabilities. Through the internalisation of decision-making 
on a worldwide scale, the apex of the capitalist system, namely the transna-
tional enterprise, has evolved in an institution which, in its sizeable inter-
national operations, negates the foundations of pluralism upon which the 
market system was founded. In this case, serious conflicts exist between 
efficiency (in managing global operations) and distributional implications. 
One area where this administrative and non-participatory structure of deci-
sion-making is visible is the setting of transfer prices on goods and services 
exchanged among affiliates.

Also the ‘regionalists’ of the European dependency school were aware 
of the role TNC played in the capitalist mode of production. When 
dependency analyses were written in the 1970s, a power struggle in the 
international economy was prevailing. Friedmann and Weaver (1979: 
163ff.) gave an account on the power struggle between states/govern-
ments and transnational companies which was, on an international level, 
carried out by and in organizations like the international labor organiza-
tion (ILO) or the Club of Rome.

Every national economy is, to a degree, both functional and territorial, 
but the actions to which these principles of social cohesion give rise often 
result in bitter struggle. In any event, the complexity of the response space 
does not allow of ideologically ‘pure’ answers. Territory and function are 
both needed for development. The real question is which principle is to 
be master: shall function prevail over territory, or territory over function. 
At the moment the transnationals appear to be gaining in this contest for 
dominion, but the arguments favouring the territorial principle are very 
strong, and territorial systems are, in any case, essential to the survival of 
corporate (functional) power. Without territory, corporate power could 
not shift the burdens of production on society. (Friedmann and Weaver 
1979: 171)

Spatial development planning based on the theory of polarized devel-
opment and with the ‘growth centre doctrine as its principle tool’ had 
become ‘the handmaiden of transnational capital’ and ‘a willing instru-
ment in the hands of the managers of unequal development’ (Friedmann 
and Weaver 1979: 171). TNC had a strong influence on regional devel-
opment, leading to monopolistic structures without modernization in 
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industry (cf. Chapter 4.2). John Logan (1985: 150ff.) argued that integra-
tion into transnational capitalism had aggravated contradictions between 
traditional and ‘modern’ capitalist elites, which had finally led to the end 
of dictatorships in Southern Europe. He pointed out ‘that “modern” elites 
[…] are intimately interlocked with international capital. Their future  
is not a development pattern leading to a more independent national 
economy, but indeed in some ways to a more dependent role in the 
world-system’ (Logan 1985: 150). Çağlar Keyder (1985: 147) empha-
sized ‘the conflict between pro-European and pro-American fractions 
during the late 1960s and the early 1970s’. Following Poulantzas, Costis 
Hadjimichalis (1983: 136) refers to authoritarian statism, which ‘cor-
responds to the current phase of advanced monopoly capitalism, in the 
way that the liberal state referred to the competitive stage of capitalism’. 
Most Western European countries had seen ‘intensified State control over 
every sphere of socio-economic life, combined with extensive spatial pol-
icies’ since the 1960s. In Southern Europe (Greece, Italy, Portugal, and 
Spain) this new form of state acquired distinctive features since 1975. 
They seemed ‘to be more “open” and “democratic” compared to the 
recent experience of fascism and military dictatorship’ (ibid.). New dem-
ocratic liberties developed but integration into (new) international divi-
sion of transnational capitalism brought a new authoritarian statism as well  
(cf. Chapter 3.1).

4.3  sPatial sPecialization, external dePendency, 
and disintegration of PeriPheral regions

Spatial specialization was seen to have increased markedly after 1945 
(Stöhr 1983a: 7f.; 1985b: 2ff.): Single regions produced less products 
for growing markets. Specialization applied not only for products but 
also for factors of production and their functional relations. It supported 
the social and political differentiation among regions in terms of polit-
ical power, social innovation, but also the degree of dependencies. To 
the consequences of such economic, political, and social interrelations 
belonged a narrow concentration of economic activities on few resources 
(raw materials, tourism) because there was demand in the ‘large-scale 
interaction system’. Other resources remained little or not utilized. 
Century-old mechanisms that had regulated the relations among people, 
or between people and nature were often
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put out of action and are substituted by behavioural patterns and institu-
tions from the outside, which cannot be adapted to regional requirements. 
Decision-making structures of trans-regional enterprises and national or 
international institutions are catalysts for this process. (Stöhr 1983a: 8)

With the global crisis of the 1970s, the dilemma of regional policy, which 
aimed at reducing the divergence of regional living and working condi-
tions, became also manifest in industrialized countries (Tödtling 1983: 
36). The studies by Stöhr and Tödtling (1977, 1978) suggested that 
‘spread-effects’ were smaller than ‘backwash effects’, and that there was 
little sign of regional convergence (Stöhr and Tödtling 1979: 148ff.; 
Stöhr 1975). Where regional convergence was visible, it seemed to be 
accompanied by disparities at other levels (intra-regional or intra-per-
sonal). Regional policies had been based on the mentioned external 
conditions and following assumptions that ran out of validity in the 
early 1970s (Stöhr 1983c: 284). Regional disparities had not been elimi-
nated during the upswinging conjuncture, and built henceforth the base 
for a new ‘spatial division of labor’ as it was called by Doreen Massey 
(1979) in her contribution to the conference ‘The Death of Regional 
Policy’: She considered it unclear if the level of convergence was owed 
to regional policies or rather to the behavior of industry during the con-
jectural upswing, and the consequences of interregional and international 
division of labor. Stöhr (1983b: 120f.) emphasized the role of economic 
growth in the temporary quantitative success of regional transformation 
that covered the (negative) qualitative and structural changes of trans-
formation in peripheral regions, such as a decline in sectoral and func-
tional diversification of peripheral economic spaces, a growing structural 
dependency from external key functions and decision-making, global 
economic and structural fluctuations, and external factors like capital 
and technology. The structural transformation would go along with the 
new spatial division of labor, which was introduced by multi-regional and 
multinational companies. They took advantage of existing disparities and 
were, as Herzog and Tödtling (1983: 111) showed in their critical study 
on funding institutions of Austrian regional policies, able to use incen-
tives most successfully (access to public funding, inner division of labor 
in order to use regional division of labor).

Key functions of this new spatial division of labor (R&D, planning, 
decision-making) were concentrated in core regions, while executing 
parts of the production, with low rates of innovation and small sectoral 
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differentiation, and routine functions were outsourced into peripheral 
regions:

This can also be seen as process of successive hierarchical outsourcing of pro-
duction processes into peripheral regions […]. This process of outsourcing 
often happens in many steps, as routine production from low developed 
regions in industrial countries relocates to developing countries that dis-
play a still lower wage level and an again lower organizational level of their 
labor force […]. (Stöhr 1983b: 121; cf. also Stöhr 1985b: 7 and 12)

A specialization pursued in accordance to the needs of core regions had—
despite temporal growth successes also in some quarters of the periphery—
undermined ‘the substance of weakly developed regions and therefore [...] 
reduces their medium term and long term development potentials’, which 
led to a functional disintegration of peripheral regions (Stöhr 1983b: 122).

This is manifested in the discontinuities of local and regional economic 
circuits as well as of social and political interaction patterns (caused, for 
example, by out-migration or long-range commuting), in the idleness 
of regional resources, and in the decline of facilities catering to the daily 
needs of the population […] - access to employment, consumer goods, 
services, etc. (Stöhr 1983a: 9)

Regional policies in most countries tended to accelerate functional  
disintegration. ‘Development’ was promoted by world market integra-
tion (‘integration into large-scale interaction systems’): development 
of transport infrastructure between core and periphery, new factories 
to transfer production from the core, investment incentives, and pub-
lic transfers, ‘export-base activities’, facilitating tourism industry (Stöhr 
1983a: 10). Regional economic cycles were being interrupted but sat-
ellite industries led to instable employment situations. Decision-making 
processes were being transferred to core regions (for example central 
government planning institutions). Setbacks in demand caused by the 
crisis of the 1970s confronted peripheral regions with ‘negative export-
base multipliers’ (closing of factories, cut in public funds). It became 
obvious that qualitative economic, social, and institutional aspects of 
development had been neglected: production displayed a low level of 
diversification, employment was instable and export-dependent, local 
supply had become less accessible and of lower in quality: ‘The increased 
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opening up of regional structures to external influence, particularly in 
peripheral areas, led to an increased exposure to external shocks and a 
reduced resilience’ (Stöhr 1983a: 11).

4.4  dePendent industrialization and PeriPheral 
deindustrialization

Early departures to industrial development in Southern European coun-
tries had been frustrated, and ‘the belated rise of industrial capitalism 
[…] before and during the First World War was only the most visible 
trace of a deeper current, with a much longer past’, argues Salvador 
Giner (1985: 316) from the ‘Durham-network’:

What happened was not so much that these countries were ‘late joiners’ to 
the capitalist industrial transformation, but rather that their bourgeoisies 
had failed in their efforts to be among the ‘first comers’.

Attempts of ‘capitalist modernization’ and ‘catching-up’ industrializa-
tion came in many countries of the European periphery in the form of 
Fascist regimes (as pointed out by the Binghamton network working 
on European dependency). Loukas Tsoukalis (1981: 96ff.), an author 
who wrote in Seers’ EADI-network, seems to use a language that dis-
torts the view on the nature of this ‘modernization’ when he talks of 
an ‘economic miracle’ and of ‘rapid industrialisation’ for the cases of 
Greece, Portugal, and Spain. He concedes, however, that it had been the 
opening of the three economies to the world market during the boom 
years of the 1960s and early 1970s that stimulated such tendencies. 
Acknowledging the critical view of dependency authors (Muñoz et al. 
1979) he adds:

If we approach the problem from a more critical angle, we can talk of an 
industrialization process which has led to an increasing dependence on for-
eign trade and technology. This has in turn created a dualistic economy, seri-
ous regional and structural disequilibria and a highly unequal distribution 
of income. It has also brought about the adoption of foreign consumption 
habits which do not correspond to the standard of living already achieved in 
those countries. Last but not least the rapid process of industrialization did 
not solve the problem of unemployment and this forced hundreds of thou-
sands of workers to leave their country […]. (Tsoukalis 1981: 96)
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Dudley Seers’ (1978) report on the Portuguese situation unmistakably 
shows the legacy post-Fascist governments inherited from the period of 
Fascist modernization: growth without development.

So, although economic growth was moderately fast (about 6–7% a year 
in real terms), social problems remained severe and some of them grew 
worse, aggravating the regional imbalance. Wages were held to levels 
which were becoming very low by comparison with those in France and 
West Germany, but nevertheless, the economy was incapable of absorbing 
the growth in the labour force. Two quasi-solutions emerged in response 
to the widening gap between wage levels in Portugal and elsewhere in 
Europe: labour emigrated in increasing numbers and a growing flow of 
foreign tourists commenced. By 1974, the economy was relying on emi-
grants’ remittances and tourist earnings to cover a large part of import 
needs, including food. Thus, the country had become heavily dependent 
on events in North Western Europe as well as Africa. (Seers 1978: 2)

With the global economic crisis, the vulnerability of the three periph-
eral Mediterranean countries became obvious. They had few options 
compared to the core countries, ‘while profoundly affected by the eco-
nomic crisis and by the policies adopted by the core’, they ‘are severely 
constrained in their ability to respond or react in an autonomous fash-
ion’ (Pollis 1983: 212). If transnational capitalism could foster indus-
trial development, it apparently also led to regional deindustrialization. 
Different authors have observed processes of deindustrialization in 
European regions of the periphery, such as for Eastern and Southeastern 
European countries during transformation processes (Becker et al. 2016) 
or the Greek, Portuguese, and Spanish EC/EU integration processes 
(Etxezarreta et al. 2014: 65; López and Rodríguez 2010: 8; Stathakis 
2010: 110; Santos and Jacinto 2006).

Deindustrialization often appears to be used intuitively, this is why 
Francesco Lissoni (1996: 1) tried ‘to put some order in the debate’, 
and suggested two main views, a macroeconomic and a geographic 
one. The former equals a process of tertiarization, the latter describes 
changes in local areas, ‘once specialized in a few traditional manufac-
turing activities, and nowadays threatened by plant closures and layoffs 
[…]’. More recently, UNIDO (2013: xv) defined deindustrialization as 
‘[l]ong-term decline in manufacturing relative to other sectors. Typically 
measured in terms of share of manufacturing employment in total 
employment’. Changes in the share of the manufacturing sector in GDP 
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or employment seem to be the typical measurement of changes in indus-
trial development (Tregenna 2011: 5).

A reduction of employment, however, could also be caused by a higher 
productivity which could lead to constant or growing output—if not a 
sign of deindustrialization on the output side than still on the employ-
ment side. Furthermore a shrinking share of manufacturing in relation 
to the service sector (tertiarization) does not necessarily mean shrinking 
output or employment if both sectors grow overall. Last but not least, 
a definition of ‘long-term’ seems necessary in order to distinguish dein-
dustrialization from short term effects. Of course, as Louri and Pepelasis 
Minoglou (2001: 398) put it nicely, ‘[f]or an economy to reach de-indus-
trialization, it is thought that it has first to be industrialised’. Therefore 
the focus of the attention had been the advanced capitalist countries, with 
a peak in manufacturing output and employment between the 1950s and 
1970s, and a steady decline afterwards (ibid.). Nicholas Kaldor is rec-
ognized as first having coined the term deindustrialization in the 1960s 
(Lissoni 1996: 2; Louri and Pepelasis Minoglou 2001: 398), relating rel-
ative decline of manufacturing (employment and output shares) to GDP 
growth. Later the role of manufacturing was extended to contributing 
to exports and structural effects (technical progress and productivity 
growth) (Louri and Pepelasis Minoglou 2001: 398f.). All in all the liter-
ature Louri and Pepelasis Minoglou (2001: 398ff.) review, suggest exter-
nal dependence (demand for tradable products) and domestic failure to 
adapt to pressures by international demand (transition to high wage and 
high productivity production) as reasons for deindustrialization. A classifi-
cation of ‘three alternative hypotheses for explaining de-industrialization’ 
is being offered, referring to a study by Rowthorn and Wells (1987):

(a) the maturity hypothesis, according to which once a certain per cap-
ita GDP is reached, the share of manufacturing industry will inevitably 
start falling in favour of services (provided that the share of agriculture 
is already small), (b) the specialization hypothesis, according to which the 
trading patterns of an economy shape the structure of its product and 
employment and (c) the failure hypothesis, according to which it is the fail-
ure of manufacturing, possibly due to its structural weaknesses, to com-
pete internationally, that makes its reduction inevitable. (ibid.: 399; cf. also 
Tregenna 2011: 6f.)

For overall processes of industrialized countries, a maturity hypothesis can 
then be interpreted in the framework of the phasing-out or ‘maturing’ 
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postwar accumulation model in industrial societies that set in at the end 
of the 1960s, with shrinking profitability in the manufacturing sector.  
It heralded the age of ‘postfordism’ and ‘financialisation’. A specializa-
tion hypothesis would then belong to the structural consequences of this 
transformation: tertiarization in the industrial countries and outsourc-
ing of low-technology production to the periphery. (Fröbel et al. 1977; 
Smith 2012) Furthermore

the 1980s switch in ‘policy regime’ in OECD countries (broadly speak-
ing, from post-war Keynesianism to demand constraining monetarism) did 
also contribute to the huge 1980s drop in manufacturing employment[…] 
and [t]he technological revolution that took off in the 1980s also played a 
major role […]. (Palma 2008: 4)

For peripheral countries in Europe as latecomers in industrial devel-
opment, the maturity hypothesis can be pretty much neglected. These 
countries ran through a process of dependent industrialization (and inte-
gration into the world market). From the 1950s to the 1970s, they were 
‘still showing signs of industrial dynamism’ but

in the 1980s and 1990s, many intermediate countries entered the stage of 
de-industrialisation without having reached either the high levels of indus-
trial activity or the high per capita incomes of the advanced capitalist econ-
omies. Thus, their relative place in the global economy in terms of growth 
potential and living standards deteriorated, diminishing prospects of con-
vergence. (Louri and Pepelasis Minoglou 2001: 398)

From the perspective of development studies, a ‘failure hypothesis’ (fail-
ure to reach full-fledged industrialization) is a relative of modernization 
theory, Palma (2008) uses a concept of ‘pre-mature de-industrializa-
tion’. Modernization theory assumes that there are role models whose 
ideal path (or stages) latecomers in development can or should follow 
in order to reach a similar status. Modernization as a role model, how-
ever, is more an exception than the rule. If failure to reach full-fledged 
modern industrialization is the norm, then the few leading nations plus 
a couple of runners-up from the semiperiphery might be exceptions due 
to special circumstances. Moreover, if we take the analysis of Arrighi and 
Drangel (1986; cf. Chapter 3.2 above) than industrialization was just a 
temporal ‘core-like’ economic activity that was historically ‘necessary’ to 
attain or keep a core status. According to this analysis it is the control 
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of commodity chains (‘brain activities’) in TNC capitalism that deter-
mines core status. Furthermore, it must be repeated that a symbiotic 
relationship between core enterprise and core state create a kind of ‘path 
dependence’ that is difficult to overcome in an attempt to upgrade, e.g. 
from semiperiphery to core status (cf. Chapter 3.2). Therefore it appears 
doubtful that a peripheral country can just ignore economic activities 
that have been considered core-like historically (industrialization) and 
just turn toward economic activities that are considered core-like today 
(‘brain activities’ and control).

However, historical tendencies toward policies of ‘self-reliance’ faced 
harsh adverse winds on part of the ‘developed’ countries, above all the 
United States, which included coups d’etat.

The simple fact was however that it seemed increasingly clear that no 
amount of repression […] could contain the emerging social and political 
pressures as long as the manufactured export alternative did not become a 
more realistic option, at least in ‘key’ countries with particular geo-political 
significance. (Bienefeld 1982: 48)

Such considerations had the already discussed beneficial effect that they 
could also take pressure from the contradictory scheme within the devel-
oped block of OECD countries (outsourcing production and offering 
privileged market access):

As competitive pressures between OECD producers intensified, the temp-
tation for the lagging economies to improve their position (and hence sus-
tain their profits and contain inflation) by taking advantage of cheap labour 
in the developing world became more and more irresistible. What the UK 
and the US had begun on a minute scale in Hong Kong and Puerto Rico, 
was now expanded dramatically to South Korea, Brazil, Taiwan, Singapore, 
Mexico and the European periphery. In addition a growing number of 
Export Processing Zones established as pure enclaves in a variety of coun-
tries […]. (Bienefeld 1982: 48f.)

The notion among the dependency school, namely that capitalist indus-
trial development was possible in the periphery, had a double ironic 
twist: first, economic progress in industrial production happened under 
authoritarian rule, second, the obvious contradictions of capitalist devel-
opment were covered by new success stories:
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[A] relatively heterogeneous set of economies, all (except Mexico and 
Yugoslavia) under extremely authoritarian right-wing regimes, emerged 
more or less simultaneously as the NICS [newly-industrialized countries], 
to be eventually acclaimed as models which vindicated the market as an 
adequate, and indeed, the optimal engine of rapid development […]. Their 
experience has become the basis for the militant application of equilibrium 
economics to development, as implicit in the use of cost-benefit techniques 
based on the practically unqualified use of international prices as relevant 
opportunity costs […], and effectively ignoring the many earlier counsels 
that this frame of analysis was inappropriate to the development context 
[…]. It is somewhat ironic that this should have happened just when the 
inadequacies of that frame of analysis have become most evident in the 
developed countries. (Bienefeld 1982: 49)

The special cases of the cold war frontier ‘tiger states’ belonged to the set 
of arguments for a generalized capitalist development path and success. 
As Manfred Bienefeld (1982: 49) described this in the early 1980s:

The new faith was immensely strengthened during the 1970s when a few 
of the smaller NICs – South Korea, Taiwan, Singapore, Hong Kong – 
attained effective full employment, and as a consequence saw real wages 
rise significantly in spite of continued political, and trade union, repres-
sion. This crucial evidence strengthened the argument that market-based 
policies which accepted initial inequalities could be economically and 
socially desirable in developing economies. The experience demonstrated 
once again that if the process of capitalist accumulation can be sufficiently 
concentrated in a particular economic space for an adequate period it has 
the capacity to generate full employment, and consequently to diffuse 
material benefits within this economic space. In this sense the notion of 
trickle down lives, as it has lived in Japan, and in the other industrialized 
countries before that. It still remains, however, to determine what condi-
tions, both national and international, might allow such a concentration 
of accumulation to be sustained over time. In this respect the end of full 
employment in the industrial countries represents a strong warning against 
simplistic generalizations or undue optimism.
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5.1  reconstruction of the euroPean core

Before we turn to the way the European dependency school judged 
the European integration process, we should revisit the turmoil imme-
diately after World War II, where the origins of the European Union 
lie. It is easy to see why today’s EU mythology stresses the aspect of a 
peace union. However, peace seems to have been a pacification of the 
capitalist sphere of interest in Europe which bore the imprint of con-
tinuity and block confrontation. The US realpolitik of a war alli-
ance with the Soviet Union had ended with the death of Franklin  
Delano Roosevelt 1945. His successor Harry Truman returned to the 
US prewar foreign policy, which had been hostile against the Soviet 
Union from the very beginning. But other than after World War I, the 
United States took decisive stance in shaping the international postwar 
order, arriving in their role as hegemonic power of the capitalist core. 
Truman’s more confrontational stance with the Soviet Union was made 
possible by the US monopoly of the atomic bomb—which lasted until 
1949—and the demonstration (against Japan) that the United States 
was willing to use it. Reshaping the Western European core, above all 
Germany against the Soviet Union, the United States allowed sig-
nificant fractions of the German Fascist elite to regain positions in the 
Federal Republic of Germany (cf. Weissenbacher 2007: 30ff.). The 
European Recovery Program (ERP, ‘Marshall Plan’) belongs to the pol-
icy of stabilizing and integrating the Western European Capitalist bloc  
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(Haller 2009: 92; Marsh 2011: 13) as does being soft on German War 
criminals (Schwartz 1990: 406). The ERP had an importance besides 
the geopolitical function: the stabilization of Western Europe served the 
investment strategies and the very economic stability of the US economy 
that had been in full war production as the factory of the Allied armies 
(Harvey 2004: 188; Panitch and Gindin 2012: 99ff.).

For the European countries that were invaded and exploited by Fascist 
Germany, there is a bitter irony in the German ERP success story. The 
economic historian Alice Teichova (1988: 174–178, 188–193) called the 
economic relations Germany had established in Eastern and Southeastern 
Europe already before 1938—the year Germany annexed Austria and 
parts of Czechoslovakia—‘informal empire’. World War II would accen-
tuate exploitation. ‘Germany’s deficits during World War II were mostly 
robbery at gunpoint’, as Albrecht Ritschl (2012), economic historian 
and advisor to the German ministry of economics, put it. After the war, 
the United States immediately helped the economy of the defeated 
enemy Germany to its feet again—at the expense of the victorious but 
exploited and damaged European countries. All countries that received 
funds from US ERP had to accept that their claims (reparations, debt) 
were blocked until Germany had fully repaid ERP funds. Furthermore,

German pre-1933 debt was to be repaid at much reduced interest rates, 
while settlement of post-1933 debts was postponed to a reparations con-
ference to be held after a future German unification. No such conference 
has been held after the reunification of 1990. The German position is that 
these debts have ceased to exist. (Ritschl 2012)

The United States privileged its former enemy Germany after the war, 
against the allies and the countries that had suffered immense casual-
ties, destruction, and plundering by German invasion during World War 
II. Such a war is the most extreme version of core–periphery relations. 
In pure economic terms it means that modernization of German capi-
tal stock and industries during the war was based on robbed resources 
and slave labor. It belongs to the privileges that it was clear for all allies 
that the German society would never pay back what German war and 
occupation caused in European societies. Despite destruction on German 
soil, Germany was still considered the economic engine of Europe. 
A European recovery without rebuilding the German economy was 
deemed not very likely. What was there concerning allied agreement on 
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partial reparations faded with the cold war (cf. Roth and Rübner 2017). 
With the vanishing interest in German reparations, also research on the 
topic suffered. Roth and Rübner (2017: 195) estimate the German total 
debt relating to World War II at 5.9 (European) billion Euro of 2015, 
79% of which (equal to 152.5% of German GDP in 2015) they consider 
as not compensated. Small countries like Greece appear as extreme cases. 
The authors argue that Greece remained virtually not compensated, they 
estimate outstanding accounts at 185 thousand million Euro (2015, 
ibid.). A limited final compensation (either the amount Germany used 
as transfer payments to integrate Eastern Germany—1.2 (European) bil-
lion Euro—or at least the provisions Germany paid to the functional elite 
of the Nazi dictatorship—306 thousand million Euro) should be paid 
to those societies that had remained largely uncompensated although 
they suffered most by German occupation, and were not able to partici-
pate in the core prosperity of postwar reconstruction boom, respectively  
(ibid.: 198).

The London conference, which dealt with German foreign debt, 
began in 1951. It can be seen as an example of yet another challenge 
for countries that had been invaded by Germany. In the negotiations 
with the new German government, representatives of the invaded and 
exploited countries met staff from old (Fascist) Germany. The leader of 
the German delegation in London was Hermann Josef Abs, a member of 
many supervisory boards of German banks and industrial companies (for 
example IG Farben, Deutsche Bank), first in Fascist Germany and then 
in the Federal Republic of Germany (Hilberg 1990: 1259ff.; Czichon 
1995: 169ff., 221, 242ff., 370ff., 386; James 2001: 214f.; 2004: 
214ff., 224ff.). With the agreement on German foreign debt, signed on 
February 27, 1953, the German government was able to postpone the 
reparation issue. When state socialist Eastern Germany was integrated 
into the Federal Republic, the related international treaty (2 + 2 treaty) 
alarmed the German government. Such a treaty had the potential to reo-
pen the reparation issue. An internal brief for chancellor Helmut Kohl 
(dated March 15, 1990, reprinted in Roth and Rübner 2017: 504f.) 
summarized the German legal opinion on the reparation issue. It states 
that ‘currently none of our former wartime enemies is entitled to rep-
arations’. […] [W]e have only agreed to a provision whereupon ‘“an 
assessment of claims resulting from World War II … is postponed up to 
the final regulation of the reparation question”. When the “final regu-
lation of the reparation question” shall occur, has not been regulated in 
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the London debt agreement’. And also the transition agreement with the 
three Western allies, the paper continues, only stipulated that reparations 
should be regulated by a peace treaty of Germany with its opponents or 
by reparation settlements. Therefore, the document makes clear that ‘the 
federal government and also the government of a future united Germany 
has an overriding interest to defy any claim on the conclusion of a peace 
treaty’. Germany’s legal opinion argued that (a) there never was a legal 
agreement to reopen the reparation issue, (b) there was a ‘lack of spe-
cific, contractually agreed commitments’ by Germany, (c) the former 
enemies had relinquished their claims, and (d) Germany had provided 
benefits already. Therefore, ‘the complex of reparation problems […] 
is, 45 years after the end of the war, de facto settled’ (ibid.). The Greek 
government, however, kept die reparation claims open and has re-issued 
them in 2019 following the findings of a Greek parliamentary commis-
sion from 2016 that estimated outstanding reparations of Germany for 
Greece with 288 thousand million Euro (GFP 2019).

With the German currency reform of 1948, the US Army had intro-
duced the Deutsche Mark and also ‘wiped out domestic public debt, the 
largest part of the 300% of 1938 GDP’ (Ritschl 2012). Quite Ironic in 
the light of today’s discussion, the privileged treatment allowed Germany 
to establish the mythology of being the embodiment of economic virtue:

The Marshall Plan had an outer shell, the European Recovery Programme, 
and an inner core, the economic reconstruction of Europe on the basis of 
debt forgiveness to and trade integration with Germany. The effects of its 
implementation were huge. While Western Europe in the 1950s struggled 
with debt/GDP ratios close to 200%, the new West German state enjoyed 
debt/GDP ratios of less than 20%. This and its forced re-entry into 
Europe’s markets was Germany’s true benefit from the Marshall Plan, not 
just the 2-4% pump priming effect of Marshall Aid. As a long term effect, 
Germany effortlessly embarked on a policy of macroeconomic orthodoxy 
that it has seen no reason to deviate from ever since. (Ritschl 2012)

Clearly, European integration was motivated by geopolitical require-
ments of reconstructing capitalist Europe. Jean Monnet, one of the 
political operators of European integration, ‘owed much to American 
encouragement’, his ‘decisive advantage […] was the closeness of his 
association with the US political elite’ (Anderson 2011: 14):
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Monnet’s strength as an architect of integration did not lie in any particular 
leverage with European cabinets – even if he eventually came to enjoy the 
confidence of Adenauer – but in his direct line to Washington. American 
pressure […] was crucial in putting real – not merely ideal – force behind 
the conception of ‘ever greater union’ that came to be enshrined in the 
Treaty of Rome. (Anderson 2011: 17)

To be sure, Monnet himself seems to have been ‘remarkably free from 
the Cold War fixations of the period, looking forward to a united Europe 
that would balance between America and Russia’ (Anderson 2012: 55). 
The Western European integration process, however, had an economic, 
political, and military agenda from the very beginning, and received 
important dynamics from outside in the atmosphere of Cold War and 
decolonization (Korean War, Suez-Crisis, and Hungarian Uprising). 
When the United States demanded from France a coherent policy 
toward Germany, it appears to have been Monnet who came up with 
the idea of a supranational pooling of coal and steel resources. It was 
this European Coal and Steel Community (ECSC) that in 1952 formed 
the nucleus of European integration, which should enable France to 
politically control what was about to become German economic supe-
riority again (Anderson 2011: 14f. and 21; 2012: 54f.; Moravcsik 1998: 
90; Hobsbawm 1996: 241; Leonard 1992: 4ff.; Luif 1988: 3; Scherb  
1988: 51ff.).

An important fraction of the German ‘economic miracle’-elite seems 
to have eyed the integration process critically. Similar to Friedrich Hayek, 
who envisaged institutional arrangements beyond reach of the suscep-
tible influence of national electorates, ordoliberals, the ‘German variant 
of neoliberalism’ (Oberndorfer 2012b: 421), despised propositions for 
European integration they deemed statist or dirigiste (Anderson 2011: 
64f.). The first wave of ordoliberals (e.g. Eucken) and neoliberals like 
Hayek shared an admiration of the German state theorist Carl Schmitt, 
and the authoritarian liberalism by the government of Heinrich Brüning 
(with the emergency law of the Weimar constitution) which laid the 
ground for the succeeding Fascist government of Adolf Hitler. There 
is a tradition of questioning parliamentary democracy and repudiating 
the welfare state and economic democracy that runs from the Weimar 
Republic to postwar Europe, culminating in a renaissance of Hayek in the 
1970s (cf. Chapter 9.3), the authoritarian competition state, and author-
itarian constitutionalism (Scheuerman 1997; Oberndorfer 2012a, b).  
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As Ralf Ptak (2004: 62ff.) pointed out, postwar construction of ordo-
liberal economists as opponents of National Socialism are apologetic. 
German neoliberal/ordoliberal economists were able to publish freely in 
NS times and belonged to advisors of the NS state in questions of eco-
nomics, market and spatial research, and war economics, e.g. Ludwig 
Erhard, Alfred Müller-Armack, Walter Eucken.

Ludwig Erhard, Secretary of Economics in the Konrad Adenauer 
administration and later German chancellor, was one important and 
decisive figures in continuity and tradition. Erhard ‘was a pragmatic in 
the service of different principals’ (Roth 1998: 99) who hired particu-
larly many Nazi-cadres with expertise in economic administration and 
enemy territory occupation for leading posts in his Ministry of Economic 
Affairs (Roth 2001: 36; for Erhard’s role in Nazi Germany, where 
he did groundwork for the German social market economy [‘soziale 
Marktwirtschaft’], see Plehwe 1998; Roth 1998, 1999a, b; Wünsche 
1999). From 1950, Erhard belonged to the larger ordoliberal current 
of the neoliberal Mont Pèlerin-Society (MPS). He subsidized MPS and 
tried to counter macroeconomic regulation models that he perceived 
dominating in other ministries (Roth 2001: 13f. and 26ff.). Walter 
Eucken participated in the founding meeting of MPS in 1947, among 
the ordoliberal ‘German School of Social Market Economy’ were Müller-
Armack and many others (Ptak 2004: 261).

Erhard and the ordoliberal German group took an important 
role in shaping the European integration process. A decade after 
WWII, Germany was freed from many of its responsibilities accumu-
lated through German fascism. Western European integration pro-
cess would allow the Western part of Germany to regain even more 
room to maneuver in postwar Europe. Stuart Holland, contribu-
tor to the EADI network—who was drawing on the Latin American 
Dependency School (Holland 1980: 114)—and British labor politi-
cian, described the German approach to European integration with  
these words:

For Konrad Adenauer, as for Walter Hallstein – not only first president of 
the Commission, but also former West German Foreign Minister – it was 
important for the Federal Republic to regain a place in the sun of interna-
tional affairs, but not at the cost of denuding herself of commitment to the 
dominance of a market economy and the competitive process. (ibid.: 13)



5 CORE AND PERIPHERY FROM COLD WAR TO MONETARY INTEGRATION  147

As the study by Thomas Rhenisch (1999: 91ff., 154ff.), shows, however, 
parts of German industry would have preferred a more functionalist inte-
grative (free trade) solution in the context of the European Economic 
Co-operation (OEEC) to an institutional integration of EEC6. OEEC 
was the predecessor of OECD, the important institution of Western 
European integration and cold war that also administered the European 
Recovery Program (ERP, ‘Marshall Plan’). As far as the Western German 
government’s position is concerned, there was going on—behind the 
scenes—a stiff quarrel between the foreign secretary, backed by chan-
cellor Konrad Adenauer, and secretary of economics Ludwig Erhard, 
who also favored a free trade arrangement in a wider context of OEEC 
including Britain. Erhard considered the OEEC the ideal example of an 
open liberal integration, while he saw in institutions like the EEC6 inte-
gration model, as Rhenisch (1999: 91) put it, ‘instruments from the diri-
giste torture chamber’. He preferred an economic functional integration 
instead. Erhard was backed by important fractions of German industries. 
Representing an uncompromising economic liberal position—against 
the pragmatic stance of Adenauer and the foreign secretary—Erhard 
tried to topple or at least postpone the integration concept of the EEC6 
before the treaty of Rome. He tried in vain to be authorized with the 
government’s integration negotiations. Only after the treaty of Rome 
was signed, Erhard’s economic ministry received the competence for the 
European integration (ibid.: 141ff., 152).

Chancellor Adenauer gave priority to foreign and security pol-
icy. His position favored EEC which was supported by the influential 
Bundesverband der Deutschen Industrie (BDI), where German heavy 
industry was influential, with a positive attitude toward cartels (ibid.: 
121; something the ordoliberal Erhard was opposed to). Lastly the BDI 
seems to have reached a hegemonic position among German industries 
as far as the ‘small European integration approach’ (ibid.: 126) was con-
cerned. Furthermore, some of the industrialists wanted to avoid the 
impression that after having regained sovereignty, Western Germany was 
no more interested in European integration. Above all, the most power-
ful economy in Europe would not have to fear competition in the com-
mon market. Adenauer’s economic advisor Hermann Josef Abs, however, 
seems to have been in line with Erhard in most or many economic issues 
critical of the EEC6 integration project (e.g. Rhenisch 1999: 97, 147).

Although Erhard failed to circumvent EEC6 integration, and was 
unable to determine the government position in this issue, the genesis 
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between the preparatory ‘Spaak-Report’ of 1956 and the actual ‘Treaty 
establishing the European Economic Community’ (Treaty of Rome, 
signed in 1957) suggests that the lobbying of Erhard and fractions of 
German industry showed some success. An exemplary issue, from a 
development standpoint, was the institution of an ‘investment fund’. 
The Spaak-Report’s Section III.1. (‘The Investment Funds’) displayed a 
remarkable wording. Under heading two it reads:

Common development of the less favoured areas, which exist in all the par-
ticipating States, is a fundamental condition of the success of the common 
market. In the event of a sudden economic merging of territories of une-
qual economic development, cheaper labour and the greater productivity 
of investments do not automatically ensure more rapid progress of the ini-
tially less favoured territory and thereby harmonisation of the levels of the 
respective areas concerned. Indeed, as shown in the case of the unification 
of Italy after 1860 and the United States after the War of Secession, the dis-
parity in development can go on increasing where fundamental conditions 
of production development are not initially created out of public funds, i.e. 
infrastructure of roads, ports, communications, facilities, the financing of 
schools and hospitals, drainage, irrigation and the improvement of soil pro-
ductivity. Positive common action in this connection is beneficial not only 
to the territories it is desired to develop but also to those in a more favour-
able position, since the latter increasingly benefit from the greater activity 
resulting from that development and may in this way prevent relations with 
less favoured territories from jeopardising their wage levels and standard of 
living. (Intergovernmental Committee 1956: 65)

Erhard repudiated adjustment funds as proposed in the Spaak-Report, 
and wanted to accept general coordination of national economic poli-
cies only (Rhenisch 1999: 148). There was, moreover, broad resistance 
also among German industrialists against institutionalizing the invest-
ment funds. Parts of the industry aimed at watering down the provi-
sions and treated them as preliminary (Rhenisch 1999: 108f.). The 
German mining industry saw investment funds useful to attract for-
eign capital to Europe but wanted to impede that it could be used to 
balance more and less advantaged areas—which was seen as working 
against the international division of labor (ibid.: 115). Similar arguments 
were brought forward by the German iron and steel industry (ibid.: 
118). Moreover, Adenauer’s economic advisor Abs also argued against  
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maintaining common European investment funds: They would never be 
able to entirely replace international commercial loans.

One takes care of strengthening confidence in the honesty of national 
governments as against foreign property and generally foreign rights, one 
struggles to keep currency and the economy stable then far more capital 
will be invested in foreign countries than can be achieved by the help of 
funds or other public subsidies. (Abs, quoted in Rhenisch 1999: 97)

What remained of the Spaak Report’s investment fund appears to have 
been much more in line with liberal economic views. The Treaty of 
Rome envisaged the establishment of a European Investment Bank, the 
task of which was ‘to contribute to a balanced and frictionless develop-
ment of the Common Market in the interest of the Community’ (EC 
EUR-Lex n.y.1: 67). Loans and loan guarantees for the capital mar-
ket should enable projects (a) to make accessible ‘less developed areas’;  
(b) ‘to modernize or adapt companies or to create employment oppor-
tunities that arise from gradual formation of the Common Market, and 
which cannot—due to extent or manner—be completely financed by 
means of the single member states themselves’; (c) in the interest of sev-
eral member states (ibid.: 67f.). Even if supranational regulations them-
selves were perceived by some being against radical liberal reasoning, the 
way the regulations were formulated followed radical liberal reasoning 
in the central issue of the liberal paradigm: competition. As we will see, 
EDS authors were very much aware of the fact that policies of indus-
trial and regional development could be undermined simply by argu-
ing violations of the competition principle. Furthermore, the Western 
German government safeguarded its liberal stance by managing to fill 
important positions at the community level: Walter Hallstein became 
first president of the European Commission, and Hans Groeben, a con-
fidant of Ludwig Erhard from the ministry of economics, monitored 
the competition regulations as competition commissioner (Holland 
1980: 13f.). Already in 1959, Groeben intervened in policies he per-
ceived as ‘unjustifiable levels of government aid in a problem sector— 
shipbuilding’ (ibid.: 14). Other than the peripheral enlargement coun-
tries more than two decades later (see further down below), Italy and 
France at that time were able to dismiss such advances by the competi-
tion commissioner:
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The Italians in particular learned the lesson of this early experience of 
Commission liberalism, and thereafter simply refused to inform the 
Commission’s competition division of the effective aid which they were giv-
ing to their new concentration of steel production in the South. (ibid.: 14)

It is important to see that the EEC/EU ideology had been economically 
liberal (ordo-or neoliberal) from the days when the integration model 
was founded. ‘By seeking to give substance to every sub-clause in the 
Treaty’, Holland (1980: 14) summarizes,

as if nothing had really changed since Adam Smith, [the Commission] 
showed itself insensitive to real needs in basic industry, regional develop-
ment and – thereby – the distribution of income and employment. It was 
not simply a problem of legalism on the part of some Commissioners at 
the time, trained as lawyers, reaching for the Treaty whenever they heard 
the words ‘State aid’. It was the relevance of the liberal capitalist ideology 
of the Treaties, and especially the Rome Treaty, which was in question.

In the early decades, however, the founding member states were able to 
resist the ideology advanced by German governments. Although the six 
founding countries nominally shared the liberal capitalist ideology, the 
real economic policies diverged. Especially polarized Italy pursued

policies through public enterprise which in northern Europe would have 
put it to the Left of the social democrats, [which] was not something 
which [the Commission] wished to rationalise, far less advertise. (ibid.)

The glue that held together the integration was something else. It 
was the anti-communist paradigm of the Cold War that also shaped 
the European integration process. Main protagonists of the integra-
tion process were politicians from Christian Democratic Parties, such 
as Robert Schuman, Konrad Adenauer, and Alcide De Gasperi (Haller 
2009: 100ff.). ‘Christian Democrats were […], by and large, the initial 
architects of European integration, and none of them were particularly 
enamoured with the notion of a national collective directly express-
ing a general will’ (Müller 2012: 40). Such distrust against popular will 
formed an institutional structure of European integration between lib-
eralism and a supra-national constitutionalism that gave power to une-
lected executive structures of integration and, by the same token, kept 



5 CORE AND PERIPHERY FROM COLD WAR TO MONETARY INTEGRATION  151

power at the national government level (Müller 2012: 43f.). ‘At no 
point until—ostensibly—the British referendum of 1976 was there any 
real popular participation in the movement towards European unity’ 
(Anderson 2011: 16).

5.2  from german ordo- to international 
neoliberalism: anti-left bias in the enlargement Process

Patrick Ziltener (2000: 85ff.) offers an interpretation of European inte-
gration that consists of two modes of integration that correspond with 
two specific forms of statehood. He calls the first phase ‘Monnet mode’ 
of integration which lasted from the foundation days of the European 
Community (EC) to 1973 (which also marked the onset of the first 
global recession after World War II). In this integration regime, the EC 
played a supporting and complementary role. It strengthened statehood 
by invigorating the national state. The supranational level of the EC 
only gained momentum when statehood was to be transformed after the 
period of Fordism. Until then a Keynesian development model prevailed 
which was heavily regulated (monetary sector) and protected (farm sec-
tor). Industrial development of Western Europe caught up by using 
US-American technology (‘catching up Fordism’) and some protec-
tion against the world market. Companies from EC countries competed 
in the common market but again with some restrictions as far as the 
Agrarian sector was concerned. Corporatism, welfare state and economic 
growth secured political support. The crisis years of the 1970s brought a 
transition phase toward a ‘competition state’ mode of integration. It was 
established with the Single European Act in 1987 and gave momentum 
to the supranational organization of the EC. The European single mar-
ket process was driven by a changed political environment that enforced 
neoliberal policies. Based on a new political consensus (flexibilization, 
deregulation, privatization, monetarism) capital fractions oriented on the 
world market (TNC, insurance groups, banks) together with other actors 
(central banks, governments, employers organizations) formed a power 
block that shaped a market-oriented development path of the European 
Union (Bieling and Steinhilber 2000: 15).

The change of paradigms from Keynes to neoliberal is well taken. It 
surely was driven by the restructuring process of capitalism in crisis. The 
more important denomination between the two models of European  



152  R. WEISSENBACHER

integration seems to be, however, the transition between two hegem-
onic models, from Pax Americana to Pax Germanica. Furthermore, the 
‘Monnet mode’ of integration did not witness that much of a Keynesian 
development model in the most powerful European economy Western 
Germany, where a stiff controversy between advocates of Keynesian 
and ordoliberal approaches was taking place. Ordoliberal approaches 
found their ways into the early constitutive documents of the European 
Communities, with lasting influence on the room to maneuver in periph-
eral countries and regions as far as regional and industrial policies are con-
cerned. The resistance against Keynesian economic policies was particularly 
strong in Ludwig Erhard’s ministry of economics. But very generally, 
German industry was against any harmonization of social costs (wages, 
working hours, etc.) as proposed by the French negotiators. Such social 
costs were considered inappropriate (‘Unkosten’) with a strong poten-
tial of harming competition. Increasing labor costs toward the French 
level was a no-go for Erhard and German industry (Rhenisch 1999: e.g. 
107, 120, 149ff.). Clearly Western Germany was able to mold integration 
policy from an early stage on. The Keynesian paradigma of early integra-
tion may have been the ability of EC nation states to resist German lib-
eral advances. The model in itself was certainly economically liberal. With 
this privileged position within the integration model of capitalist Europe, 
Western Germany was able to pursue a neo-mercantilist economic policy:

[R]ather than acting on an explicit statement, the choice of export-led 
growth must be seen as a-logical outcome of the choice of the German 
authorities to reach full employment by other than Keynesian means. That 
is to say, Keynesianism is seen as conducive to labor indiscipline, whereas 
sustaining aggregate demand indirectly through exports, and thereby 
necessitating price stability, is seen as conducive to labor discipline. The 
German preoccupation with the supply side should not be underestimated. 
[…] Relatively low wages were then seen as a safeguard against import 
penetration to discourage consumption of foreign goods associated with 
a higher standard of living […]. More importantly, low wages implied a 
depressed domestic market, forcing firms to find external markets and thus 
generating an “export hypertrophy” […]. All this considered, the trade 
surplus, a result of export-led growth and wage and domestic consumption 
compression, became the benchmark of a long-term advantage over com-
petitors. In this respect, Germany can be considered a mercantilist country. 
(Cesaratto and Stirati 2010: 73)
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Nurtured in Pax Americana, Western Germany gained room to  
maneuver when the US hegemony showed weaknesses in the 1970s. 
Prominent left authors argued an inner-imperialist competition between 
the United States and Western Europe (EC). Ernest Mandel (1967) con-
sidered it unlikely that ‘European capitalists will accept their defeat as 
inevitable, and that they will not at least try to avert it’ (ibid.: 29):

[T]he growth of capital interpenetration inside the Common Market, the 
appearance of large amalgated banking and industrial units which are not 
mainly the property of any national capitalist class, represent the material 
infra-structure for the emergence of supra-national state power organs in 
the Common Market. (ibid.: 31).

Common market and efforts to create a common financial market 
reflected for Mandel (ibid.: 35) a ‘tendency […] of the legal superstruc-
ture adapting itself to changed property relationships, i.e. the appear-
ance of a type of capitalist property having outgrown the limits of the 
old national state on the European continent’. He deemed a socialist  
solution possible:

Both the tendencies of capital concentration and of obsolescence of the 
national state on the European continent are indicators of over-ripeness for 
socialist solutions: the need for a planned economy based upon collective 
ownership in the framework of a Socialist Federation of Europe (which 
would both be limited, of course, to the six Common Market countries). 
(ibid.: 37)

Nicos Poulantzas (2008: 255) saw in the argument of Mandel and oth-
ers a ‘decline being considered tendentially as the end of this hegemony’. 
He, in contrary, maintained that ‘certain forms of this hegemony’ were 
retreating, ‘with Europe occupying the position of dependent or satel-
lite imperialism’: ‘American hegemony has not ceased to be affirmed’. 
Giovanni Arrighi considered the hegemonial crisis of the United States 
in the 1970s a ‘signal crisis’ that marked the end of a period of mate-
rial expansion and a caesura toward a period of financialization that also 
brought a temporal restoration of hegemony of the leading capitalist 
power (Arrighi 2010; Silver and Arrighi 2011). For Mandel (1967: 33), 
the ‘main test [for the Common Market and its structures] will be a gen-
eral recession in Western Europe’. And indeed the first global recession 
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after World War II in the 1970s would turn out as a caesura also in 
Europe. But it looked more like a German than a European awakening. 
This awakening was safeguarded by limitations to democracy in Cold War 
Western Europe. Such shortcomings were most distinctive in Western 
Germany, argues Anderson (2012: 54),

emerging from Nazism and confronting East Germany on the front line 
of the Cold War. There American influence was always strongest, and the 
battle cries of the Free World in its struggle against Totalitarianism rang 
loudest.

5.2.1  German Anti-communism and Western Integration

Also within the EADI-network, there was awareness of ‘the political 
awakening of West Germany’ (Duchȇne 1982: 25). West Germany was 
‘the undisputed economic superpower of Western Europe’, as Christian 
Deubner (1982: 43) put it, ‘whose interests and policies exercise a dom-
inating influence on the character of intra-EEC economic and political 
relations’. It supported a liberal political and economic doctrine to be 
enshrined into the treaties and regulations of Western European integra-
tion (cf. Chapters 5.1 and 5.2.2).

On the political plane, West German forces are especially sensitive to 
any movements which endanger the principles of bourgeois parliamen-
tary democracy and capitalism. This is accompanied by a rigid anti-com-
munism, resulting partly from Soviet communism’s role in the eastern 
part of a divided Germany, and partly from the West German ruling Social 
Democratic Party’s (SDP’s) very specific need to isolate its left wing from 
communist leanings. (Deubner 1982: 44)

Ingrained during fascism and cold war, as Duchȇne (1982: 25) observed, 
the anti-communist sentiments in West German society were influencing 
the southern enlargement of the EC in the 1980s. Parties on the left that 
were critical of EC membership were marginalized.

All parties in West Germany, and the government itself, have demonstrated 
an almost hysterical opposition to leftist alliances, including communists or 
other left-socialist forces, coming to power in the applicant countries. This 
attitude is the other side of the coin of close and cordial relations with the 
governments and Socialist Parties of the applicants. This close relationship 
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is used to impress West German anti-communism and anti-leftism on 
the Socialist Parties and the governments in all too persuasive terms. It 
may for example be partly responsible for the immovable resistance of 
the Portuguese Socialists to an alliance with the local Communist Party. 
(Deubner 1982: 47)

West German support of transforming the Fascist Portuguese regime 
was one of soft intervention (above all, by organizations of the German 
Social Democratic Party, cf. Deubner 1982: 46ff.). After the ‘Revolution 
of the Carnations’ in 1974, however, the Portuguese socialists inher-
ited a difficult economic situation and faced increasing resistance. 
The export-led growth strategy had ‘led to a fourfold increase in for-
eign-trade deficits between 1964 and 1973’ (Woodward 1983: 185), 
these ‘deficits were compounded between 1974 and 1976 […] by 
political retaliation against the revolution’ (ibid.) of the bourgeoisie 
(in Portugal and abroad). In 1978, Portugal had to agree to an IMF  
sponsored austerity program, consequently in

December 1979, the Socialist party was defeated in national elections, and 
less than six years after the revolution, government economic policy was 
growing progressively more conservative. (Woodward 1983: 186)

In Greece, Konstantinos Karamanlis, who had vehemently pursued 
Greek EEC accession before the dictatorship of the colonels (1967–
1974), won the general elections of 1974 with the newly founded 
conservative Nea Dimokratia and pursued NATO- (1980) and EC mem-
bership (1981). In the year Greece entered the EC, ironically, Andreas 
Papandreou—leading the Panhellenic Socialist Movement (PASOK)—
won absolute majority in the Greek Parliament. PASOK may have 
been the party in Europe, ‘which has formulated a programme nearest 
to the concept of self-reliance’, argued Heinz-Jürgen Axt (1985: 93). 
Papandreou had campaigned against EC membership and for disentan-
gling the dependency on the United States. EC membership was seen as 
leading to further integration into the world economy in a subordinate 
position. Harsh realities of global economic crisis, and international and 
domestic resistance seems to have impaired PASOK’s policies of self-reli-
ance (Pollis 1985: 207ff.; cf. also Pollis 1983: 215ff.). Anti-communism 
and anti-leftism, summarized Deubner (1982: 47),
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blinds the German government and parties to the very important 
points made by [EC-critical left wing] parties, especially the Portuguese 
Communists and the Greek PASOK (which have both opposed their 
countries’ applications for Community membership), against excessive 
optimism about the benefits of eventual membership, and of the exclusive 
orientation of their countries’ economies towards the highly industrialised 
states of Western Europe which it probably implies.

5.2.2  Pax Germanica Builds on Continuing Liberal  
Economic Paradigm

The United States was able to establish a lasting stake in European inte-
gration by military and security means, because European integration 
had an overlap with NATO from the very beginning. Five of the inner 
six EU integration countries that formed the ECSC in 1951 (the cra-
dle of today’s EU), had also been founding members of NATO in 1949. 
The sixth member, (Western) Germany, that had been the European 
aggressor of World War II, joined NATO already in 1955, three years 
before the inner six founded the European Economic Community 
(EEC). Only six of 28 EU members (still including UK) today are not 
NATO members (Austria, Cyprus, Finland, Ireland, Malta, Sweden), 
all the others joined NATO before becoming EU members. The ‘sys-
tematic affinity of West German foreign and economic policies to 
those of the United States’ (Deubner 1982: 44f.), however, did not 
prevent West Germany to occupy political spaces where the United 
States did withdraw. ‘West Germany is becoming a major force in the 
Mediterranean in her own name or through the Community’, argues  
Duchȇne (1982: 25f.):

Hers is essentially a security policy to reinforce or replace waning American 
power in the area. In recent years she has given the impression of being 
the only West European state to have a systematic political strategy in 
Southern Europe and the means and determination to carry it through.

Pax Germanica started replacing, however, Pax Americana as hegem-
onic power in European integration. This includes the new role of the 
D-Mark as European anchor currency after the United States was not 
able to defend the Bretton Woods System any longer. The ordoliberal 
legacy of West Germany was seen as an advantage during the caesura to 
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the global neoliberal paradigm: West Germany did not need to  struggle 
to escape the neoliberal take-over, like the Mitterrand government in 
France (Duchȇne 1982: 25).

The authors of the European dependency school recognized the con-
frontational make-up and the ideological bias of a European integration 
process rooted in the cold war period. Regulation and the laissez-faire 
principle coexisted in the founding years of European integration. The 
founders of the EC, as Dudley Seers (1982: 4) put it, intended an ‘insti-
tutional laissez-faire system’, which ‘would make it difficult for any really 
left-wing government of the future to exercise controls and carry out 
far-reaching social changes’. Similar things were observed for the eco-
nomic framework. Laissez-faire was seen as the ‘appropriate doctrine’ 
(Seers 1982: 1) for technological leaders. This ‘would ensure that its 
industrial structures were made more efficient by exposure to competition, 
and contribute to the reestablishment of international free trade, which 
was an essential element in this neo-colonial scenario’ (Seers 1982: 4). 
‘[T]he core of the liberal capitalist ideology’, wrote Holland (1980: 4),

hungover from Smith and the eighteenth century still stood, incarnate, 
at the Treaties of the European Communities. And that theory served a 
major political end in cementing and legitimizing the capitalism which the 
United States had underpinned through Marshall Aid and the NATO since 
the postwar settlement. (ibid.: 4)

And this European integration was constructed irreversibly, which is why, 
argues Holland (1980: 6),

so many internationalists are opposed to Community supranationalism. 
They question whether one model of the economy and society, such as 
that enshrined in the Community Treaties, is relevant to the changing 
structures of the economy and society over time.

The policy of competition was written as a fundamental ideology into the 
Treaty of Rome in 1958. It could always be used as an argument against 
regional and industrial policies that would ‘distort’ competition as soon 
as such policies would be communitarized. With a few specified exemp-
tions, Article 92 (1) of the ‘Treaty establishing the European Economic 
Community’ codifies that
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any aid granted by a member State or through State resources in any form 
whatsoever which distorts or threatens to distort competition by favouring 
certain undertakings or the production of certain goods shall, insofar as 
it affects trade between member States, be deemed incompatible with the 
Common Market. (English translation by Holland: 1980: 12; original lan-
guages Dutch, French, German, Italian, cf. EC EUR-Lex [n.y.1])

Article numbers changed over the years and so did treaty reforms, but 
the content remained the same (cf. EC EUR-Lex [n.y.1]). The hands of 
the member governments were tied since exceptions to this regulations 
were decided upon by the Commission (Holland 1980: 12).

On the other hand, common agricultural policy (CAP) was char-
acterized by high regulatory policies and subsidies, which made the 
Community increasingly autarchic (Seers 1982: 4). The distributive sys-
tem of EC social and regional funds was judged insufficient; the rich club 
of the six original member states of the European Community (EC6) 
unwilling and unable to eliminate regional disparities. The idea that a 
‘trickle-down’ principle would be able to solve regional problems was 
related to a possible disintegration, because within the EC ‘[t]he concen-
tration of economic power now seems in some ways comparable to that 
in the Hapsburg Empire, where it was one of the causes of the latter’s 
downfall’ (Seers 1982: 10):

Unemployment is especially high in peripheral areas. The Community’s 
founders, being deeply conservative, did not see the need for a strong fis-
cal system, which might have been easier to wrest from member govern-
ments in the early, dynamic years. The tacit assumption was that the profits 
of growth would ‘trickle down’ sufficiently to solve regional problems, a 
proposition for the most part discredited in other continents, and obvi-
ously now in Western Europe too. (ibid.)

5.3  integration of unequal Partners

Authors writing in the EADI network (before and during the sec-
ond enlargement) assessed the future of peripheral countries within 
Western European integration pretty soberly. The results of EC poli-
cies in overcoming the disparities within EC6 and then EC9 were con-
sidered meager, they were rather seen as increasing regional inequalities 
and perpetuating structural imbalances (Eßer et al. 1980: 61f.; Secchi 
1982; Seers 1982: 10, cf. also Chapter 4). Interestingly, the analysis of 
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statistical data by Marja-Liisa Kiljunen (1980: 212) suggested that the 
main reason for the absence of convergence was the increased divergence 
among national economies. The primary responsibility for development 
policies had been left with member states, the disparities within states did 
not change dramatically. That supports the thesis of a ‘Keynesian integra-
tion model’ up to the 1970s. The liberal make of the EC/EU, however, 
had been implemented in the Treaty of Rome (establishing the European 
Economic Community on January 1, 1958) already, carrying provisions 
that could be used when the Keynesian model lost momentum. Kiljunen 
(1980: 212f.) puts down what would later become a problematic aspect 
of the ‘competitive region’-paradigm of the European Union that 
pushed back state intervention in regional development:

[T]he underlying economic philosophy of free play of market forces, 
expressed in the Treaty (Article 3(f): ‘competition shall not be distorted in 
the Common Market’) is not easily compatible with policies which would 
involve public intervention in aid of weaker regions, both at national and 
Community levels. The member states were not and are not free to give 
whatever kind of financial assistance they might wish to regional devel-
opment; the cases in which aid is compatible with the Common Market, 
including regional aid, are mentioned in Article 9.2. So that the aid does 
not ‘distort competition’, it is monitored by the Competition Policy 
rules which restrict the amounts of investment subsidies given to various 
regions. The Commission may, if necessary, call for withdrawal of state aid 
granted to particular firms to prevent any ‘distortion of competition’.

In 1980, however, with the changes from Keynesian toward neoliberal 
paradigm still only proceeding, Kiljunen (1980: 213) could argue:

As the free play of market forces has not reduced the gaps between 
Community regions, more exceptions to the principal rules have been 
made to tackle the problem of regional imbalance.

The EC took up initiatives for regional development only with the first 
enlargement in 1973 which coincided with the global economic cri-
sis of the 1970s. The ‘first enlargement in 1973 incorporated Ireland, 
which was hardly on par with the other member states of the EC, and 
the United Kingdom, which by then was beginning to be seen as a post- 
industrial society in the throes of decline’ (Pollis 1983: 203). A regional 
development fund was created in 1975 (Kiljunen 1980: 213f.).
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Britain seems to have pushed for such a fund due to adaptive  
difficulties of the industries in some of its regions: Staying in the 
Community, which it had joined only two years earlier, appeared too 
costly otherwise (Zingel 1976: 59). Similar to Yugoslavia, which had 
installed its regional development fund a decade earlier, measures to 
tackle regional disparities were implemented once the period of high 
economic growth was over (Weissenbacher 2005: 85ff.). If one takes 
the budgetary implications of ‘cohesion’ and ‘integration’, the EC 
Commission was aware of the redistributive task. It commissioned a 
study (MacDougall Report 1977), that calculated the funds necessary to 
reduce inequality. The MacDougall Report considered the ‘redistribu-
tive power’ of interregional transfers 100% ‘if the effect of such transfers 
was completely to equalise regional or state per capita average incomes’ 
(ibid.: 60). The average ‘redistributive power’ the core countries (studied 
for the report) used for their respective own domestic regions in 1975 
amounted to 40%. If the European Community had applied similar meas-
ures in 1975 toward a ‘redistributive power’ of 40% in the EC, it would 
have spent 2% of the overall community GDP. This ‘redistributive power’

would have financed a large part or all of the current balance of payments 
deficits of the beneficiary states in the year in question. Thus very signif-
icant macroeconomic effects would have been achieved by expenditure 
amounting to about three times the actual size of the Community budget. 
(ibid.: 61)

The real ‘redistributive power’, the EC applied in 1975, however, had 
only 1%, ‘i.e. one-fortieth of the average found in maturely integrated 
economies’ (ibid.: 61). Of course, this was still the EC9 before the 
southern enlargement, when polarization of the integration model fur-
ther increased: ‘The receiving states would have been Italy, the United 
Kingdom and Ireland, the paying states being the remaining six member 
states’ (ibid.: 60). Lastly, the overall budget of the EU commission never 
reached 2% (only 1%)! The MacDougall Report of 1977 (ibid.: 60ff.) 
called the situation of the EC pre-federal but strongly advised that even 
if the EC was not to be expected to spend redistributive measures com-
parable to a nation state of the core, it still needed to act because the 
southern enlargement would aggravate the situation. Deep integration 
and redistributive mechanisms both belonged to a successful integration 
model:
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Inter-regional redistribution produces a reasonably equitable sharing of 
both the cyclical and secular fortunes of an economic union, and thereby 
helps to maintain its political unity; it helps as far as possible attainment 
of comparable economic performance between regions; it compensates 
for the inability of regions or states to use trade or exchange rate policies 
in the management of their economies, and it limits the extent to which 
migration has to serve as part of the economic adjustment process. In all 
mature federal states, on the other hand, the counterpart of these power-
ful equalisation mechanisms is a mature political structure with a federal  
government and parliament and other federal agencies. (ibid.: 61)

Among the EDS authors, it was clear that the peripheral countries that 
entered the Western European integration with the second enlarge-
ment faced economic crisis and an increasingly liberal EC that was not 
much prepared to tackle yet more regional disparities. The EC struc-
ture changed from an institution with one and a half peripheral coun-
tries (Ireland and the Mezzogiorno) to one with four and a half (adding 
Greece, Portugal, Spain), increasing the population in peripheral coun-
tries from 10 to then 25% of the Community’s population. ‘[A]ny 
serious policy commitment on equalisation of incomes [did require] 
transfers from north to south’ (Duchȇne 1982: 28). The European 
Commission, however, had been unable to tackle the existing uneven 
development of member states, let alone the task of such an ‘enlarge-
ment of unequal partners’. It was aware that there was an integration 
problem but its policy consequences reflected the liberal construction of 
the EC and its institutions. The European Commission recommended, 
as Pollis (1983: 206) pointed out,

aid be given to the three from the EC’s social fund and from the European 
Regional Development Fund (ERDF), a recommendation that ignores the 
intense competition that already exists for these limited monies among the 
developing regions within the EC.

The European Commission was aware of the ‘sharp differences in level 
of economic development between the three European Mediterranean 
countries and the core members’ (ibid.: 1983: 205), but an ideological 
bias seems to have prevented it from deeper, more structural reforms. 
The commission was, as she called it (ibid.: 206), a ‘technocratic deci-
sion-making organ […] rooted in liberal economic thought, which 
provided in earlier centuries the philosophic rationale for emergent 
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capitalism’ (ibid.: 206). While there was widespread skepticism as far 
as growth and welfare for the new members were concerned, not only 
among EDS authors (Deubner 1982: 47), core country Germany would 
not be harmed by the enlargement. Other than in the cases of France 
and Italy, the accession of the Southern EC3 would bring no compe-
tition to its agrarian production. Its advanced industrial production, on 
the contrary, was rather likely to be a competitive problem for the EC3. 
Yet another story were the changes in the EC division of labor deemed 
necessary for sustainable integration of the EC3, and their cohesion with 
core countries:

Much more important are the apprehensions of indirect affects harming 
West German economic interests as a result of changes in the EEC’s inter-
nal and external trade and industrial policies which might become unavoid-
able. (Deubner 1982: 50)

Due to the genesis of its integration, the Western European integra-
tion model had been neglecting its uneven development and was insti-
tutionally unprepared for dealing with accessing peripheral countries. 
What made matters worse was the fact that the second enlargement was 
proceeding before the background of a political and economic crisis.  
At that point immediate consequences of the accession of EC3 were seen 
difficult to be isolated from overall economic processes.

The Western European integration process had started, as Stefan 
Musto (1982: 68) from the EADI network pointed out, as a rich club of 
industrialized countries in a time of economic growth and did

not include the instruments required to protect a Community of countries 
at different levels of development against serious backwash effects or even 
a tendency towards disintegration at a time of relative economic stagna-
tion. It is becoming more and more evident that existing and growing 
imbalances resulting from the dynamic impact of regional concentration 
and the structural economic disparities imply permanent structural crises.

Only in Spain, there were signs of deepening vertical integration in 
the manufacturing sector which set up favorable conditions for a mod-
ernization of the productive structure. Greece and Portugal were not 
able to establish a process of sustained industrialization. Moreover, 
they were caught in the trap of low wage production where already  
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then countries of the global periphery were forcing their ways into the 
market. It was already clear that such tendencies would undermine the 
productive structure of peripheral Europe if the European division of 
labor remained unchanged. The structure of the production (small and 
medium sized companies) suggested a further deterioration if all protec-
tive measurements inside the Communities would be lifted after acces-
sion. The global recession brought a slowdown in economic growth and 
had resulted in a more hierarchical production structure in the EC9 with 
increasing regional disparities (cf. Chapter 4). Similar dynamics were 
being expected for the 1980s:

Enlargement will not in itself cause this problems, but it will aggravate 
and accentuate them. In the present circumstances, it would seem diffi-
cult to lessen their effect, since the Community, being geared in every way 
to the needs of highly developed industrial countries, does not have suffi-
cient structural policy instruments. […] The strategic question is not how 
the negative consequences of enlargement should be offset with the pres-
ent division of labour – using some kind of crisis management as it were – 
but what new forms of the division of labour are needed to eliminate the 
disintegrating effects of the structural imbalances in the Community.  
(Musto 1982: 70)

Although EC membership was an important step in the history of these 
countries, among EDS authors it was also seen within the general trend 
of integrative gravity the countries were drawn into, during the decades 
before:

Economic growth had accelerated to fast rates long before the Community 
was founded. It was facilitated afterwards not merely by the continued 
expansion of the world economy but also by a heavy inflow of labourers 
from the Mediterranean area who took on unattractive jobs and helped 
restrain wage increases; they would have come to Western Europe anyway. 
(Seers 1982: 4)

Greece signed an association agreement with the EC in 1961 (as did 
Turkey in 1964), Portugal was a founding member of EFTA in 1960 
(EFTA countries Great Britain and Denmark switched into the stronger 
model of integration EC in 1973), and ‘Spain’s overtures to the inter-
national economy after 1959 indicate a similar direction to accession’ 
(Vaitsos 1982b: 244; cf. Holman 2002: 408). Alternatives to Western 
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European integration were not readily available. Greece’s Western affilia-
tion was decided upon immediately after World War II (Pollis 1985: 200).

Portugal and Spain, as Fascist dictatorships, were certainly not 
likely candidates for Comecon membership. Portugal, to be sure, did 
not pursue an option of a stronger orientation toward its former col-
onies (the last of which became independent only with the end of the 
Fascist regime), as economic area outside Europe. A non-allied affilia-
tion would have brought the aura of third world-organization, further-
more the heterogeneous non-allied movement was too weak to offer a 
serious stance against core capitalist dynamics. Even Socialist Yugoslavia, 
one of the main protagonists and Greece’s neighbor, could not escape 
the integration gravity of the Western European integration model (cf. 
Weissenbacher 2005). In the era of Cold War, the second enlargement 
was still a geopolitical project. The EC did shield peripheral countries 
from some turbulence of global structural imbalances but obviously not 
from the effects of the new international division of labor that shifted 
low wage production toward Asia.

The EC internalized the polarizing structure of international capital-
ist production, with consequences for the future of the integration pro-
cess, as Constantine Vaitsos (1982b: 234ff.) from the EADI network  
pointed out.

When addressing development issues, the theory of regional integration 
stresses the ‘polarisation’ or ‘backwash’ effects of market integration. The 
more unequal the initial development levels of prospective partners, the 
stronger tend to be the propensities to concentrate key activities and deci-
sions in relatively more advanced areas. (Vaitsos 1980: 33)

Unsurprisingly, the structural imbalances increased to the extent to 
which peripheral countries/regions entered the EC. Consequently, a 
common (balancing) EC industrial policy ranked top on the agenda of 
dependency authors dealing with integration (as we will see in the fol-
lowing chapter). But a common industrial policy has remained a desid-
eratum, indicating that ‘community’ ends where competition begins  
(cf. Deubner 1982: 52f.; Vaitsos 1980: 33).

Postwar boom and labor shortages in the core had fed some expec-
tations in the possible arrival of modernization theorist promises.  
‘The apparent prosperity’, writes Pollis (1983: 212),



5 CORE AND PERIPHERY FROM COLD WAR TO MONETARY INTEGRATION  165

in Greece, Spain, and Portugal, the illusion of affluence, the availability 
and consumption of goods, and the increase in per capita income were 
all consequences of this overall worldwide prosperity emanating from  
the core.

But the underlying structural imbalances between core and periphery in 
Europe had remained unchanged and began to show more clearly with 
the crises of the 1970s and 1980s. ‘At least prior to the socialist govern-
ment in Greece’, writes Pollis (1983: 210), it

is evident that both the EC and governments of the three Mediterranean 
countries […] share the underlying economic and political premises 
regarding the desirability of enlargement as being beneficial to all in the 
long run.

5.4  the absence of common industrial Policies

The German Development Institute (GDI) had pursued a variety of 
studies on the second enlargement of the European Community in 
general, and acceding countries in particular. The nature of industrial 
policies before the second enlargement, again, fits the analysis of sin-
gle national policies in a ‘Keynesian’ development model. While GDI 
acknowledged successes in developing productive structures in France 
and the Netherlands, the Community performance as a whole was 
seen critical. The member states (EC 6) had not been willing to inte-
grate their industries into a coherent production apparatus. As long as 
the postwar situation offered sufficient room to maneuver for economic 
expansion, this situation was seen unproblematic. With the crisis of the 
1970s, however, disadvantages opposite to the United States and Japan 
became visible (Hillebrand 1978: 26ff.).

What has been said about EC regional policies is also true for indus-
trial policies in the European Community:

The treaties of Rome make no reference to any common industrial policy. 
On the contrary, intervention in the industrial sector is qualified in negative 
terms as a policy intended to secure the removal of all types of constraints, 
barriers, and interventionist measures that could distort the conditions 
designed to ensure free competition within the Community. With the 
exception of the goods referred to in the European Coal and Steel 
Committee (ECSC) treaty, which are subject to regulation by Community 
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authorities, and also the partial exception of new technologies and energy 
for which the Commission assumes a certain number of responsibilities in 
terms of coordination and funding, the treaties prohibit in principle all 
types of measures or subsidies that could result in any distortion of 
competition, the fundamental ideology pursued by the Community’s 
founding fathers [highlighted by RW]. (Musto 1985: 87f.)

Again, this underlines the liberal-conservative nature of the Western 
European integration process that engraved competition into its found-
ing treaties. As with the Community’s regional policy, common indus-
trial policy initiatives started with the first enlargement 1973 when 
distortions in the postwar accumulation regime were already being felt 
(Musto 1985: 85ff.). The First Summit Conference of the Enlarged 
Community in Paris 1972 declared that it intended to establish a com-
mon foundation for the Community’s industry:

Economic expansion which is not an end in itself must as a priority help to 
attenuate the disparities in living conditions. It must develop with the par-
ticipation of both sides of industry. It must emerge in an improved quality 
as well as an improved standard of life. In the European spirit special atten-
tion will be paid to non-material values and wealth and to protection of 
the environment so that progress shall serve mankind. (European Council 
1972: 15f.)

But member states seem to have been hesitant to follow the declara-
tion of Paris (Hillebrand 1978: 34). The Mediterranean peripheral 
countries were not part of these discussions. It was clear for mem-
bers of the European dependency school that the strong divergence in 
the industrial structures of the EC9 and the second enlargement EC3 
were difficult to overcome, and that Community membership would 
reduce the ability of national policies at the periphery (confronted 
with competition from the core). In order to prevent social polariza-
tion, Community policies should ‘extend social control over investment 
and distribution sufficiently to contain emerging contradiction’ argued 
Bienefeld (1982: 109) from the EADI network. Two scenarios were 
being put forward by researchers from GDI (Musto 1982: 80ff.; Eßer 
et al. 1980: 62ff.). Either the Community would remain a club of core 
countries with decreasing room to maneuver and a kind of permanent 
crisis management, because regional polarization would increase with 
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future accessions (cf. Eßer 1978b), or it pursued an internal develop-
ment strategy that demanded an exceptional effort with a massive (not 
gradual) investment push in the periphery leading to a more decentral-
ized production structure. If such a productive structure was not being 
established, more redistributive policies (than existing capacities) were 
seen necessary (due to growing disparities). At GDI, efforts to establish 
a balancing European industrial policy with ‘the creation of compara-
ble modern and effective industrial production structures in the various 
member states’ (Musto 1981: 261f.; 1982: 76) were considered neces-
sary, in order to maintain and improve the level of Community integra-
tion. Furthermore the implementation of such policies were considered 
more cost-efficient than increasing redistributive efforts (Eßer 1977: 65).

The industrial structure of the acceding countries of the second 
enlargement (EC3) was not large and not modern enough to face 
peripheral integration or economic crisis. Development, growth, and 
exports prospects of traditional labor intensive industries (like textiles, 
clothing, leather, and food processing) in terms of productivity, research, 
technology, and capital intensity were considered low. Yet such indus-
tries of Greece, Portugal, and Spain still represented important sectors 
and dominated some of their regions. As a share of overall industry they 
had 55% in Greece, 43% in Portugal, and 25% in Spain, in 1974. Such 
productive structures were seen as problematic in a global competitive 
context. Low wage production was more and more taken over by the 
global periphery in the new international division of labor. By the same 
token, these traditional sectors were not easily to be replaced for social 
reasons: Alternative industries were hard to implement in order to sub-
stitute employment and income. Furthermore these traditional indus-
tries belonged to a category of industries considered sensitive by the 
European Community (Musto 1982: 77f.). The GDI examined four 
sectors of sensitive Community industries: steel, shipbuilding, textiles 
and clothing, and synthetic fibers. The 1970s showed the contradiction 
between already established core country industries running into crisis 
and peripheral industries only being in the process of establishing such 
industrial sectors. While the Community used dirigiste and protective 
measures to deal with crisis prone over-production, the (future) acced-
ing countries could still need expansive efforts, above all for the linkage- 
effects between steel and other industries. With the benefit of hindsight, 
the advice given by GDI sounds like wishful thinking:
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[I]t would […] be appropriate for the Community to permit the acced-
ing countries to continue industrialisation in these sectors to meet their 
own requirements and to provide active support for this process in so 
far as it makes for structural improvement of production. The expansion 
and modernisation of these sectors in Southern Europe can have very 
positive consequences for the competitiveness of the industries they sup-
ply. So semi-industrialised prospective new members should not refrain 
from expanding industry simply because the corresponding industry in 
neighbouring industrialised countries has been ‘sensitive’ for some time.  
(Musto 1982: 79f.)

GDI researchers (Eßer et al. 1980: 10) suggested a differentiated 
strategy:

The industrial development of a partly industrialized country can be facil-
itated best by simultaneously opening the domestic market for develop-
ment, import substitution, increasing and diversifying exports.

The EC should allow acceding countries to develop their young indus-
tries up to the level of self-sufficiency and waive own protectionist meas-
ures against their competitive export industries (Eußner 1983: 12). The 
advice to the European periphery by mainstream economics, namely 
following the comparative advantage principle—and thereby stimulat-
ing low-wage production for the European periphery—was seen particu-
larly futile in the case of the European integration: Eßer (1977: 52ff.; 
Eßer et al. 1980: 63ff.) pointed at contradictions in policies suggested 
to European peripheral countries and the economic reality between core 
and peripheral countries within a future community on the one hand 
side, and between the community and the world market, on the other. 
The European periphery should not try and compete in the framework 
of the global division of labor, because an integrated Europe might then 
have to become (more) protectionist in favor of its periphery’s low-tech 
production. Moreover, extreme levels of low wages in Europe, necessary 
for global competition, had only been achievable under dictatorship and 
not in a European integration model that boasted democratic values. 
Conflicting interests between core and periphery inside a future com-
munity were clearly envisaged because, as a matter of principle, indus-
trialized countries supported free trade in order to gain new markets 
but were protective as far as their own critical sectors were concerned. 
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Protective measures that were judged ‘structurally conservative’ in such 
core country sectors were classified ‘relevant development policies’ in 
peripheral countries (cf. the sensitive sectors above).

Clearly the need of a common industrial policy was seen at GDI, a 
policy that envisaged planning of European productive structures in a 
way that developed the industrial structure of peripheral economies, and 
reduced development disparities in the EC (Table 5.1). Musto (1982: 
85ff.) referred to a sideline of mainstream economic theory building that 
considered comparative advantage, free trade and competition not as a 
matter of principle beneficial in economic integration: ‘agreed specializa-
tion’ by Kiyoshi Kojima (1970).

Table 5.1 Dual strategy to reduce development disparities in the EC

Source Musto (1982: 86)

Goal category I: reduction of 
intra-community development 
disparities

Goal category II: reduction of 
regional disparities in member 
states

Community 
measures

Agreed specialization in modern 
growth industries

Replenishment of the regionally 
effective Community funds

More intensive transfer of 
technology

More intensive promotion of 
peripheral regions

Greater incorporation of the 
periphery in the establishment of 
integration industries

Promotion of small and medium 
industry in disadvantaged 
regions

Tolerance vis-a-vis the vulnerable 
infant industries of the applicant 
countries

Development of Community 
criteria and new regional promo-
tion instruments

Change of industrial structure, 
modernization of potentially com-
petitive branches of production

Employment-oriented industri-
alization in the disadvantaged 
regions

National measures 
taken by individ-
ual member states 
on the periphery

Intra-sectoral specialization for 
substitute (and not complemen-
tary) exchange of goods

Securing a minimum level of 
living in all regions

Building up of infant industries 
for export

Improvement of the quality 
of live, establishment of social 
services

Measures to protect the domes-
tic market against third country 
imports

Agglomeration tax on non- 
priority industries in 
conurbations
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Kojima (1970: 316ff.) considered ‘agreed specialization’ of industries 
most promising between countries with similar productive and consump-
tion structures (and more difficult to be agreed upon in cases where they 
are not) but Musto (1982: 86f.) saw it as a ‘pre-condition—in spatial 
areas of economic integration—for the progressive removal of structural 
imbalances’. Economic integration without ‘agreed specialization’ would 
lead to agglomeration in particular areas (Kojima 1970: 310).

‘Agreeing’ on allocation of industry was possibly the only immanent 
hope—in a European community with a liberal institutional structure—
to foster industrial development in the periphery. As we will see in this 
Chapter 5.5, planning was all but absent in capitalist Europe, it just 
happened inside transnational companies beyond democratic control. 
At GDI there were massive doubts that a policy of balancing industrial 
development would materialize (cf. Eßer 1977, 1978a). The obstacles to 
the goal of reaching a balanced European industrial structure, as pointed 
out by Musto (1982: 76), seem to have haunted European integration 
policy ever since. Other than the agricultural sector that was highly regu-
lated, the Community followed very liberal industrial policies. The acced-
ing countries were to close the gap to the core countries by themselves 
and depended on the industrial strategies they adopted. But they were 
to be in line with the principle of competition. Comparative advantage 
aiming at low-wage production was seen ineffectual as to compete in a 
European Community that aimed at no internal and very low external 
trade barriers, and a common EC competitive regime that would impair 
the room to maneuver for autonomous national (infant) industrial pol-
icies (Hillebrand 1978: 39). Conflicting interests as to how far the 
Community was willing to support efforts to modernize the production 
apparatus were clearly predicted:

In this respect the short-term export interests of the present highly indus-
trialised members will conflict with the long-term integration interests of 
the Community as a whole: the conquest of the applicant countries’ mar-
kets by the core countries of the Community would jeopardise the further 
industrial development of these countries and therefore perpetuate the 
structural imbalance of an area seeking integration. (Musto 1982: 76)

Adamantia Pollis (1985: 209f.), writing in Musto’s network, argues that 
the EC commission’s proposal for an integrated Mediterranean program 
had already envisaged for Greece
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the strengthening of those very sectors that would preclude the future 
autonomous industrialization of Greece. Emphasis is placed on the expan-
sion of the fishing industry […]; expansion of agriculture by increas-
ing productivity […]; and last, the expansion of the tourist industry 
[…]. Little considerations was given to crop diversification, which would 
increase Greece’s food self-sufficiency, as an alternative to continued 
specialization in a limited number of export crops that are in competi-
tion with similar products from other Mediterranean regions. The ques-
tion of the development of Greece’s industrial sector was largely ignored, 
undoubtedly premised on the doctrine of comparative advantage, since it 
is widely accepted that Community membership is destructive to Greece’s 
non-competitive industries, albeit potentially beneficial to Europe’s multi-
nationals. In fact, the national bourgeoisie was opposed to membership for 
this very reason.

Without a coherent ‘development and integration concept’ (Eßer 1977: 
65), peripheral countries within the European Union would face simi-
lar situations as countries in the global periphery. A laissez-fare industrial 
policy would be the ‘appropriate doctrine’ for the ‘technological lead-
ers’ of the core, as pointed out by Seers (above), international free trade 
would wipe out the less efficient production structures in the periphery 
by competition, which was part of a ‘neocolonial scenario’. It was obvi-
ous for GDI researchers that access to core markets had not brought and 
would not bear good chances for countries at the European periphery—
such as Greece and Portugal—to increase industrial exports in order to 
earn enough foreign exchange to build up own industrial bases (Eßer 
1977: 63). But also the question of Community funds for re-distribution 
of wealth gained by core countries was seen pessimistically. The status 
quo and the perspectives regarding development instruments, aid, and 
funds were perceived insufficient and ineffective (Musto 1982: 83ff.; 
Eßer 1977: 64f.). All in all GDI analyses led to intriguing conclusions, 
namely that

enlargement will not pose any fundamentally new problems for the struc-
ture of the Community or its ability to function. But it will aggravate 
existing agricultural, industrial and regional problems […]. Secondly, 
in a heterogeneous area seeking integration but involving unequal part-
ners there will be a growing tendency for structural disparities to become 
consolidated or to worsen, resulting in increasing internal imbalance and 
external inflexibility. Thirdly, a new balance […] can only be achieved 
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through the improvement of structures in the weaker partner countries 
and thus the gradual elimination of the intra-Community development 
gap. Fourthly, such structural improvement cannot be effected either with 
the aid of rigid harmonisation arrangements […] or through political 
abstinence on the part of the Community and a reference to free world 
trade. What is needed is greater scope for national policies to solve domes-
tic structural problems […]. Finally, this leads to a plea for the partial 
regionalisation and renationalisation of problem-solving mechanisms […]. 
(Musto 1982: 87)

5.5  corPorate integration and the euroPean  
division of labor

We have seen that peripheral countries were not able to copy and repro-
duce core countries’ capitalist development due to ever changing pro-
cesses of global capitalism as a whole. Transnational companies (TNC) 
gained importance as players in global capitalism (cf. Chapters 2 and 
4.2). World market developments had furthered the integration of many 
aspects of modern economics into the sovereignty of TNC, like input to 
production, internal market, decision-making, consumption, and cultural 
harmonization. Taxation belongs to the problems that arise from this 
kind of integration and internalization: Where is an input into produc-
tion produced, and where is it accounted for? Where are profits being 
taxed? Where is the value being added (in a high or low-wage area)? 
Concentration and decision-making processes of corporate central plan-
ning can impair the ability of policy-making to counter polarization and 
backwash effects. Protection of company knowledge can also vanish 
hopes on spread effects of investments (Vaitsos 1980: 28ff.). Referring 
to the legal framework of the Treaty of Rome regarding competition and 
harmonization regulations (corporations, patents), Vaitsos (1982a: 137) 
argues that the EEC’s industrial sector

largely serves as a mechanism to provide freedom, facilitate and institu-
tionalise the process of corporate internalisation. […] [T]he functioning of 
the EEC is noted for the overwhelming absence of common commitments 
on locational and other key industrial policy matters. This is obviously a 
completely different situation from the spirit and practices of the CAP 
[Common Agricultural Policy, RW].
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The distribution of power as regards such companies (and their coun-
tries of origin) was to the disadvantage of peripheral countries. In the 
European arena, the dominant core country Western Germany, again, 
seems to have been able to deal well with postwar difficulties:

In spite of the massive inflows of foreign direct investment into West 
Germany in the last twenty years, the structural deformations experienced 
in other developed Western European countries have not occurred. With 
the notable, and significant, exceptions of oil and crucial production chains 
in electronics, West German industrial complexes have been competitive 
enough to keep up their market shares in oligopolist competition. In many 
cases, foreign corporations located in West Germany have become the 
R&D centres for the [TNC] network covering sister companies in Western 
Europe. This underlines the dominance of the Federal Republic in this 
respect, too. (Schlupp 1980: 189)

With structures of peripheral capitalism, the story was entirely different. 
Peripheral integration into TNC networks (United States and European) 
happened before actual European integration processes. Vaitsos (1982a: 
143) indicates

that Greece, Portugal, and Spain, before entering the EEC, registered lev-
els of foreign penetration comparable with, and in many cases higher than, 
those of the existing EEC members. The transnationals have not been 
waiting for the entry of Southern Europe into the EEC to expand their 
operations in these three countries. Under existing international economic 
relations, the forces of corporate integration have already established sig-
nificant inroads in the European economies whether or not formal regional 
integration took place.

Other members of the EADI network, and the Birmingham and 
Durham networks, respectively, came to similar conclusions: 
Transnational capital had influenced significantly the European periph-
eries’ regional form of development. It penetrated Portugal from the late 
1950s where it reinforced national monopoly structures without mod-
ernization of industries (Holland 1979: 142f.). Greece conceded TNC 
favorable conditions in taxation, for interest rates on bank credits, and 
on profit repatriation in 1953 (Pollis 1985: 204). In Spain ‘industrial 
upgrading’ of the national industry had ‘created an industrial structure 
dependent on TNCs’ (Muñoz et al.  1979: 166). The Spanish case seems 
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to echo the analysis of Cardoso and Faletto: There was talk of a ‘new 
dependence’ as a price for the ‘new vitality’ foreign capital had ‘injected’ 
to Spanish capitalism (Muñoz et al. 1979: 166). Also the Spanish bour-
geoisie was unable to fulfill the modernization theorists’ visions:

Given its obvious weakness, this system could only be upheld by increas-
ingly strong doses of ‘public order’ and political authoritarianism. The State 
felt the need to compensate for the obvious weaknesses of the bourgeoisie 
and the limited success of industrialization. (Muñoz et al. 1979: 167)

Greek industrialization was especially

characterized by an important inflow of foreign capital and technology 
since there was none to speak of in the country. Furthermore, planning 
which was formally introduced in the early 1960s has never played any 
important role, free market forces being the motor of the development 
process. (Nikolinakos 1985: 203)

Following Osvaldo Sunkel, Mary Evangelinides (1979: 185) argues 
for Greece a structural heterogeneity that according to Sunkel (1973: 
300ff.) leads to a national disintegration by means of integration into 
transnational capitalism:

[K]ey manufacturing sectors were left to foreign capital which, taking 
advantage of the enormous privileges granted by the Greek State, began to 
invade the Greek economy and invest in the key dynamic industries as well 
as penetrate other vital sectors like banking, insurance, construction, engi-
neering and trade. (Evangelinides 1979: 185)

Drawing on the polarization theorist Gunnar Myrdal, Nikolinakos 
(1985: 197) argues that ‘left to market forces, capital accumulation will 
almost inevitably lead to regional inequalities’. He concludes that

Greek industry has in fact developed according to the laws governing its 
integration into the international division of labour, in particular under-
taking the role Western European capital has ascribed to it. (Nikolinakos 
1985: 205)

‘For the countries of origin of European-based transnationals’, argues 
Vaitsos (1982a: 146),
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their economic interest in Southern Europe lie significantly in the 
strengthening of a European industrial division of labour, which, as one 
of its central elements, includes the following characteristics: the European 
core through the operations of the TNEs strengthens and enhances its 
position as a supplier of a) capital goods, b) intermediate products inten-
sive in highly skilled labor, c) technology, as well as marketing knowhow, 
and d) top level corporate management which is located in the European 
core but whose strategic decisions will affect the rest of the European 
structure.

In the periphery, foreign investments, above all in Greece and Spain, 
and to a lesser extend in Portugal, aimed at import-substitution. About 
2/3 of Greece, Portugal, and Spain’s imports came from EC9, a quarter 
to a half (depending on the sector) from Western Germany. Markedly 
Spanish policies of import-substitution had led to higher foreign cor-
porate integration (Vaitsos 1982a: 147ff.). Export activities of Greece, 
Portugal, and Spain concentrated on EC9 (about half of the manufac-
tured exports) but showed different features. Vaitsos (1980: 149f.)  
distinguishes between four categories:

i) activities employing low-skilled, low-paid labour in repetitive operations 
which have a low level of energy consumption per man-hour of work, low 
capital intensity and a heavy reliance on imported parts – to be assembled 
locally – for export abroad;
ii) local processing of resource-based products involving high capital inten-
sity and energy consumption per man-hour of work, continuous industrial 
processes, semi-qualified or qualified personnel remunerated at levels gener-
ally much higher than the average local industrial wage averages;
iii) assembly activities or standardised engineering operations employing 
semi-qualified and qualified personnel with relatively high productivity and 
wage levels […], low capital intensity and reliable sources of […] labour; and
iv) activities related to specific final goods which involve ‘traditional’ prod-
ucts (basically in the textile, apparel and leather industries as well as parts 
of the food and beverages sector), and where some of the export require-
ments involve a semi-qualified, reliable labour force […] while others need 
low wages as the main competitive tool […].

Greece and Portugal are heavily involved in the fourth category, 
Spain had, due to its protectionist policy in the past, a more differen-
tiated industrial structure. Only for the fourth category, argues Vaitsos  
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(1982a: 150), it does matter whether a country enters the Western 
European integration model or not. Particularly in times of crisis the EC 
could pose non-tariff barriers collectively to protect the sector.

The other three activities are likely to be very little influenced by whether 
a country is or is not a member of the EEC […]. Low wages for tasks 
requiring low skills, resource availabilities, a comparatively priced and reli-
able semi-skilled labour force as well as transport considerations are much 
more powerful factors in the international sourcing of TNEs in these areas 
than country membership in the EEC.

All in all, economic crisis and the dynamics of the new international divi-
sion of labor were seen problematic for future prospects of EC3. TNCs 
had not waited for the Western European Integration process to start 
their investment strategies in the EC3.

What is certain […] is that the absence of an effective industrial policy in 
the EEC under a unified market, strengthens the bargaining power of the 
TNEs. Since they control decisions on the location of production, they will 
increasingly come to play off one government against another for subsidies 
and other facilities for new investment undertakings. (Vaitsos 1982a: 159)

5.6  toward a monetary union: the euroPean 
monetary system (ems)

The nature of the European monetary system (EMS) would have an 
important impact on core–periphery relations in Europe. Currency 
relations mirror power relations. Until the 1970s the postwar system 
was regulated and dominated by the United States. The US dollar was 
the key currency and fixed to the price of gold. The ‘Nixon-Shock’ of 
August 15, 1971 unilaterally terminated US dollar convertibility to gold 
(35 US dollar/1 ounce) and de facto ended the regulated postwar mon-
etary system agreed upon in Bretton Woods 1944. Attempts to balance 
domestic inequalities (Lyndon B. Johnson’s Great Society) and military 
spending to enforce hegemonic power (in Vietnam and elsewhere) had 
poured money into the global economic system. Stabilizing the Bretton 
Woods-System (BWS) meant holding US dollar reserves by US allies, the 
surplus producing EC6 and Japan, which increasingly became untenable. 
There was a struggle via interest rate policy, Germany, which wanted to 
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raise interests, against the United States, which wanted to lower them. 
When the United States continued to refuse devaluing the US dollar, 
Germany (after some domestic discussion) revalued the German Mark 
(accompanied by the Dutch Guilder) in 1961 (Marsh 2011: 43f.). 1973 
marks the official end of the BWS, European and the Japanese currencies 
began floating. The instability of the global system in the 1960s seems 
to have urged the EC6 toward more integration which put a European 
Monetary Union (EMU) on the agenda. Establishing an EMU was 
decided upon on the The Hague summit of 1969, a functioning mone-
tary union was supposed to pave the way to a political union (Tsoukalis 
1997: 139).

Prominent writers in the EADI network (Triffin 1980; Tsoukalis 1982) 
agree that the attempts to manage European currencies after the end of the 
BWS (‘currency snake’) failed and a European Monetary System (EMS) 
established in 1979 was a compromise that replaced for the time being the 
EMU (that was meant to be in place in 1980). With the EMS, a European 
Currency Unit (ECU) was to replace the function of the US dollar in the 
BWS. Any two national currencies were meant to fluctuate against each 
other no more than 2.25%, temporal exceptions allowing 6% (Triffin 1980: 
225f.). ‘The EMS is, in a sense’, summarizes Tsoukalis (1982: 164),

an attempt to reintroduce a more flexible Bretton Woods system within 
the Community and, at the same time, insulate intra-EEC exchanges from 
destabilising dollar speculation. It is no longer believed that the irrevoca-
ble fixity of exchange rates, complete liberalisation of capital movements 
and centralisation of monetary policies can be achieved in the foreseeable 
future. Periodic internal readjustments are an integral part of the system 
and a means of compensating for continuing divergence in inflation rates.

While the US dollar had been the key currency of the BWS, the D-Mark 
was to become the anchor currency of the EMS. Other than the United 
States, however, Germany has remained a trade surplus country ever 
since 1952 (Statistisches Bundesamt 2015). ‘By the late 1980s, many 
European countries, either voluntarily, or with varying degrees of unwill-
ingness, had effectively given up monetary autonomy to the Germans’ 
(Marsh 2011: 15). The power play leading to the formation of the EMU 
was described by a couple of instructive accounts (i.e. Danescu 2013; 
Marsh 2011; Tsoukalis 1997), I will concentrate on the structural imbal-
ances this formation created for core–periphery relations. It is very clear 
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that the structural imbalances, as already obvious in the rich club EC6, 
were seen as problematic for the formation of a future EMU:

The Heads of State and Government give top priority to correcting the 
structural and regional imbalances in the Community which could hin-
der the achievement of the Economic and Monetary Union. (European 
Council 1972: 18)

Basically there seem to have been two major approaches toward reaching 
a functional EMU, one was called ‘monetarist’ (not to be confused with 
adherents of Milton Friedman), the other ‘economist’ position:

For the hard-currency countries — whose standard-bearers were Germany 
and the Netherlands — the priority had to be given to economic pol-
icy, the coordination of which should make it possible to strengthen the 
weaker economies, resulting eventually in less recourse […] to monetary 
solidarity. They also supported broader powers for the Community institu-
tions. The countries with weak currencies, on the other hand, with France 
in the lead, regarded monetary solidarity as fundamental. Monetary inte-
gration must entail economic integration, and convergence of the econ-
omies was no longer a preliminary to, but a consequence of, monetary 
union. (Danescu 2013: 32)

Belgium sided with France, and Italy seems to have been divided 
between the sides. Luxembourg moved more and more to the German 
side (Marsh 2011: 45). Economic convergence was being important 
for Germany but, as we have seen in previous chapters, this should 
not impair its competitive position and not lead to entitlements in 
Community legislation.

Emphasis on competition and laissez faire privileges the economic 
core. Industrial and regional policy basically remained national efforts. 
Consequently ‘economists’ were being opposed to setting up monetary 
institutions first (as demanded by monetarists) which they wanted to 
allow only after converging policies. They feared that balance of payment 
problems in a EMU without balanced economies would be paid for by 
European, especially German, reserves. In that sense, Germany and the 
other ‘economists’ would have postponed the EMU forever because they 
opposed any community policy that could have brought convergence 
in the first place. But if Germany was to agree to common institutions, 
they should not run against its institutional beliefs—as a future European 
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Central Bank was to follow the model of the German Bundesbank 
(Danescu 2013: 96ff.).

Writers in the EADI-network had a good grasp of the structural 
imbalances that would turn out to flaws in the making of the European 
integration. Again, the burden of adjustment would have to be shoul-
dered by deficit countries alone. In Bretton Woods, the United States 
had decided against John M. Keynes’ bancor plan which would have 
foreseen financial consequences for surplus and deficit countries alike. 
Also the EMS and later the EMU decisions fell against a balance between 
surplus and deficit countries. In times of liquidity such a system could 
increase imbalances (as in the 1970s or more recently in the EMU in the 
2000s years):

Even in systems with constrained exchange rates, such as the EMS, there 
are means of postponing the real effects of imbalances. The most obvi-
ous relies on the credit facilities which any trading system must provide 
to ensure the short-term solvency of trading partners, although the con-
ditionality of such funds limits their use in a way. Other forms of capital 
flow may also balance trade deficits although their longer-term effects will 
vary widely. In extreme cases real adjustment may be postponed and cer-
tain costs externalised, by reckless borrowing. To do so, one must have 
reckless lenders, which implies that such possibilities will again arise only 
in situations like the current global disequilibrium. (Bienefeld 1980: 295)

Caught in the debt trap when the liquidity frenzy was over—as coun-
tries of the global periphery and state socialism after the Volcker-shock 
of 1979 or in the European periphery in the current crisis—the name 
of the game was austerity: ‘[T]he Community’s most notable economic 
initiative in recent years, the EMS, could, like the gold standard, easily 
increase rather than reduce inequality, in the absence of policies to stop 
this happening’ (Seers 1982: 10). Seers’ account from 1980 on a pos-
sible future scenario seems familiar to readers from twenty-first-century 
Europe:

Those [countries] in deficit […] have to adopt deflationary policies. The 
more complete the degree of integration, the more serious this asymmetry 
is likely to be. If governments in an economic community have given up 
trade restrictions, foreign exchange control and even freedom to vary the 
exchange rate, then the only short-term weapons left to deal with a reces-
sion in exports (or rise in import prices) are fiscal and monetary policies that 



180  R. WEISSENBACHER

lower the level of employment – and wage controls to reduce costs and pur-
chasing power. The effect is to make the governments of peripheral econ-
omies in an integrated system highly dependent on those of its core; if the 
latter give greater priority to curbing price inflation than to reducing unem-
ployment, there is little the former can do but resign themselves to accept-
ing this priority and shaping their own policies accordingly. (Seers 1980: 19)

Similarly Robert Baade and Jonathan Galloway (1983: 231) summarized:

Full monetary integration means a sacrifice of monetary autonomy for 
Greece, Spain, and Portugal. Monetary policy will be determined jointly, 
and the collective policy will be more than likely less well suited to their 
needs. If monetary policy is conducted de facto by the area’s reserve 
currency country, as was true in the case of the Bretton Woods system, 
what would be the implications? If Germany possesses the master cur-
rency, monetary policy for the three will be tighter than it has been. […] 
Operating under the supposition that the deutsche mark will function as 
the reserve currency, the three Mediterranean countries may be forced 
to accept higher rates of unemployment, if a trade-off does indeed exist 
between inflation and unemployment.

What is being enforced on the European periphery today, above all, 
seems to be going back to the ‘economist’ position of Germany in the 
early days of discussions on the EMU in the 1960s. The Maastricht 
treaty (1993), argued Marsh (2011: 153),

ensured that the Germans could introduce no further conditions for 
EMU, for example, on parallel establishment of ‘political union’. This 
was an objective that both [chancellor Helmut] Kohl and the [German] 
Bundesbank said they wanted, in order to anchor German-style stability 
culture throughout Europe.

Meanwhile this ‘stability culture’ has been pushed forward even more by 
the Treaty on Stability, Coordination and Governance in the Economic 
and Monetary Union (2013, not signed by the Czech Republic and UK).

Greece, Portugal, and Spain had entered the European integration 
process with trade deficits. Important discussions on the future of the 
EMS were held when they were still governed by dictators. Post dicta-
torial aspirations for wealth wound up in austerity. Exiting the BWS, 
the currencies of all three countries were devalued against E6 (with the 
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exception of Italy) in order to counter inflation differentials. Portugal ‘was 
forced to accept the full rigour of IMF therapy’ (Tsoukalis 1982: 167)  
in 1977/78 (IMF, n.y.) that improved the balance of payments ‘at the 
expense of economic growth, employment and price stability’ (Tsoukalis 
1982: 167). Without counteracting mechanisms to balance the integra-
tion of ‘unequal partners’, the existing asymmetry would continue being 
translated into the monetary system. Cohesion and redistribution activities 
by the Community, beginning with the Single European Act 1987, were 
still considered low but annual transfers reached more than 3% of GDP in 
Portugal and Greece and more than 2% in Ireland and Spain (Tsoukalis 
1997: 199ff. and 221).

On the other hand, stronger demand for investment goods also means 
more imports. Between 30 and 40 per cent of the total amounts trans-
ferred to cohesion countries through the Structural Funds is being trans-
lated into imports from the other more developed countries of the EU 
[…]. (Tsoukalis 1997: 203f.)

In the case of Greece, moreover, 50% of the funds went into infrastruc-
tural investments. Generally, the negotiation power seems to have deter-
mined the grade of influence the EU Commission was able to apply, and 
e.g. led to manifest differences how the EU Commission interfered in 
Greece in the 1980s and later in Germany post unification (Tsoukalis 
1997: 207).

Basically, this asymmetry can be observed from the early post-BWS 
(‘snake’) in the 1970s into EMS and then EMU. Governments of 
peripheral countries (and Italy, for that matter) could fight domestic 
inflation by high short-term interest rates, which would also attract for-
eign capital. On the other hand such policies would progressively over-
value currencies, impair competitiveness in foreign trade (and increase 
core low interest countries’ competitiveness), which again would widen 
imbalances. Liberal doctrines furthered deregulation of financial mar-
kets and forfeited capital controls. The main adjustment burden, how-
ever, was on the shoulders of weaker currencies. The increasing role of 
the D-mark as international reserve currency led to a division of labor 
between the German Bundesbank that intervened mostly ‘outside’ the 
EMS, mostly against the US dollar, and the other central banks that 
adjusted internally (Tsoukalis 1997: 152ff.). As with common industrial 
policies,
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strong preference for the status quo […] has enormously strengthened the 
negotiation power of Germany, thus enabling it in most cases to impose 
its own terms with respect to the transition and the contents of the final 
stage of the EMU. The arrangements for the final stage are very much 
along German lines, even though Germany would have liked even more 
strict rules with respect to the excessive deficit procedure. Not surprisingly, 
German representatives have been pushing in this direction subsequent 
to the ratification of the Maastricht treaty. The convergence criteria also 
strongly reflect German preferences. Although arguably they may make lit-
tle economic sense, they will help to restrict, at least for some time, the 
number of countries allowed into the final stage […]. A monetary union 
without Germany makes no sense; and Germany will not have a monetary 
union unless it is on its own terms. (Tsoukalis 1997: 171)

Peripheral countries had to shoulder the burden of adjustment from day 
one entering the European integration process. When, in the 1970s, a 
Pax Germanica began replacing the Pax Americana in Europe, Germany 
could secure its version of a monetary institutional setup. The conse-
quences of which are being felt in Europe today.

5.7  ‘true’ integration or a ‘sort of colonial system’? 
a Puerto rico scenario?

Members of the European Dependency School were skeptical of future 
integration prospects. Trends for future developments had been set 
before Mediterranean countries entered the scene. The rich club EC6 
never seems to have intended or been able to bring the Community to 
converge peripheral areas to the level of the core. Moreover, the inter-
nal structural problems of EC6 and then EC9 countries were seen 
unresolved.

Yet if there are no major reforms in the Community, there will be, after 
the enlargement, serious dualism, indeed a sort of colonial system. In the 
poorer group which already suffers whenever a government of the core 
adopts financially restrictive policies, the effects could be more severe if 
they give up the possibility of adopting measures to protect their national 
economy. (Seers 1982: 11, cf. also Seers 1979: 27)

Past integration processes had brought about more open or subtle forms 
of economic domination, argues Constantine Vaitsos (1982b: 244f.).  
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In the Western European case, the two least developed countries Greece 
and Portugal, could become economic variants of Puerto Rico in 
Europe. But also a Puerto Rico scenario would bring about instability 
due to extreme polarization. Therefore the most extreme forms of polar-
ization needed to be countered.

‘An immensely important choice’, as Seers (1979: 29) put it, ‘is 
emerging for the core governments of Europe. Enlargement seems 
impossible: yet it simultaneously appears inevitable’. The alternative sce-
nario, Seers (1982: 11ff.) indicated, was one of ‘true’ integration. True 
integration would need more capital for the reconstruction of peripheral 
industrial and agricultural sectors. It could aim at a ‘Community self- 
reliance’ as a counterpart to the collective self-reliance in South-South 
cooperation which was being promoted at the time. A more homogene-
ous Europe could build the base for the EMS and the ECU to challenge 
the US dollar in world trade. Seers also seems to have perceived possible 
a kind of control how and where TNC would engage in business and 
therefore reduce harm in the global South.

Perhaps the most constructive European policy in the 1980s would be 
increasingly to allow the countries of the Third World to solve their own 
problems – in sharp contrast to the paternalistic self-interest of European 
Third World policy in the past three decades. One of the most significant 
implications of the second enlargement is that it permits, and may compel, 
a degree of disengagement. (Seers 1982: 13)

Vaitsos (1982b: 244ff.) talks of his second scenario as a ‘truly inte-
grated Europe’ that was to ‘be achieved on the basis of conscious and 
direct measures to reduce the present contrasts in the level of produc-
tive activity and per capita income among its constituent parts’. Since 
spatial polarization had already grown among the EC Nine, distribu-
tional efforts remained too small, and common industrial policies were 
absent, Vaitsos was pessimistic about the likeliness of the ‘true’ integra-
tion scenario. The Community was not a transfer union, transfers to the 
periphery were more than equalized by increasing trade income flowing 
to the core (which again worsened the periphery’s trade deficit, leading 
to balance of payment constraints and finally to the pressure to imple-
ment deflationary and austerity policies). Also Manfred Bienefeld (1980: 
303ff.), a writer in the EADI network, considered a progressive integra-
tion necessary for a functioning Community. But he as well had major 
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doubts because the Community would not be able to externalize devel-
opment issues the way Western Germany did. Reaching an German style 
export surplus was unrealistic, and a balanced (industrial) production and 
trade structure was not in sight.

The European reality of the 1980s seems to have pointed toward 
a fortress Europe, as Wolfgang Hager (1985: 75) wrote in Musto’s 
network: France proposed ‘less national protectionism within the 
Community in return for more protectionism at Community level’ and 
there would be ‘no German agreement to the French bargain unless the 
implied notion of Community preference is extended to the EFTA part-
ners with which Germany has such close trading and investment links’ 
(ibid.). ‘The Commission’s real preference’, argues Hager (1985: 75),

is not the fortress but the tank: the element of protection balanced by the 
capacity to attack. In tune with most member governments, all elements of 
economic policy are put in the service of a medium-term-oriented strategy 
that is neo-mercantilist in inspiration.

Structural adjustment and austerity already seem to have been envisaged 
in such a concept:

In the guise of preaching adjustment to international market forces, the 
strategy requires adjustment, in terms of basic socioeconomic priorities, 
to “best international practice.” Tolerance of large-scale unemployment, 
reduction of government budgets to free resources for industry, and redi-
rection of government spending to industry-relevant purposes are the hall-
mark of this strategy. (Hager 1985: 75f.)

The situation within the fortress or tank Europe was not unlike the 
core–periphery relations in the global context. As long as peripheral 
countries fail to show unity against the core, the polarization is not to be 
stopped. What would make the situation more difficult for the Southern 
periphery was the integration of Comecon countries. One periphery 
could be played off against the other. As long as they were the major 
peripheral insiders, Portugal, Greece, and Spain could negotiate their 
consent to a deepening of the Economics and Monetary Union (EMU) 
in monetary terms, argues Otto Holman (2002: 417): Spain alone 
received with 43 billion Ecu more than 6 times the amount of the entire 
region of Central and Eastern Europe from the structural and cohesion 
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funds between 1994 and 1999. But overall, as Costis Hadjimichalis 
(1994: 27) pointed out, the ‘southern fringes have lost one important 
political parameter in their negotiations to avoid disintegrative effects’: 
‘[W]e must notice that German capitalists now have plenty of cheap and 
well-educated labour from ex-socialist countries in situ, and new immi-
grants are filling blue-collar jobs held by southern Europeans during 
the 1960s and 1970s. […] This means that Germans and other central 
Europeans are no longer willing to pay for the reproduction of cheap 
labour in the south’.
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6.1  toward a new develoPment Paradigm ‘from below’
With the collapse of the traditional paradigms, also non-Marxist social 
scientists like Dieter Nohlen and Walter Stöhr from the European 
Dependency School formulated theoretical and policy alternatives using 
the dependency framework. The old paradigms had brought ‘growth with-
out development’ in the best case but mostly aggravated existing struc-
tural imbalances (Nohlen and Schultze 1985: 19). Nohlen (1985: 12)  
called his concept region-centered development and ‘periphery up and 
inward development’ strategy. It was to be oriented on the history of the 
respective societies rather than a theoretical model. Critical and emancipa-
tory epistemological approaches should focus on development (growth, 
employment, equality, justice, participation, political, and economic auton-
omy) (Nohlen and Schultze 1985: 48). Political decisions should not fol-
low functional integration but be led by the needs of regional population.

A region-centered approach resulted from the thesis of uneven devel-
opment and structural dependency of peripheral from core regions. 
It was inspired by Latin American dependency approaches but did 
not directly adopt them. Using the dependency paradigm aimed at  
overcoming traditional economic and structural policy that was ori-
ented on the interests of the central state. Questions of democratic 
participation and power politics are of immediate importance in this 
concept that urges to integrate political, economic, and cultural factors  
and perspectives (Nohlen 1985: 12ff.). Dependency analysis considers 
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differences in development levels as exogenously caused and based on 
structural imbalances, as a result of industrial-capitalist production and 
division of labor. A complete new start, a new paradigm, and processes 
of change are perceived as inescapable. Dependency and underdevelop-
ment of peripheral region can be changed only if the prevailing subordi-
nation under the core determined functional integration can be removed 
(Nohlen and Schultze 1985: 20ff. and 42f.). The concept suggested by 
Friedmann and Weaver (1979) involved

a territorial as opposed to a functional development strategy […]. This 
latter concept juxtaposes the principle of functionality with its orientation 
towards a world-wide division of labour, hierarchical structures and there-
fore polarisation, and the principle of territoriality, which looks to the com-
mon interests of a given region, decentralisation, selective dissociation and 
self-reliance. (Musto 1985: 4)

Room to maneuver for a region-centered policy is dependent on ‘the 
vicious circle of advanced capitalism’:

We cannot achieve more democratic participation without a prior change 
in social inequality and in consciousness, but we cannot achieve the 
changes in social inequality and consciousness without a prior increase in 
democratic participation. (Macpherson 1977: 100, quoted in Nohlen and 
Schultze 1985: 50)

Nohlen and Schultze (1985: 51f.) offer hypotheses for a new start of 
regional policy: (a) decentralist rather than centralized political systems; 
(b) forms of participation; (c) no sudden change or complete decoupling 
but a gradual transformation; (d) resistance of the political core can be 
overcome if issues of alternative regional policies can be made part of an 
overall political change in the countries collectively.

Referring to Friedmann and Weaver (1979), Nohlen and Schultze 
(1985: 61ff.) argue that a ‘selective territorial closure’ was neces-
sary for a paradigmatic new beginning. But such a policy would  
not suffice. The authors point at what they perceive as a weak spot 
in dependency theory, the discrepancy between structuralist anal-
ysis of the causes of uneven development, and the capability to 
counter dependencies politically. Strategies for change were volun-
taristic and suggested a room to maneuver that would not exist in a  
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dependency perspective—if it assumed an external control of political 
decision-making (Nohlen and Schultze 1985: 63ff.).

The development paradigm ‘from above’ as argued by Walter Stöhr 
perceived economic and development policies biased in favor of coun-
tries of the core, too. An alternative paradigm had to overcome the 
economistic preoccupation that focused on new markets, low wage 
production, low-cost resources. The application of technology was 
subjugated to such a bias as well. Unsurprisingly he as well focused on 
development as integral process that included interaction of economic, 
sociocultural, political, and environmental factors (Stöhr 1983b: 124; 
1981: 39f.). Shaping a new development model had to be an interdisci-
plinary process (Stöhr 1981: 40).

An alternative development strategy had to gradually reduce  
polarizing backwash effects and selectively control positive spread effects. 
As with the concept of Nohlen and Schultze, a transfer of decision-mak-
ing—in a participatory democratic way—to the regional level is deemed 
important. Such a move would also help people in the regions to regain 
self-confidence which was lost under the prevailing development model 
(Stöhr 1983b: 124). But the development paradigm ‘from below’ was 
more than that, it

implies alternative criteria for factor allocation (going from the present 
principle of maximizing return for selected factors to one of maximizing 
integral resource mobilization); different criteria for commodity exchange 
(going from the presently dominating principle of comparative advantage 
to one of equalizing benefits from trade); specific forms of social and eco-
nomic organization (emphasizing territorial rather than mainly functional 
organization […]) and a change in the basic concept of development 
(going from the present monolithic concept defined by economic criteria, 
competitive behaviour, external motivation, and large-scale redistributive 
mechanisms to diversified concepts defined by broader societal goals, by 
collaborative behaviour and by endogenous motivation). (Stöhr 1981: 39)

Stöhr (1985: 231ff.) argues for a concept of ‘selective self-reli-
ance’, which follows the dependency school’s conception of ‘self-re-
liance’ (Galtung 1983). He assumes that each region has an 
endogenous development potential with ecological, human, sociocul-
tural, and institutional resources. He calls self-determined (but not 
self-reliant) regions that can appropriate resources of other regions and 
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therefore increase their own development potential (most core regions).  
A self-reliant development means a self-determined development based 
on own resources. Therefore core regions needed to concentrate on 
their own resources, and reduce the exploitation of peripheral regions’ 
resources. In a global system of interactive nature, however, such self- 
reliance was deemed possible only as ‘selective’. This concept can be used 
axiomatically on a local, regional, or national scale, Stöhr emphasizes a

self-reliant mobilization of endogenous development potential […] against 
trans-territorial penetration where this is detrimental to the sustained 
development of these communities […]. Such a strategy I have […] called 
development ‘from below’ or a strategy of ‘selective spatial closure. (Stöhr 
1985: 232, cf. also: Stöhr 1981: 45, in more detail: Stöhr and Tödtling 
1979: 152ff.)

Importantly, Stöhr (1983b: 125) argues that a development strategy 
must try reducing dependencies but should neither strive for economic 
autarchy nor full political autonomy. A certain level of ‘selective spatial 
closure’, however, was necessary

to inhibit transfers to and from regions or countries which reduce their 
potential for self-reliant development. This could be done by control of 
raw material or commodity transfers which contribute to negative terms 
of trade and/or by control of factor transfers (capital, technology), and by 
the retention of decision making powers on commodity and factor trans-
fers in order to avoid the underemployment or idleness of other regional 
production factors, or major external dependence. Instead of maximizing 
return of selected production factors on an international scale, the objec-
tive would be to increase the over-all efficiency of all production fac-
tors of the economically less-developed region in an integrated fashion.  
(Stöhr 1981: 45)

Stöhr (1981: 61) does not object to economic growth but places it in 
the context of satisfaction of regional needs. John Friedman (1967: 9) 
early distinguished growth from development. ‘Growth’, he (ibid.) 
argued in his ‘General Study of Polarized Development’

may be conceptually distinguished from “development”. The former refers 
to the expansion of a system in one or more dimensions without structural 
change; the latter refers to a change in the structure of a system that may 
or may not be expanding
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Stöhr 1981: 46 refers to Albert Hirschman by distinguishing between 
the advantages of more integration (with less sovereignty but more 
technology and organizational innovation), and advantages of more dis-
sociation with more sovereignty regarding a selective self-reliance. He 
considers, however, historically grown dependencies difficult to over-
come. A development strategy from below

might be particularly suitable for the many areas which in the near future 
cannot expect to benefit from traditional ‘center-down‘ development 
strategies. At the very least it can be used as a transitional strategy while 
competitiveness with the world economic system is improved […]. (Stöhr 
1981: 63)

There are no recipes for a development ‘from below’ but Stöhr (1981: 
64f.; 1983a: 11ff.; 1983b: 125ff.; 1985: 233ff.) formulates a set of prin-
ciples for a policy of ‘selective self-reliance’:

• Priority for sectoral and functional diversification with a higher 
level of resilience to external shocks and emphasis on inter-sectoral 
development;

• Empowerment of decentralized and endogenous power structures 
with egalitarian decision-making between social groups/classes 
and regional units (in order to prevent concentration of surplus, 
wealth, and power); broad access to scarce resources (land, natural 
resources), internalization of development costs;

• Priority for mobilization of endogenous resources;
• Priority for regional need satisfaction (food, housing, basic needs) 

and facilitation for self-sufficiency in times of crisis;
• Promotion of multi-level technology development (including capi-

tal-intensive production in addition to labor intensive production);
• Promotion of territorial self-regulation and mechanisms of adjust-

ment; increasing the autonomous regional innovation potential;
• Setup of exchange and accumulation conditions similar to those of 

core regions (for example regional development banks that finance 
regional production);

• Shift away from big export projects in favor of regional companies 
and set-up of a regional service sector;

• Evaluation of projects and investments according to their regional 
(multiplier) effects and value added;
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• Restructuring and development of public transportation sys-
tems within the regions (regional accessibility instead of external 
connections);

• Mobilizing of regional energy resources;
• Improvement of regional environmental quality (responsibility 

toward future generations);
• Strengthening education and training;
• Limitation of external aid and assistance to projects that facilitate 

selective self-reliance.

Stöhr and Nohlen seem to have taken up Cardoso and Faletto’s ‘meth-
odology for the analysis of concrete situations of dependency’ as they 
argue for an individual treatment of the respective regions in analysis and 
policy conclusions. This seems also true for Seers (1981) and Bienefeld 
(1981) who also argued for analyses of special situations, and empha-
sized that differences between peripheral countries very much mattered. 
Size, resources (especially food and oil), access to technology, power sta-
tus in international political economy, and vicinity to a global power set 
the framework of each single government’s room to maneuver.

6.2  between reform and utoPia: Policy considerations 
of such a new Paradigm

While the mainstream approaches ‘from above’ perceive (regional) 
‘problems of development’ being endogenous and attribute them 
to modernization deficits or lack of factor endowment, the depend-
ency school points at external dependencies as the roots of problems. 
Therefore remedies cannot come from prevailing (dominant) external 
sources but need to be endogenous. A self-reliant development needs to 
fight trans-territorial penetration. Because international interrelations are 
powerful, such self-reliance is envisioned as ‘selective’ in nature, employ-
ing a ‘selective spatial closure’. No standard recipes are being given, 
nature, history, geography, resources, and size influence development 
policies. Stöhr’s (1983b: 125) ‘selective self-reliance’ does not go as far 
as economic autarchy or full political autonomy, Seers (1979: 28) argues 
that ‘reducing dependency does not necessarily mean aiming at autarchy’ 
but stresses (like Stöhr) that such a development strategy ‘is not to break 
all links, which would almost anywhere be socially damaging and politi-
cally unworkable, but to adopt a selective approach to external influences 
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of all types’. Their experiences seem to have brought European authors 
from the ECLA tradition to suggest anti-capitalist solutions, but their 
way to change societies and counter dependencies was one of gradual 
transformation and had to count in one way or the other on the support 
of national elites.

I can see four key pillars in the thinking of the European Dependency 
School:

1.  Transnational capitalism and its private (TNC) and public 
(development) institutions are harmful to regional/national 
development;

2.  The traditional economic paradigm (‘development from above’) 
has failed in formulating viable development strategies and policies; 
it postulates internal problems and suggests external solutions;

3.  Transnational capitalism is too powerful to be overcome in short 
term;

4.  In order to counter harmful penetration by TNC, regions and 
countries need to apply a Plan B. Regional policies need to follow 
a paradigm of ‘development from below’ or ‘selective self-reliance’ 
(with a very broad and not exclusively economic understanding 
of development) and to introduce socialist policies (at times not 
explicitly called socialist), in any case a policy of ‘selective spatial 
closure’ to minimize harmful external effects. Endogenous policies 
are seen important because problems of development are externally 
induced and require domestic remedies.

European dependency theorists were no revolutionaries. Palma (1981: 
59) categorizes authors from the EADI-dependency group (i.e. Dudley 
Seers and others) as advancers and developers of the ECLA tradition. If 
we classify the ECLA tradition as more reformist and pragmatic (than 
the more revolutionary stance of the ‘theory of underdevelopment’ 
group), then this will seem true as well for most of the other non-Marx-
ist protagonists from the ‘European dependency school’ like Stöhr 
or Nohlen. But having visionary concepts without presenting models 
how to achieve such ends garnered criticism. Edward Soja called the 
non-Marxist regionalists of the group ‘overly romantic and utopian’ (cf. 
Chapter 3.1). John Friedmann, again, argued that many Marxists were 
more interested in revolution and system transformation and ‘generally 
disinterested in policy prescription [so that] they have failed to articu-
late the practical implications of their work’ (Friedmann 1983: 149). 
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But Marxists were also a heterogenous group. Marxists from the EADI-
network (from Eastern and Western Europe) were skeptical in their 
assessment of the dependency paradigm and self-reliance. Tamás Szentes 
(1983: 108), a Hungarian member of EADI, demanded precision from 
and in the variants of the dependency school, otherwise it would remain 
a mere ‘ideological concept without practical implications’:

[I]t may even turn into an apologetics, namely in defence of the domestic 
ruling leadership, the local ruling and exploiting classes, exempted from 
any responsibility. A progressive policy needs not only a progressive theory 
but also some guiding principles for practical implementation, an advise on 
the priorities and about the feasible alternatives, and an expertise of how to 
assess the latter.

The Greek economist Marios Nikolinakos (1985), writing within 
Musto’s EADI-network, delivered an angry response to the self-reliance 
concept (of Galtung, Amin, Stöhr and others): ‘[A]utonomous devel-
opment, self-reliance, and so forth is characterized by an almost bucolic 
wish to return to idyllic conditions prevailing before World War II or in 
some cases, even before the capitalist era’ (ibid.: 327). While it remains 
unclear why pre-World War II (or pre-capitalism) had been idyllic, 
Nikolinakos (1985: 328) emphasizes that the

main argument presented here is that in face of an increasing tendency 
toward transnationalization of the production process, the idea of autono-
mous development or self-reliance is groundless and anachronistic; worse, 
it may be dangerous.

Although delivered in a very harsh manner, some of Nikolinakos’ criti-
cal points carry some truth that still seem pertinent today. We will take 
some of them up again in the concluding discussion. But many of the 
authors of the European Dependency School were not that starry-eyed. 
Since the import substitution industrialization (ISI) favored by ECLA 
had failed (the technology and capital goods import—for the export 
industry—even tended to increase imports and cost more than imports 
of such products would have cost, cf. Bienefeld 1982: 47), the role of 
TNC in providing necessary volumes of technology and capital goods 
was acknowledged (Seers 1983: 53). An autonomous capitalist develop-
ment was seen impossible which is why ‘a socialist path offers the only 
escape for peripheral societies’ (Bienefeld and Godfrey 1982: 5). And 
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Nikolinakos’ account appears contradictory as well: He denounces the 
naivety of self-reliance authors, arguing that ‘economic problems are 
political, not moral problems; hence solutions must be politically opera-
tional and not dependent on a moral doctrine’ (ibid.: 339).

According to self-reliance strategists, autonomy will be restored if one sets 
one’s own goals and realizes them through one’s own forces, and so forth. 
This model does not exist anymore; the production process has been inter-
nationalized, mainly through modern technology, irrespective of the eco-
nomic and political dependencies, so that the national economy tends to 
disappear, while the national state is more and more incapable of influencing 
the endogenous variables and tends to be anachronistic. Even a government 
representing the people’s interest that makes its own decisions is constrained 
by the fact that these decisions are dependent on genuinely factual, not 
political, conditions objectively determined outside the system. (ibid.: 335)

He holds self-reliance politically dangerous, because it is ‘hardly con-
ceived to be compatible with democratic procedures’: He claims that 
democracy would not allow to implement self-reliance due to a lengthy 
process of convincing people, and therefore only a Stalinist-type of dicta-
torship would enable self-reliance, despite the fact that ‘participation and 
self-management of the people are preconditions of self-reliance’ (ibid.: 
336). For a social scientist positively relating to Karl Marx, Nikolinakos 
seems to downplay actors and to over-emphasize structures and objective 
laws (‘law of the increasing transnationalization’). But he, neither, offers a 
modus operandi to achieve an alternative, despite the fact that ‘the solu-
tions will be necessarily global or there will be no solutions’ (ibid.: 339):

The lesson of history is that if no realistic solutions can be found to change 
through the intervention of human will the objective factors that make out 
of the prevailing capitalist model of development an inhuman system, then 
history will apply its own law of finding solutions through wars, riots social 
disturbance, and so forth. (ibid.: 328f.)

Nikolinakos rejects any considerations (as being put forward in the 
self-reliance concept) that offer long term solutions incorporating 
reconsiderations of overall consumption patterns (for environmental 
and resources reasons): Only saturated scientist would count qualitative 
standards (of the core) against quantitative standards (of the poor in the 
periphery still lacking basic needs): ‘self-reliance requires that the people 
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consciously renounce the wish for the present and retain only the hope 
for long-run solution’ (ibid.:332).

Besides, how many of the citizens in the highly industrialized countries 
would be willing to sacrifice the material standard they have reached so far 
for the sake of some quality of life? Quality of life is accepted generally but 
not when it means, for example, renunciation of the private car – and it 
is exactly here where the irrelevance of every self-reliance theory becomes 
apparent. (ibid.: 332).

To be sure, there was critical assessment also within the European 
Dependency School. Manfred Bienefeld (1981: 81), working together 
with Seers at IDS, joined the criticism of a dependency thinking that ele-
vates nationally oriented polices to an absolute level:

The consequence is a use of the concept of ‘self-reliance’, as if that con-
formed to the principle of ‘the more the better’, and a use of the notion of 
‘delinking’ which implies that this is an end in itself, rather than a means 
to an end. A further consequence of these fallacies is to induce a concern 
with internal structures and price relativities, without significant regard for 
changing external circumstances. This is, of course, the antithesis of the 
dependency perspective.

Above all, self-reliance was a concept in progress (cf. Chapter 2.6) that 
meant aiming at a post-capitalist society. For some that meant ‘socialism’ 
but even then regional requirements as how to tackle capitalist penetra-
tion differed. José Villamil (1977: 58) from the EADI network and devel-
oper of the ECLA tradition in Palma’s (1981: 59) categories, referred to 
the self-reliance concept—arguing with Samir Amin—as a strategy for 
transition from capitalism to socialism in peripheral countries (cf. Amin 
1981: 535). ‘In some cases’, argues Villamil (1977: 60), ‘the priorities 
may lie in the establishment of a national cultural policy aimed at creat-
ing a “feeling of nationhood”, as Myrdal has called it’. Lacking a prom-
ising strategy to change ‘external circumstances’ (at least in short term), 
Bienefeld argued not to be too strict in what to expect from, or how to 
determine, a socialist alternative to capitalism. Is socialism only possible 
when the productive forces have been developed sufficiently? What are 
the minimum requirements for ‘socialism’? Bienefeld (1981: 86) offers a 
pragmatic ‘defensible version of dependency’ which
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is based on the more plausible and less restrictive assumption that social-
ism could be regarded as a potentially desirable object of immediate polit-
ical struggle in the context of many developing countries, not because 
it held out the promise of an immediate transformation to an ideal type 
of socialism, but because it raised the possibility that in spite of political 
weaknesses and obstacles a substantial increase in the social control exer-
cised over the economic process could prove to be progressive […]. In an 
international context this control would, of course, initially be exercised 
through the agency of the state, and its orientation would necessarily be 
based on some definition of a national interest. […] [In the debate about 
‘the transition to socialism’ the question should be asked] whether or not 
a greater degree of social control can be imposed on the development pro-
cess through the mechanism of the state, and whether this control can be 
(or is being) exercised in the interests (short- or long-term) of the great 
majority of the members of that society.

Stöhr and Nohlen did not argue for socialist societies, although their 
approaches had certainly—as we have seen—anti-capitalist or post-cap-
italist elements, i.e. in opposition to many familiar notions of a cap-
italist mode of production, in terms of ownership, participation, 
distribution, allocation, competition, economic democracy, free trade, 
control of resources, planning of production, and the treatment of the  
natural environment. A transformation of the global or at least European 
(capitalist) mode of production seems to have been the ultimate aim of 
the European dependency school. In the absence of an immediate pros-
pect of such a change, alternative national or regional development was 
their focus. A plan B suggests using the regional and national institu-
tional framework to strive for an alternative development from below. 
The question is how to use regional room for maneuver politically and 
with what substance. The presented approaches of a ‘European depend-
ency school’ suggest egalitarian (anti-racist) strategies: ‘A self-reliant 
society is an inclusive, non-hierarchical society that stresses cooperation 
over competition, harmony with nature over exploitation, and social 
needs over unlimited personal desire. It represents the one best chance 
for the survival of the human race’ (Friedmann 1986: 205). But how can 
such a self-reliant society be established? Only a few authors from the 
‘European dependency school’ presented in this book did inquire into 
state theory or theory of democracy. Friedmann talked of subordinating 
the destructive ‘economic space’ to the ‘life space’ which would make 
necessary a reordering of values:
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Speaking practically, this means subordinating economic space to the 
political authority of the State. It means protecting the historical life 
space of cities, regions, and the nation from the blind incursions of capi-
tal. To extend this protection, the State must have control over the basic 
conditions of livelihood within a given territory, and exercise this power 
in the interests of the people as a whole. A State so inclined would have 
to rest on a very different base of power than at present. It would have 
to rest directly on the power of the people mobilised for a life in com-
mon in both their life space and their place of work. […] If the State is to 
respond effectively to their needs, people must first reclaim their sovereign 
power by revitalising the political communities in which they live. Implied 
is a restructuring of institutions in the direction of self-management and 
greater local authority. (Friedmann 1983: 156)

Friedmann (1986: 205) distinguished, similar to Stöhr (see above), 
between ‘endogenous or self-directed development’ and ‘self-reliant 
development’, which he presupposed a radical political practice. The for-
mer was applicable only in regions ‘at the crossroads of the global econ-
omy […] based on large cities that function as world centers of control, 
production, and capital accumulation’. For peripheral regions, however, 
he (Friedmann 1986: 211f.) considered 

the route to an endogenous development within the mainstream of eco-
nomic policy [...] virtually closed. It is a viable option only for world city 
regions that can use their countervailing power to negotiate with global 
capital and with the state for arrangements favourable to themselves or, 
to be more precise, to their political and economic elites. For world city 
regions, an endogenous development may be viewed as a resultant in the 
struggle between territorial and functional interests, with the latter in 
dominance. In this sense, it is a far cry from what some of its proponents 
mean when they speak of a development “from below”

Peripheral regions only had the alternative of self-reliant development: 
‘self-reliance does not appear as a question concerning the use of pol-
icy instruments by the state but as a form of radical social practice orig-
inating within civil society’ (ibid.: 205), and ‘which is thus much “from 
below”’. Hadjimichalis (1983: 137f.) envisaged social movements arising 
from the ‘objective conditions of uneven regional development and sub-
jective conditions of rising regional consciousness’.

Seers surely hoped for an electoral success of progressive parties who 
than should apply pragmatic policies. But he did not go into detail how 
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such a success could be accomplished. Nohlen and Schultze (1985: 
63cc.) perceived as an overall weakness of dependency theory the dis-
crepancy between structuralist analysis of the causes of uneven develop-
ment, and the capability to counter dependencies politically. Strategies 
for change were voluntaristic and suggested a room to maneuver that 
would not exist in a dependency perspective (if it assumed an exter-
nal control of political decision-making). They draw on Macpherson 
(1977: 100, quoted in Nohlen and Schultze 1985: 50) when arguing 
a ‘vicious circle of advanced capitalism’: ‘We cannot achieve more dem-
ocratic participation without a prior change in social inequality and in 
consciousness, but we cannot achieve the changes in social inequality 
and consciousness without a prior increase in democratic participation’. 
Nohlen and Schultze (1985: 51c.) offer hypotheses for a new start of 
regional policy: (a) decentralist rather than centralized political systems; 
(b) forms of participation; (c) no sudden change or complete decoupling 
but a gradual transformation; (d) resistance of the political core can be 
overcome if issues of alternative regional policies can be made part of an 
overall political change in the countries collectively:

The chance to implement regional centered policies depends on concept, 
form, and degree of participation. In order to realize them, traditional 
forms of political participation (representative democracy) do not suffice 
and neither does direct-democratic pure activism [“direktdemokratischer 
Aktionismus”]. Required are a double strategy in patterns of participation, 
participation as means and ends, as stake and social participation, con-
ventional and unconventional forms, within and outside the institutional 
structure of politics. (Nohlen and Schultze 1985: 51)

Authors following the state theory of Nicos Poulantzas (as Hadjimichalis 
1983, 1984) came to similar conclusions. Coming from the opposite of 
the political spectrum as Nohlen, Poulantzas criticized both the liberal par-
liamentary democracy and what he considered a Soviet-type parallel state: 

The essential problem of the democratic road to socialism, of democratic 
socialism, must be posed in a different way: how is it possible radically to 
transform the State in such a manner that the extension and deepening of 
political freedoms and the institutions of representative democracy (which 
were also a conquest of the popular masses) are combined with the unfurl-
ing of forms of direct democracy and the mushrooming of self-manage-
ment bodies? (Poulantzas 2014: 256)



206  R. WEISSENBACHER

It is obvious that the European dependency school has provided rather 
defensive visions to counter transnational capitalism. Such alternative 
plans mostly focused on what was to be achieved and not how this was 
to be achieved. An inward looking policy was confronted with the prob-
lem of how to deal with regional or national elite that might see its own 
interest impaired in the wake of an overall egalitarian policy. Returning 
to academia from operational development work after almost a decade, 
Dudley Seers (1979 [1977]: 28) asked:

Why should the elites be any more willing to co-operate in this sort of 
‘development’, which would also deprive them of many of the goods 
and services they consider essential to being part of the modern world? 
Basically, the answer is that such a programme may appeal to what seems 
in many countries to be stronger than social conscience – nationalism. This 
may be more likely to outweigh short-term material interests, as is shown 
by wartime experience in many countries.

In his last book, Dudley Seers (1983) reissued a collection of essays 
he found most important under the title The Political Economy of 
Nationalism. What might seem like a strange title for a twenty-first- cen-
tury framework (and probably sounded odd when the ‘age of globaliza-
tion’—a euphemism for TNC capitalism—was getting off) bears a couple 
of interesting considerations that could serve as departures for contem-
porary alternative policies. They also seem to fit into Edward Sojas con-
ception of a ‘combination and articulation of a horizontal (periphery vs. 
center) and vertical (working class vs. bourgeoisie) class struggle’, we 
have talked about earlier.

We need to be aware, however, that Seers was writing in a Cold War-
world, and that he was critical of both neoclassical liberal capitalism 
(including Keynesian capitalism that he considered a version of it), and 
state socialism. In the wake of an overwhelming transnational capitalism 
with increasing differentials in productivity, TNC retaliation was to be 
expected against regional or national policies that curbed TNC interest 
(Seers 1983: 59). Seers (1983: 55ff.) considered, however, national-
ism as a way to react against an internationalism, as propagated by the 
superpowers United States and Soviet Union, that does harm to regional 
development. Since a government would not be able to simply opt out, 
he talks of ‘room to maneuver’ of a government, an ‘area within which 
policy can be varied without the government incurring costs that are 
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excessive in relation to the potential benefits’ (Seers 1983: 55). Facing 
an international reality that a single government would not be able to 
change, Seers focused on a progressive and pragmatic approach to gov-
ernment policies which should intend to move to the left and to the 
south (toward or in the N-E quadrant) in Fig. 6.1. How far could it go 
without risking retaliation a country was not able to bear (which might 
lead to a coup d’état that would do physical harm to politicians and 
activists), or risking that the costs of alternatives would become exces-
sive. Such pragmatic considerations address the gap between wishful 
electoral promises and the harsh reality of a limited room to maneuver. 
The available options are being assessed differently:

[B]ureaucrats, for example, tend to exclude all possible policies outside 
a narrow range, whereas many academics assume policy to be largely or 
totally unconstrained. Differences over what governments should do are 
often really about what they can do. (Seers 1983: 56)

As can be seen in Fig. 6.1, Dudley Seers (1983: 47f.) offers an ‘ideolog-
ical map’ that ‘shall help us assess political information and theoretical 
developments, and tell friend from foe’. He goes beyond the conven-
tional political left–right distinction (presented here on a horizontal axis 
between egalitarian and anti-egalitarian policies) and introduces a vertical 
axis of policies between nationalist and anti-nationalist. The ideology of 
the top right hand quadrant (AN-AE)

Anti-Nationalist
AN

Egalitarian E

Marxist socialists Neo-classical liberals

AE Anti-Egalitarian

Dependency theorists, 
populists, neo-Marxists

Traditional 
conservatives, fascists

N
Nationalist

Fig. 6.1 Ideological map (Source Seers 1983: 48)
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is broadly compatible with the interests of the TNCs. It also suits local 
capitalists who are associated with them, and a small ‘labour aristocracy’ 
which is provided with relatively high wages and fringe benefits by capi-
tal-intensive technology. These classes have come to depend on the gov-
ernments of the United States or Western Europe for military support and 
technological and cultural inspiration, and also slogans to legitimate their 
policy. Economic liberalism still serves this purpose. (Seers 1983: 48)

Seers (1983: 48) acknowledges currents of nationalism and elitism in 
socialist countries, however, ‘[i]n the Soviet bloc, Marxism still holds 
out to Communist parties and their sympathizers the goal of a socialist 
world order’ (quadrant AN-E). In the bottom left (N-E) quadrant, Seers 
places Western European labor movements that are no longer convinced 
of Marxism but still are concerned with the inequalities produced by the 
Capitalist system. Dependency theorists also belong to this quadrant, as 
well as

peasant movements [that] are better suited by something that is not only 
egalitarian but draws on national roots, like the forms of populism com-
mon overseas, especially in Latin America […]. The ‘social incentives’ 
which are heavily emphasized by Marxist governments, in non-European 
countries (such as China and Cuba), can be interpreted as largely national 
incentives. (Seers 1983: 48f.)

Other programs of (especially large) non-European countries are being 
placed in the bottom right quadrant (N-AE) because

a government may, in fact, not bother much in its day-to-day business 
about reducing inequality. Landowners and indigenous capitalists naturally 
prefer an anti-egalitarian ideology, but […] not one that is international-
ist. Significant parts of the bureaucracy and the armed forces also support 
ideologies in the same quadrant, together with some extremist religious 
groups, such as the Muslim Brotherhood. Like Fascist ideologists, despite 
egalitarian rhetoric they are basically hierarchical. (Seers 1983: 49)

Seers gives examples for alliances of parties or within parties that run 
counter the traditional search of coalitions in the immediate ideological 
neighborhood but the traditional left–right axis is not necessarily void as 
it was shown in the coalition against Chile’s Allende government, con-
sisting of the bottom and the top right quadrant. (Seers 1983: 187, end-
note 2 of Chapter 2)
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A section of Seers’ book is dedicated to the constraints of nationalism 
(economic, political, social, and demographic realities, and the question 
of resources and technology). Liabilities are seen in a small population, 
serious ethnic division, geographic vicinity to a superpower, few natural 
resources, culturally subverted bureaucracy, high consumer expectations, 
and a narrow technological base. The economical neoclassic’s ignorance 
toward food self-reliance (and using an alleged comparative advantage 
in the production of cash crops) is being seen particularly problematic. 
A declining demand for cash crops can lead to immediate problems in 
financing food imports. The current discussions on food sovereignty 
appear to be in the tradition of the dependency school arguments for 
food self-sufficiency as part of development planning (Seers 1983: 116). 
Further constraints of regional political economy are seen in energy pol-
icy and technology:

Dependence on foreign investment and technology are among the main 
constraints on a government’s room to manoeuvre. This need not be very 
damaging if they are carefully screened as part of a strategy of industrializa-
tion that reflects national interests and if the most appropriate technologies 
are drawn from the most appropriate sources. […] Indeed, the initiative 
in technology transfer should lie with the host government. They should 
know what they want and where to get it – as Japanese officials did in the 
early stages of their highly professional industrial strategy: foreign business-
men with the presumption to take the initiative in Tokyo have faced the 
prospect of being delicately but forcefully snubbed. (Seers 1983: 81)

Seers considers careful planning of the industrial structure as essential for 
a development policy, incentives to attract technology might be costly. 
He sees strong dependence on TNC problematic because they have 
their own agenda, limit trade flexibility, and impair options of a national 
industrialization model according to the Japanese model. Technology 
in Seers’ analysis is also important for military capabilities and a proxy 
for cultural dependency. As a classification for countries, Seers suggests 
using profiles of dependence instead of developed, centrally planned, and 
developing (Table 6.1).

Self-reliance is the priority in Dudley Seers’ strategy for a national-
ist political economy. It includes military considerations in order to be 
able to counter external threats. The room to maneuver is seen small 
but every government has policy options and needs to pursue a prag-
matic policy. Establishing a unity in government (eliminating potential 
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struggles between ministries) is essential as well as integrated develop-
ment strategies. Especially left-wing governments need strict budgetary 
rules in order to avoid a deepening of dependencies (Seers 1983: 92f., 
113 and 120ff.). Clearly Dudley Seers’ indicators for ‘profiles of depend-
ence’ needed to be adjusted to present day circumstances. The indicators 
seem to reflect Seers’ writing in late ‘Fordist’ times, however, he made 

Table 6.1 Illustrative profiles of dependence on key inputs (ca. 1980)

Notes aPotentially a significant exporter
bDependence on technology is sometimes measured by purchases of patents. However, a country with 
a high indigenous technological capacity (notably Japan) can, for that very reason, be a heavy purchaser 
of patents without losing its economic independence: technological capacity includes the ability to select 
whatever foreign inventions or innovations appear useful and to decide whether to buy patents. Here 
technological dependence is measured by net trade in machinery, transport equipment, and arms
Source Seers (1983: 83) (further classificatory remarks: 84ff.)

Oil Cereals Technologya

Least Dependent
(one I, two Es)
United States I E E
Soviet Union E I E
Moderately Dependent
(one I, one E)
East Germany I O E
West Germany I O E
Britain O I E
Argentina O E I
Heavily Dependent
(two Is)
Japan I I E
Kuwait E I I
Nigeria E I I
Thailand I E I
China Ob I I
Most Dependent
(three Is)
Brazil I I I
Cuba I I I
Poland I I I
Portugal I I I
I = significant chronic imports;
E = significant chronic exports;
O = very roughly self-sufficient;
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clear the importance of indebtedness for a country’s dependence and 
room to maneuver, in the age of financialization an indicator reflecting 
financial dependence seems appropriate.
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The European dependency school formulated progressive alternatives 
to hegemonic paradigms in development studies and economics. The 
dynamics of the era ending the bipolar world would turn, however, in 
a different direction, which captivated dependency authors but also 
left of center political parties. Already in 1994, Panitch (1994: 81f.) 
pointed out that most mainstream center-left parties subscribed to the  
(neoliberal) competitiveness paradigm by advancing ‘a more progressive 
form’ that, however, did ‘not constitute much of an alternative’: 

For a considerable period through the 1970s and well into the mid-
1980s, a large part of the Left refused to acknowledge that the crisis of 
the Keynesian/welfare state was a structural one, pertaining to the very 
nature of capitalism and the contradictions it generates in our time. […] 
But rather than allow bourgeois economists calling the tune with their 
neo-liberal logic of deregulation, free markets, privatization and austerity 
to dictate the terms of the race, a “progressive competitiveness” strategy is 
advanced by intellectuals on the Left (from social democratic to left-liberal 
to a good many erstwhile marxists) whereby labour and the state are urged 
to take the initiative and seize the hand of business in making the running 
toward competitive success.

This account is only partially true for the ‘European dependency school’. 
As I have shown, authors form this school clearly challenged the struc-
tural crisis of capitalism in their Keynesian and neoliberal expression. 

CHAPTER 7

Paradigm Lost? ‘Endogenous Development’ 
Replaces ‘Selective Self-Reliance’
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They also formulated alternatives but defensively and skeptically. Since, 
in social science, a scientific revolution is rather consequence of a real 
life revolution, neoliberal counterrevolution succeeded Keynesianism and 
efforts of the dependency school were consequently forgotten. As for 
their further scientific work, the ‘era of globalization’ did not leave many 
of the European dependency scholars unimpressed. But this was true also 
among the Latin Americans.

‘Globalization’ was the name established for the ‘new’ dynamic that 
for many first also carried hope for progress. In this new era, a prominent 
member of the Latin American dependency school, Fernando Henrique 
Cardoso, argued, all the old theories and political concepts were useless. 
He broke with his critical past and entered a (successful) election campaign 
for the Brazilian presidency in 1994 (Fischer et al. 1999: 9). ‘Globalization’ 
led, however, to ‘globalization crisis’, the ‘new’ dynamic was increasingly 
seen critically and therefore often nicknamed ‘neoliberal globalization’ (cf. 
Panitch et al. 2004, a very instructive compilation of critical essays on glo-
balization published in the Socialist Register during the 1990s). Today any 
euphoria is gone, ‘globalization crisis’ belongs to the past, what is left of 
‘neoliberal globalization’ is (neoliberal) capitalism with inherent crises.

As far as the ‘European dependency school’ is concerned, authors of 
the Binghamton network, subscribing to world-systems theory, had cer-
tainly no ‘developmentalist illusions’ and seemed better prepared to face a 
radicalization of the liberal paradigm in the 1990s. Scholars working with 
Arrighi’s network connected directly to the Binghamton network in the 
1980s and theorized the paradigmatic change as ‘sudden change in the 
“rules of the game” [that] would play a key role in reconstituting the rat-
tled foundations of the North-South wealth divide’ (Arrighi et al. 2003: 
20). Arrighi et al. (2003: 23ff.) did not adapt to the paradigmatic changes 
but theorized them (cf. also Arrighi et al. 1996). ‘Structural mechanism 
did not operate in an ideological void’ (ibid.: 23) they argued:

Rather, they were shaped by beliefs and theories about the pursuit of 
national wealth in a global economy that channeled Third World devel-
opment efforts in particular directions. These beliefs and theories were 
fundamentally contradictory because they reflected the hegemonic pow-
er’s attempt to do two incompatible things – to accommodate Third coun-
tries’ aspirations to catch up with the standards of wealth of First World 
countries, and to preserve standards of oligarchic wealth for itself and for 
its closest allies. From this point of view, the main difference between the 
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pre-1980 and the post-1980 periods is that, while in the earlier period the 
need to accommodate Third World aspirations was predominant, in the 
latter period the need to preserve oligarchic wealth gained the upper hand. 
(ibid.: 23f.)

The concept of ‘oligarchic wealth’ in contrast to ‘democratic wealth’ was 
borrowed from Roy Harrod (1958):

Democratic wealth is the kind of command over resources that, in princi-
ple, all can attain in direct relation to the intensity and efficiency of their 
efforts. Oligarchic wealth, in contrast, bears no relation to the intensity 
and efficiency of its recipients’ efforts, and is never available to all because 
generalized attempts to attain it raise costs and reduce benefits for all 
actors involved. (Arrighi et al. 2003: 19)

The intense competition among peripheral and semiperipheral coun-
tries did prevent them from achieving similar wealth as in core countries  
(cf. the theoretical explanation in Chapter 3) but also undermined the 
industrial foundations of core countries (deindustrialization).

Overall the research networks of the ‘European dependency school’ 
seem to have discontinued their activities related to the dependency 
paradigm in the 1980s. Only single authors continued publishing crit-
ical accounts. I use again the two threads of the European depend-
ency school, the more state level oriented EADI and the ‘regionalists’, 
in order to briefly—by using only a few examples—approximate what 
seems to have happened to researchers from these networks afterwards. 
The most prominent figure of the EADI branch of the ‘European 
dependency school’, Dudley Seers, had died in 1983. He had criti-
cized international penetration and presumably would have been also a 
critic of ‘globalization’. More than a decade later, in 1996, EADI was 
in the midst of the globalization discourse, holding its 8th conference 
(in Vienna) under the title: ‘Globalisation, Competitiveness and Human 
Security: Challenges for Development Policy and Institutional Change’. 
In the following year, a selection of conference papers was being pub-
lished in the European Journal of Development Research which had 
an eminent researcher of the Latin American dependency school as an 
editor: Cristóbal Kay (1997, cf. 1989). Regionalism was being newly 
defined. In the European Dependency school, the penetrating ‘develop-
ment from above’ had been perceived as either coming from the state or 
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interregional companies against peripheral (domestic) regions, or being 
directed from core states into peripheral states. Neatly fitting into the 
globalization discourse, Björn Hettne (1997: 83) from the EADI net-
work, now argued ‘that development theory as a state centric concern 
lacks relevance’. In order to regain explanatory relevance, development 
theory was to merge with International Political Economy (IPE). This 
should enable a compromise in the ‘political rationality’ between the 
fading Westphalian and the post-Westphalian world order in the mak-
ing: ‘A “post-Westphalian” logic rests on the […] assumption that the 
nation state has lost its usefulness, and that solutions to emerging prob-
lems must increasingly be found in transnational structures’ (Hettne 
1997: 84). ‘In terms of development principles’, Hettne sees—adapting 
Friedmann and Weaver (1979)—a compromise between territory and 
function. Hettne calls these compromises ‘new regionalism’. Many in the 
European dependency school had identified TNC as main actors pene-
trating peripheral regions or states, Friedmann and Weaver (1979: 171) 
saw them ‘gaining in this contest for dominion’. In the globalization dis-
course, however, anonymous globalization often seems to have replaced 
actors responsible for the fact that function prevailed over territory. The 
attention shifted toward global governance necessary to counter nega-
tive effects. On the regional level ‘a large number of different institu-
tions, organizations, and movements’—and no longer states—are seen as 
‘actors behind regionalist projects’ (Hettne 1997: 85). How these objec-
tives were to be achieved, remained unexplained. Presumably drawing on 
his earlier work in the EADI network (cf. Hettne 1985), Hettne (1997: 
85ff., 100ff.) uses elements from the European dependency school for 
the new regionalism such as ‘from below’ and the notion of some form 
of spatial closure (‘similar to mercantilism’): ‘Self-reliance is an old devel-
opment goal which rarely proved viable on the national level. Yet it may 
be a feasible development strategy at the regional level if defined not as 
autarky but as coordination of production’ (Hettne 1997: 100). While 
these concepts originally meant to counter penetration from TNC, inter-
national institutions, and state level government with an alternative par-
adigm, they were now being presented as remedy against ‘globalization’. 
TNC could, therefore, be part of the solution, which opened the way for 
the ‘competitive region’.

At the very same EADI conference, however, the ‘decentralization dis-
course’ that thought of the nation state as loosing importance, had been 
vehemently criticized by Frans Schuurman (1997): Decentralization had 
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been put forward, he argued, as part of the attack against the Fordist state 
which aimed at deregulation of central governments and was spread to 
the periphery by what is today called Washington Consensus. However, 
some of the political left saw decentralization as a progressive political pro-
ject (including municipal democracy and local government) which would 
counter negative effects of liberalism. Schuurman questions the ‘decen-
tralization euphoria’, arguing that further fragmentation would make 
regions more vulnerable for international capital penetration. ‘[A]s long as 
the decentralization discourse contributes to hollowing out the state, and 
as long as there is no institutionalized social contract at the global and/
or local level [as compared to the nation state], it is rather premature to 
parade decentralization as the Post-Fordist paradigm’ (Schuurman 1997: 
166). Already a couple of years earlier, Manfred Bienefeld (1994: 107) 
had deconstructed left-liberal notions of globalization. Like an echo of 
Dudley Seers’ last book, he made the case for a ‘positive nationalism’:

Competition cannot lead to true and sustained efficiency unless it is 
embedded in a social and political matrix that is capable of restraining the 
struggle for economic efficiency sufficiently, to allow society to make gen-
uine choices trading off economic efficiency against other objectives like 
environmental protection, social cohesion, political stability or the ability 
to maintain full employment. But such choices can only be made within 
political entities with sufficient sovereignty to enforce them. Such entities 
are termed ‘generic nation states’ for the purposes of this discussion and 
they are an essential prerequisite for the efficient functioning of markets.

Also in the German Development Institute (GDI), the change in dis-
course was being reflected in the 1990s. In a study by GDI—‘Global 
competition and national room for maneuver’ (Eßer et al. 1996)—one 
of the key researchers who had done critical studies on European periph-
eral states and integration in the 1970s and 1980s (e.g. Eßer 1978a, b), 
now discussed globalization and competition (Eßer 1996). He observed 
a tendency toward globalization that put pressure on national actors 
but by the same token he refers to the ambivalence in interpretation  
(e.g. that critics perceived globalization short of being a myth). Eßer 
(1996: 1) recognizes ‘not only a drive towards globalization. Rather, 
globalization, regionalization, transformation of the nation state and 
localization are interdependent and mutually reinforcing’. Most inter-
esting, however, for our understanding of the remains of the European 
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dependency school, is Eßer’s (1996: 1) following statement: ‘The 
national room for maneuver – to implement system alternatives to the 
general pattern “market economy and liberal democratic political order”, 
or even a fundamentally different development of societies, is shriveled, 
probably not even longer existing’. Consequently he explores the options 
of states, which he considers still the most important level in deci-
sion-making, in the global competition.

Changing the old development paradigm and the capitalist mode of 
production had belonged to the agenda of the European dependency 
school. What is striking, however, is how the prevailing paradigm was 
being organized into a ‘new competition paradigm’. Some elements 
of this new competition paradigm seem to echo dependency notions. 
The presentation of new concepts in international competitiveness by 
Hurtienne and Messner (1996) (cf. 39–59, as part of the GDI study) 
may help to explain why neoliberal concepts could attract heterodox 
economists and actors on the political left. First of all, ‘one-dimensional 
and static neoclassical viewpoints of factor-based competitiveness and 
comparative advantages’ had been given up in favor of ‘a new dynamic 
and integrative perspective, that explained competitiveness by specific 
economic, social, cultural, and institutional circumstances of a country 
and understood development of competitive advantages as historical pro-
cess’ (Hurtienne and Messner 1996: 39). This approach was to be found 
in Michael Porter’s classic of the genre (‘The Competitive Advantage of 
Nations’, 1990), which originated in his work for US president Ronald 
Reagan’s ‘President’s Commission on Industrial Competitiveness’ 
(1983–1985), and drew on experiences of industrial districts of the 
‘Third Italy’ (Hurtienne and Messner 1996: 39).

Secondly, increasing competition had a polarizing effect, TNC privi-
leged some national locations, and less attractive states were confronted 
with disintegrative tendencies. The answer was seen in regional agglom-
erations and clusters, they were to create ‘virtuous circles of interaction 
between accumulation of physical capital, qualification of labor, techni-
cal accumulation and competitiveness of companies’ (Hurtienne and 
Messner 1996: 52). The national production was to be shielded from 
globalization processes. State policy should provide cross-links between 
companies in order to avoid ruinous (international) competition. With 
such an economics of agglomeration, small companies could provide 
each other with the advantages big companies used internally.
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Thirdly, small and medium enterprises were seen as new dynamic 
actors if they used ‘economies of agglomeration’ within regional clus-
ters or industrial districts. Some authors even heralded the end of TNC. 
Having said that, the state was seen unable to create such competitive 
structures (only companies themselves could achieve that) but it could 
foster general conditions. Fourthly, sociocultural, noneconomic factors 
became important which respected different local actors: Such a ‘cultural 
superstructure’ creates social cohesion and a socioeconomic milieu that 
allows for a productive mix of cooperation and competition, and mar-
ket and regulation. In the districts, company decisions become possible 
that need not obey short-term profit logics, but could also follow long-
term interests of a region’ (Hurtienne and Messner 1996: 58f.). In terms 
of industrial planning, fifthly, industrial districts were being presented as 
third way of regulation between market liberalism and state industrial 
policies. The magic concept seems to have been ‘network structures’. 
The state receives the role as stimulator, coordinator, and moderator 
in a location policy oriented on dialogue. Local actors from compa-
nies, unions, and science are included in the decision-making process in 
order to spread relevant information and develop visions for the region. 
Companies in a cluster compete and cooperate: ‘This new competition 
in networks is based on partnership, loyalty, common values and mutual 
trust, elements that seemed overcome in capitalism, but are of impor-
tance for the stabilization of flexible arrangements among companies in a 
cluster’ (Hurtienne and Messner 1996: 59).

The ‘regionalist’ Walter Stöhr (2001: 37ff.), however, distinguishes 
between clusters and networks. Also referring to Porter—seemingly 
for the first time in his writings—as initiator of the cluster idea, Stöhr 
(2001: 38) assesses clusters as further development of the growth-center 
theory (which formerly had belonged to the development from ‘above’ 
paradigm and would increase polarization). ‘Networks, in contrast, are 
not necessarily spatially determined’ (ibid.), Stöhr as well presents them 
as harmonic and cooperative. ‘Development from below’ seems to have 
undergone a transformation from ‘self-reliance’, a more self-conscious 
and antagonistic alternative approach from the dependency school, to 
networks, an allegedly harmonic version of capitalism.

Originally, ‘development from below’ had been a broad alternative to 
(regional) development from above (and outside) that included compe-
tition, outside demand, and technological dependence. Selective self-re-
liance was seen to break existing patterns, with certain limitations as to 
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a trade-off between sovereignty and technology and innovation—due to 
technological dependence (Stöhr 1981: 46).

Later Stöhr seems to have reformulated his development concepts 
‘from below’, which, as he concedes, had been challenged regarding fea-
sibility ‘under present international conditions’ (Stöhr 1990b: 22). The 
more radical development alternative ‘self-reliance’ seems to have disap-
peared from his texts during the 1980s. But ‘endogenous development’ 
prevailed as the pragmatic concept when regions needed to adapt to the 
international restructuring crisis starting in the 1970s. National govern-
ments, the OECD and the European Commission—which in his earlier 
work would have represented development institutions ‘from above’, now 
promoted ‘endogenous development’ themselves. Most often local initi-
atives were employment initiatives (Stöhr 1990c: 45ff.). It goes beyond 
the scope of this brief delineation as to clarify where the differences in the 
findings of Porter (1990: 155, 422) and Stöhr (1985: 22; 1987: 174) 
lie, who simultaneously drew for their analysis on the same research on 
the industrial districts of the Third Italy. Hadjimichalis (1994: 21) from 
the EADI network counts Stöhr to the ‘proponents of the Third Italy 
model [that] follow two more or less clear political views of regional 
development’. Next to the neoliberal view, there is, ‘for some radicals 
who appreciate many of the […] neo-liberal points, a Proudhonian vision 
of successful craft production in SMEs providing jobs in non-hierarchical 
artisan groups’. Stöhr (1990a: 3), indeed, envisaged the social entrepre-
neur as actor for a regional resilience, as further elaborated by Johannison 
(1990: 61ff.) in the same volume: The social entrepreneur ‘considers the 
development of the community as a primary personal goal’, is perceived 
to belong to Friedmann’s territorial strategy and aims at sustainability 
using ‘economies of scope’. The ‘autonomous entrepreneur’ on the other 
hand ‘considers the community as a means to personal goals’, is part 
of the functional strategy, and aims at profitability using ‘economies of 
scale’. Having said that, the language is reminiscent of the ‘new regional-
ism’ using the competition principle on regions (competitiveness) which 
was so aptly criticized by Gillian Bristow (2005, 2010). The quest for an 
alternative is being replaced by empowerment for self-assertion in com-
petition. Stöhr (2001: 41) searches for ‘comparative advantages of action 
at the local/regional level’ (Stöhr 2001: 41). The development paradigm 
‘from above’ is now ‘central regional policy’, the development paradigm 
‘from below’ is now called ‘local development action’ (Stöhr 2001: 35f.). 
Selective self-reliance had disappeared from his analysis. The motive 
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(why) for production (basic needs and self-reliance) was given up in favor 
of the organization (how) of production. Implicitly this production is 
export production, a regional ‘bottom-up’ development is being sup-
ported by national or supranational agencies (Stöhr 2001: 43f.)—which 
in the past had been seen as triggering ‘development from above’. The 
key element of self-reliance, a selective spatial closure, seems now being 
replaced by subsidiarity, a social system structured from below:

In practice, there are at least two interpretations of this concept: one main-
tains that each social level should take care of what it can do best, but at 
the same time, in a spirit of solidarity, it can rely on help “from above” if 
it cannot solve a problem […]; and the other is more related to neolib-
eral thinking, and maintains that each individual and the lower social levels 
should fend for themselves, and the state and higher levels should exercise 
only a minimum of functions. […] In the European context, it has been 
derived from catholic social philosophy […]. (Stöhr 2001: 39)

The Maastricht Treaty had been criticized for being too centralist, 
bureaucratic, and distant from citizens, and therefore motivated wide-
spread discussions of implementing the subsidiarity principle. Stöhr 
(2001: 40) seems to have sensed, however, that the EU applied the prin-
ciple only where it wanted to avoid uniform standards.

Using concepts such as ‘competitiveness’ and ‘comparative advan-
tage’, and counting on ‘help from above’ indicates that Stöhr belonged 
to those who had arrived in the mainstream of regional development. 
Lastly, it had been an idealized version of (regional) capitalism that seems 
to have built the case of networks and clusters. With the benefit of hind-
sight, the traps of the ‘long’ globalization decade seem easy to discern. 
But there were authors within the discussed networks that were early 
aware of false promises and paradigmatic changes: next to (the already 
discussed) Schuurman (1997), Bienefeld (1994), Friedmann (1986), 
and particularly Costis Hadjimichalis should be mentioned. ‘[S]ince the 
mid 1980s’, Hadjimichalis and Papamichos (1990: 181, 184, and 187) 
argued (referring to Stöhr, Musto and others),

the combination of ‘development-from-below’ theories with certain suc-
cess stories of local capitalist development, have generated widespread 
beliefs that alternative policies promoting indigenous local development 
based on SMEs would diffuse growth potentials like those in Third Italy 
all over southern Europe […]. ‘Local development’ thus became the new 
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catch phrase, a new kind of development doctrine during a period of great 
financial difficulties on the part of the central state. As in the past with 
other catchy ideas, ‘local development’ has rapidly spread among techno-
crats, politicians and local authorities as a new doctrine of development. 
The emphasis, however, was still on industrialization, which now will 
take place via SMEs in rural areas or in small and medium towns. These 
‘local areas’ will take advantage of existing local skills and networks and, 
if properly helped and guided, will develop following a different path 
from known big scale industrial projects in growth poles. In this growing 
euphoria, very few are interested what ‘local’ really means or how autono-
mous an industrial sector can be in a EC competitive framework.

Hadjimichalis and Papamichos (1990: 189, 203) are particularly critical 
of the widespread use of the experience of the Third Italy as a model 
for other Southern European regions. A criticism, Hadjimichalis (2006: 
82f.) later advanced more: He was puzzled that ‘radical theorists and 
researchers’, who had discovered in industrial districts ‘a localized devel-
opment model, which permits regions to again become global players’, 
did ‘succumb to the charms of grand narratives, even when they strongly 
argue for the need to pay attention to differences and to local processes’. 
Using ‘Third Italy’ as example, his account reads as deconstruction of 
the industrial district as a (general) model. He puts emphasis on specific 
forms of workers’ expropriation (e.g. working and safety conditions, low 
payment, working hours, informal sector) in the industrial districts as 
part of the international division of labor (competition) and global pro-
duction chains (subcontracting) supported by the state (tax legislation, 
protectionism). What had been there in economic success deteriorated in 
the 2000s due to world recession (before the crisis that began 2007/8!), 
monetary union (which ended the option of depreciating currencies), 
and expiration of multi-fiber agreement (ended core protectionism in 
textile sector). While Italian companies shifted their production abroad, 
(formal and informal) immigrants took over employment in the low 
wage and informal sectors (cf. also Hadjimichalis and Hudson 2014). 
Hadjimichalis and Papamichos (1990: 204), however, early sensed the 
danger of an alternative development vision being turned into a liberal 
strategy (of a competitive region):

Above all, local development seems to be of high priority among neo-lib-
erals in the EC inspired by Thatcherite policies […]. [T]hey prefer “local 
areas” to compete freely among themselves for resources, investment, jobs 
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and prosperity, as individual firms do in the “free” market. It seems there-
fore, that European integration will strengthen such views among rightist 
governments, and what today appears as a trivial development alternative 
could be developed to an offensive rightist strategy in a few years.

The neoliberal concept of the ‘competitive region’ could therefore 
embed fragments of the European dependency school that in its political 
conclusion had envisaged a regional alternative to global/European cap-
italism. Lastly, such neoliberal policies also advanced the European dis-
integration process, as Hadjimichalis (1994: 26f.) argues: Policy-makers 
from Germany, the Netherlands, and the UK resisted a ‘proposal for the 
Integration Fund’ for ‘interregional transfer payments in order to allevi-
ate persistent and new regional disparities. Instead, they preferred ‘local 
areas’ to compete freely among themselves’.
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While the globalization decade steamrolled the European dependency 
school, enlargements of what became the European Union (EU) added 
to existing polarization in the European integration process. Already in 
1990, the German Democratic Republic (GDR) was the first country 
of Eastern enlargement, when the former Eastern European core coun-
try experienced a peripheral integration into the Federal Republic of 
Germany (FRG) as workbench for West German companies. The other 
Central and Eastern European Comecon States lived through a transfor-
mation crisis and entered the EU at the peripheral end of the hierarchy 
in 2004 and 2007, similarly the former Yugoslav republics of Slovenia 
and Croatia entered the EU in 2004 and 2013. The small island states 
Malta and Cyprus entered the EU in 2004 and became special places 
in the EU financial markets. Already in 1995, core countries Austria, 
Finland, and Sweden had left the European Free Trade Association 
(EFTA) in order to join the EU.

In this chapter, I am going to suggest a core–semiperiphery–periphery 
typology for the contemporary EU from a dependency perspective. If one 
compares recent estimates of regional inequality in the EU by Eurostat 
(2018a, n.y.3) with the incomplete egg of core regions in Europe by 
Dudley Seers in 1979 (Chapter 3.4), then one can see that the egg shape 
was depleted or deformed. Much of France and (Southern) England lies 
below the average EU-28 level of GDP per capita at PPS (cf. Fig. 8.1) 
and most of the new member regions that entered the EU in the 2000s 
remain far behind outside (Eurostat, n.y.3). The extreme outliers are the 
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Fig. 8.1 GDP per inhabitant 2016, based on data in purchasing power stand-
ards (PPS) in relation to the EU-28 average, EU-28 = 100), NUTS 2 regions 
(Source Eurostat, n.y.3)
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regions Severozapaden in Bulgaria with 29% of the EU28 average and 
Inner London in the United Kingdom with 611% in 2016 (Eurostat 
2018a). While Fig. 8.1 displays a category larger than 150% of the EU28 
average, however, the category ‘smaller than 75%’ of EU28 average does 
not tell the whole story of polarization toward the bottom: 21 of the EU 
regions even remain underneath the 50% margin, Bulgaria reaches 49% as 
a country average, Romania 58%, and Croatia 60% (ibid.). The inquiry in 
the next subchapters aims at a more systematic analysis of core–periphery 
relations in the contemporary EU.

8.1  core–semiPeriPhery–PeriPhery  
in the contemPorary euroPean union

This inquiry into a typology of current EU core–periphery relations 
follows the considerations of EDS authors outlined in Chapter 3. I will 
stick to a narrow set of economic indicators that are economistic com-
pared to the broader discussions on social and development indicators 
in the 1970s and 1980s. Such economic indicators are closer connected, 
however, to the mode of discussions in recent decades, and may offer 
a view on EU fragmentation by traditional means. They will certainly  
challenge approaches that see remedy in industrial policies without ques-
tioning the mode of production.

In a conventional way, economic convergence is measured by beta- 
and sigma-convergence. The former tries to capture whether there is a 
‘catching-up’ process between low- and high-income countries by means 
of higher economic growth, while the latter ‘refers to a reduction in the 
dispersion of income levels across economies’ (ECB 2015: 31). The ECB 
(2015: 31) argues that ‘real convergence mainly pertains to the [beta]- 
dimension of convergence, with [sigma]-convergence being a by-product; 
sustainable convergence is the key precondition for economies that are 
catching up to be resilient to shocks’. Other authors stress the importance 
of Sigma-convergence ‘because it speaks directly as to whether the distri-
bution of income across economies is becoming more equitable’ (Young 
et al. 2008: 1084) and ‘that the concept of Sigma-convergence is more 
revealing of the reality as it directly describes the distribution of income 
across economies without relying on the estimation of a particular model’ 
(Monfort 2008: 5). Calculations that use Sigma-convergence usually 
observe statistical variations among the EU28 or EU15 groups; EuroStat 
presents data that refer to EU28 = 100 (cf. Fig. 8.1) or EU15 = 100.
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For my presentation of a typology, I will also use a model of income 
distribution across economies. Consequently, I am not interested in esti-
mating the actual living situation of people in the core and periphery of 
the EU, but the (relative) relations between core and periphery and their 
change over time. Furthermore, I am interested in the level of industri-
alization in these economies. I will follow the methodical and theoretical 
model of Arrighi and Drangel (1986) and Arrighi et al. (2003), which I 
have outlined in Chapter 3.3, in the attempt to estimate core–periphery 
relations in the EU at the country level. Other than typical data presenta-
tions that relate countries to the average of a sample, I will, therefore, 
relate EU countries to the EU core.

While Arrighi et al. (2003) used the OECD ‘convergence club’ as the 
core proxy, they relate the periphery and the semiperiphery to, I will use 
the undisputed core country of Europe, Germany, as the sole EU core 
reference (Germany = 100). Germany certainly has core characteristics 
different from the United States, and therefore the interpretation in terms 
of industrialization will differ somewhat. The main argument of deindus-
trialization, however, seems to hold for both Germany and the United 
States, according to the data I used. If one takes 1960 = 100 as base line, 
then the share of manufacturing industry in all branches (gross value 
added) as proxy for industrialization will start to show declining values 
no later than the 1970s (Tables 8.1 and 8.2). It will not be a surprise that 
these data suggest a lead by Transnational Companies (TNC) from the 
United States—as compared to those from Germany—in the outsourc-
ing process toward the (semi)periphery. The widening of the gap between 
the United States and Germany slowed down in the 1990s, when the 
German economy was faced with the integration of Eastern Germany.  

Table 8.1 Share of manufacturing industry (UVGM) in all branches 
(UVG0)—gross value added at current prices, ECU/Euro, for the United States 
and Germany (1960 = 100)

Germany#: before 1991: Western Germany
2010s*: Germany: 2010–2016, USA: 2010–2014; Averages over decades, for detailed information on 
data and sources see Table 8.8

1960–1969 1970–1979 1980–1989 1990–1999 2000–2009 2010s*

Germany# 99 93 84 67 61 63
USA 99 86 72 63 51 47
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However, the German ‘wage-dumping policy’ (Flassbeck and Spiecker 
2011), which brought the German economy a significant competitive 
edge, seems to have stopped deindustrialization. One could read the 
confrontational protectionist policies by the Trump administration as a 
reaction to a weakening of US control of global TNC capitalism, with 
its commodity chains (CC). The obvious difference between the United 
States and Germany (in the data presented) is the higher share of indus-
trialization of the smaller and more export-oriented German economy in 
all available data.

The main objectives in this chapter are, however, to find a working  
classification of the core–periphery system in the EU, and the importance 
of industrial policies for convergence and cohesion if the logic of TNC cap-
italism remains unaltered. I will suggest a contemporary core–periphery  
system of the EU at the national level. The GNI per capita (PPS) con-
siders income from residents of one country that is earned in other 
countries and subtracts domestic income by nationals from other coun-
tries. PPS is an artificial common currency that respects countries’ dif-
ferent price levels (cf. Eurostat, n.y.1&2). I used the data on GNI per 
capita (PPS) provided by the AMECO database (EU Commission, n.y.). 
Data for EU15 are available from 1960 and data for EU28 from 1990.  
I related the data to Germany = 100 and used an average over each avail-
able decade (cf. Table 8.3).

Arrighi and Drangel (1986) worked within the world system and 
CC. Their assessment aimed at a working scheme for the global level. 
Following the dependency paradigm and staying geographically in 
Europe, particularly the EU, I was interested whether there could 
be a three-tier system observed in the EU as well. As we have seen  

Table 8.2 Share of manufacturing industry (UVGM) in all branches 
(UVG0)—Gross value added at current prices, ECU/Euro, for the United States 
and Germany (Germany = 100)

Germany#: before 1991: Western Germany
2010s*: Germany: 2010–2016, USA: 2010–2014; Averages over decades, for detailed information on 
data and sources, see Table 8.8

1960–1969 1970–1979 1980–1989 1990–1999 2000–2009 2010s*

Germany# 100 100 100 100 100 100
USA 74 68 64 70 60 55
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in Chapter 3.3, Arrighi and Drangel (1986) actually suggest a three-tier 
system, plus a perimeter of the periphery and a perimeter of the core. 
There would be candidates for Arrighi and Drangel’s (1986) perime-
ters (of the periphery and of the core) also in the EU (Slovakia and the 
Czech Republic in the 1990s/2000s, and Ireland and Finland [1990s] 
or Spain and Italy [2000s], respectively). With a much more limited data 
set than Arrighi and Drangel (1986) and Arrighi et al. (2003), however, 

Table 8.3 Gross national income (GNI) at current prices per capita (PPS) 
Germany = 100 (average over decades)

Country 1960-1969 1970-1979 1980-1989 1990-1999 2000-2009 2010-2018
Bulgaria* … … … 22 30 37
Romania … … … 21 29 44
Croatia* … … … 36 46 46
Latvia … … … 28 40 50
Poland** … … … 32 42 52
Hungary**** … … … 38 47 52
Lithuania*** … … … 28 42 56
Estonia**** … … … 28 45 57
Greece 56 77 69 68 77 57
Slovakia**** … … … 38 49 60
Portugal 38 46 46 61 67 60

Czech Rep. … … … 57 63 64
Slovenia … … … 58 70 65
Cyprus … … … 68 75 67
Malta** … … … 59 65 68
Spain 56 64 59 69 82 72
Italy 73 79 83 92 93 78
UK 90 79 73 84 97 85
France 76 83 82 89 95 86
Finland 67 73 79 82 98 90
Belgium 81 87 86 96 102 95
Germany# 100 100 100 100 100 100
Ireland 57 58 55 73 101 101
Austria 79 87 88 99 105 101
Sweden 104 100 94 95 107 101
Denmark 92 89 85 93 104 103
Netherlands 95 96 87 99 115 104
Luxembourg 99 102 115 154 166 143

Source Own calculations based on data from the AMECO database: http://ec.europa.eu/economy_
finance/ameco/user/serie/SelectSerie.cfm
Data sorted by last decade, Germany = 100; # Before 1991: Western Germany
Grey: Enlargements from EU15 to EU28
*1990–1999: Average of 1995–1999, **1990–1999: Average of 1991–1999, ***1990–1999
Average of 1993 and 1995–1999, ****1990–1999: Average of 1993–1999

http://ec.europa.eu/economy_finance/ameco/user/serie/SelectSerie.cfm
http://ec.europa.eu/economy_finance/ameco/user/serie/SelectSerie.cfm
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I intend to stick to a three-tier system between EU core and EU periph-
ery and try to explain some of the special cases. The data, indeed, sug-
gest a three-tier system in the EU. I use the upper three quintiles of GNI 
per capita (100 = Germany) to approximate core = 81–100, semiperiph-
ery = 61–80, and periphery = 41–60 (For data basis in Tables 8.4, 8.5, 
and 8.6; see Table 8.3).

For the 1960s, this three-tier system seems very pronounced among 
EU15 (Table 8.3, Fig. 8.2: squares). The core countries group in the 
top of the top quintile: Sweden (ahead)–Germany–Luxembourg–the 
Netherlands–Denmark–UK. Finland, Italy, France, Austria, Belgium 
seem to form a semiperipheral group (Belgium already looming into 
the core area). Portugal (far behind), Greece, Spain, and Ireland pool in 
the third quintile (cf. the historical data with Tables 3.1, 3.2, and 3.3 in 
Chapter 3).

Table 8.4 EU28 core–semiperiphery–periphery in the 1990s (GNI per capita)

Core Austria, Belgium, Denmark, Finland, France, Germany, Italy, 
Luxembourg, Netherlands, Sweden, UK

Semiperiphery Czech Republic, Cyprus, Greece, Ireland, Malta, Portugal, Slovenia, 
Spain

Periphery Bulgaria, Croatia, Estonia, Latvia, Lithuania, Hungary, Poland, 
Romania, Slovakia

Table 8.5 EU28 core–semiperiphery–periphery in the 2000s (GNI per capita)

Core Austria, Belgium, Denmark, Finland, France, Germany, Ireland, Italy, 
Luxembourg, Netherlands, Sweden, UK

Semiperiphery Czech Republic, Cyprus, Greece, Malta, Portugal, Slovenia, Spain
Periphery Bulgaria, Croatia, Estonia, Latvia, Lithuania, Hungary, Poland, 

Romania, Slovakia

Table 8.6 EU28 core–semiperiphery–periphery in the 2010s (GNI per capita)

Core Austria, Belgium, Denmark, Finland, France, Germany, Ireland, 
Luxembourg, Netherlands, Sweden, UK

Semiperiphery Czech Republic, Cyprus, Italy, Malta, Slovenia, Spain
Periphery Bulgaria, Croatia, Estonia, Greece, Latvia, Lithuania, Hungary, Poland, 

Portugal, Romania, Slovakia
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In the 1970s, more countries join the top quintile (Table 8.3, 
Fig. 8.3: squares). The core group consists of a ‘hard core’ with 
Luxembourg, Sweden, Germany, possibly the Netherlands, plus behind: 
Denmark, Belgium, Austria, and barely: France. UK declined to the sem-
iperiphery (fitting Seers’ observation in Chapter 3). Italy, in this context, 
had not yet but almost reached core status, followed by Greece (sur-
prisingly) and Finland. Spain could be counted to the semiperiphery in 
a strict quintile system but seemed still closer to the periphery: Ireland, 
and still far behind: Portugal.

In the 1980s, Luxembourg went through the roof and starts distort-
ing the charts. It is not displayed in Fig. 8.4 (but cf. Table 8.3). ECB 
(2015: 32) is arguing its decision to exclude Luxembourg ‘because GDP 
per capita computations are distorted by the high number of cross-bor-
der workers’. But one could add that Luxembourg controls a dispropor-
tionately high share of global/European CC and certainly has a most 
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Fig. 8.2 GNI per capita (squares) and manufacturing industry (diamonds), 1960–
1969 (Germany = 100) (Sources and data information for GNI per capita see 
Table 8.3, and for the share of manufacturing see Table 8.8. #: Western Germany, 
no data (diamonds) for Belgium, Ireland, Luxembourg, Spain, Sweden, UK)
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pronounced financial industry which also might contribute to that high 
number. I will return to that question later. With the exceptions of the 
special case Luxembourg, newly arrived core member Italy, and Austria, 
the core countries lost against the German position in the 1980s. In the 
semiperiphery, UK further lost ground, and Greece declined again. Only 
Finland gained momentum. Spain returned as a ‘true’ member to the 
peripheral group.

While the 1960s had been the last decade of the postwar boom, and 
the 1970s and 1980s saw the first two global recessions after World War 
II, the 1990s were the decade of transformation and transition in the 
countries of the former integration model COMECON and Yugoslavia. 
Germany’s political economy had to digest the integration of Eastern 
Germany which was also the first Eastern Enlargement of the EC/EU. 
The relative weakness of the German political economy sent Luxembourg 
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Fig. 8.3 GNI per capita (squares) and manufacturing industry (diamonds), 
1970–1979 (Germany = 100) (Sources and data information for GNI per cap-
ita see Table 8.3, and for the share of manufacturing see Table 8.8. #: Western 
Germany, no data (diamonds) for Ireland, Luxembourg and Spain)
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further through the ceiling of Fig. 8.5 (squares) and is therefore invisible 
(but cf. Table 8.3). Furthermore the hard core came close to Germany 
(The Netherlands, Austria, Belgium and Sweden). The core quintile 
(81–100, Germany = 100) was very heterogeneously stretched, Finland 
making it into the group and the UK returned. France and Italy gained 
ground to the Scandinavian and Central European hard core.

Strictly adhering to the quintile system, the periphery of EU15 made 
it to the semiperiphery but with Portugal only looming into the group 
and lagging behind. With the available data for the EU28 group, how-
ever, the picture changes considerably, mirroring the transformation 
depression. The Czech Republic and Slovenia are the only two from 
the former COMECON/YU group that ‘entered’ Western integra-
tion in the upper level of the 41–60 periphery group. They are, how-
ever, much closer to the laggard of the semiperiphery (Portugal) than 
the far behind rest of the group: The transformation depression seems to 
have produced a new periphery, below the periphery quintile of EU15.  
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ita see Table 8.3, and for the share of manufacturing see Table 8.8. #: Western 
Germany, no data (diamonds) for Ireland, Luxembourg: not displayed, because 
of extreme data (squares: 115, diamonds: 68))
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I interpret the better position of the Czech Republic and Slovenia 
by their histories as industrial centers of other integrations mod-
els, Habsburg, COMECON, Yugoslavia (cf. Seers in Chapter 3.7, 
Weissenbacher 2005, 2007). Malta and Cyprus—Mediterranean islands, 
former British protectorates, parts of the British Commonwealth, and 
special places for the EU financial markets, are grouped between Portugal 
and Slovenia, and with Greece, respectively (cf. Fig. 8.5).

Figure 8.6 (squares) displays a distinct three-tier system for EU28 in 
the 2000s years, with two countries (Bulgaria and Romania) lagging far 
behind. Again, Luxembourg is not visible (extreme data) and also the 
Netherlands seem to follow suit. The hard core had overtaken Germany, 
followed by Ireland, the case of which we need to explain later. Finland 
and UK come close to Germany followed by France and Italy. There is a 
large gap between Italy and Spain, which could, with a strict adherence 
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to the quintile system, be counted to the core but seems to lead the 
semiperipheral group, followed by Greece down to the Czech Republic. 
There is also a large gap between the Czech Republic and Slovakia, which 
leads the peripheral group. If Spain is counted toward the semiperiph-
eral group, only special case Ireland marks a change to the decade before 
(Figs. 8.5, 8.6 and 8.7).

In the current decade, the consistent hard core countries (except 
Belgium) plus Ireland still score higher than Germany (cf. Tables 8.3 and 
8.7). Belgium has lost ground, and so did Finland, France, and the UK. 
Italy even dropped to the semiperiphery, which it leads followed by Spain 
down to the Czech Republic. Portugal lost and Slovakia gained, both 
appear as a crossover (perimeter?) between semiperiphery and periphery, 
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which is led by Greece and Estonia (which have declined from their pre-
vious positions) down to Romania and far behind: Bulgaria. Tables 8.3 
and 8.7 offer a synopsis. Most of the countries are ‘organic members’ as 
Arrighi and Drangel (1986) put it, of their group during the observa-
tion period, and therefore their overall classification fits their historical 
record. According to the AMECO data, Greece started as a periph-
ery and wound up as a peripheral country, again. The GNI per capita 
increase that suggested a rise to semiperiphery (of EU15/EU28) seem 
somewhat a surprise, especially if we look at the share of manufacturing 
in total gross value added over the entire observation period (Table 8.8). 
I ranked Greece therefore as periphery. Slovakia has risen to the thresh-
old between periphery and semiperiphery but if it really advances to the 
semiperiphery, remains to be seen. The historical data suggest an overall 
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peripheral classification. Similarly I ranked Portugal, which reached the 
threshold by a recent decline, as a peripheral country. Spain had loomed 
into the core before it declined. A treatment as semiperiphery seems jus-
tified. Italy remains the commuter between core and semiperiphery, the 
perimeter of the core. Recent tendencies in the Italian political economy 
suggest a characterization as semiperiphery for the time being. UK seems 
to have had recovered from semiperipheral status but recent develop-
ments also suggest a decline. I will keep UK in the core group although 
there is reason to believe that this might change in a not too distant 
future. We will return to the Irish case in the following chapter.

Table 8.7 Core–semiperiphery–periphery typology for EU28

Country 1960-1969 1970-1979 1980-1989 1990-1999 2000-2009 2010-2018 Total
Bulgaria x x x P P P P
Romania x x x P P P P
Croatia x x x P P P P
Latvia x x x P P P P
Poland x x x P P P P
Hungary x x x P P P P
Lithuania x x x P P P P
Estonia x x x P P P P
Greece P SP SP SP SP P P
Slovakia x x x P P P P
Portugal P P P SP SP P P
Czech Rep. x x x SP SP SP SP
Slovenia x x x SP SP SP SP
Cyprus x x x SP SP SP SP
Malta x x x SP SP SP SP
Spain P P P SP SP SP SP
Italy SP SP C C C SP SP
UK C SP SP C C C C
France SP C C C C C C
Finland SP SP SP C C C C
Belgium SP C C C C C C
Germany C C C C C C C
Ireland P P P SP C C C
Austria SP C C C C C C
Sweden C C C C C C C
Denmark C C C C C C C
Netherlands C C C C C C C
Luxembourg C C C C C C C

Countries sorted by last decade, Germany = 100 (cf. Table 8.3); before 1991: Western Germany; Grey: 
enlargements countries post EU15; Bold letters: Czech Republic, Slovenia, and Malta could be counted 
to the periphery in 1990–1999 as could Belgium to the core in 1960–1969, but this would not change 
the overall assessment. For all the other bold letters see explanations above
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8.2  a ladder without uPPer rungs: commodity 
chains and the confusion of industrial develoPment 

with develoPment

Following Arrighi and Drangel (1986), as we have seen in Chapter 3.3, 
industrial production lost its core characteristics in the 1960s. This is 
pretty much in line with the ever more pronounced ‘new international 
division of labor’ that brought an outsourcing and reorganization of 

Table 8.8 Share of manufacturing industry (UVGM) in all branches 
(UVG0)—Gross value added at current prices, ECU/Euro (Germany = 100)

Country 1960-1969 1970-1979 1980-1989 1990-1999 2000-2009 2010-2016
Cyprus5 … … … 44 34 22
Luxembourg3 … … 68 57 40 24
Greece 40 51 52 50 45 41
UK … 66 62 70 52 44
Malta5 … … … 88 71 49
France 68 65 63 68 61 50
Netherlands1 70 66 59 70 62 52
Latvia6 … … … 84 59 56
Portugal 68 68 75 79 67 59
Spain … … 75 76 71 60
Denmark2 56 55 60 70 66 61
Belgium8 … 82 75 85 78 63
Croatia5 … … … 82 72 64
Italy8 70 79 80 86 79 69
Estonia4 … … … 84 74 70
Sweden … 78 77 88 92 76
Finland 65 77 83 100 111 77
Austria 78 78 75 85 89 83
Poland6 … … … 91 81 83
Lithuania5 … … … 80 84 86
Slovakia4 … … … 98 102 95
Slovenia7 … … … 118 105 98
Germany* 100 100 100 100 100 100
Hungary7 … … … 94 97 101
Romania9 … … … 110 103 104
Czech Rep. … … … 105 112 112
Ireland … … … 96 108 116

Source Own calculations based on data from the AMECO database: http://ec.europa.eu/economy_
finance/ameco/user/serie/SelectSerie.cfm
*Before 1991: Western Germany; data sorted by last decade; grey: enlargements countries post EU15.
Strictly adhering to a three-tier system (upper three quintiles of Germany = 100), the middle frame 
distinguishes a typology of industrialization: countries with a high level of industrialization (higher than 
80), medium level (61–80), and low level (60 and lower)
Data limitations: 1: 1960s = 1969, 2: 1966–1969, 3: 1985–1989, 4: 1993–1999, 5: 1995–1999, 6: 
1992–1999, 7: 1991–1999, 8: 2010–2015, 9: 1995–1999, 2010–2014; No data for Bulgaria
Gross value added equals output valued at basic prices less intermediate consumption at purchasers’ 
prices. Gross value added includes consumption of fixed capital. Manufacturing industry: Nace Rev. 1 D

http://ec.europa.eu/economy_finance/ameco/user/serie/SelectSerie.cfm
http://ec.europa.eu/economy_finance/ameco/user/serie/SelectSerie.cfm
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production from the core to the (semi)periphery, especially with the 
crisis of the 1970s. Consequently, TNC strategy has changed the focus 
from organizing production (industrialization) in the territories/jurisdic-
tions of the countries of their home bases to controlling (production in) 
the CC. It is important to remember that it is not territories and their 
governments or jurisdictions that control CC but core TNC. If I use the 
spatial expression of control by core countries, it will be used as proxy for 
the symbiosis the core TNC developed with core territories/jurisdictions 
they use as home bases. Historical experience saw a rather persistent 
divide between core and periphery which is also reflected in the dataset 
for the EU. Furthermore, research by UNCTAD (2013: 122) suggests 
that 80% of world trade is organized by TNC in CC, and about 60% 
of global trade consists of intermediate goods and services. Beginning 
with the millennium, ‘global trade and FDI have both grown exponen-
tially, significantly outpacing global GDP growth, reflecting the rapid 
expansion of international production in TNC-coordinated networks’ 
(ibid.). As far as the core–periphery distribution of such activity in com-
modity chains is concerned, the predominant share of investments still 
stems from what UNCTAD considers ‘developed world’. Judged by the 
global invested stock (FDI outward stock in Million US dollar), 79.15% 
of total 23,592,739 million US dollar originated in the developed world 
(41.69% EU, 22% USA) in 2012. In order to get an idea of the EU sit-
uation: out of the total EU FDI outward stock of 9,836,857 million US 
dollar, 0.44% originated in Greece, 0.72% in Portugal, 6.38% in Spain, 
and 15.73% in Germany in 2012. Also high shares in global FDI inward 
stock suggest that much of commodity chain activity still is a core coun-
tries’ agenda: 62.34% (UNCTAD 2013: 217).

These data seem to confirm the thesis by Arrighi’s research groups 
that it is the control of commodity chains and not the geographical place 
of the production that matters. The TNC-core region symbiosis makes 
sure that ‘brain activities’ are being concentrated in core states, while 
the ‘muscle-and-nerve activities’ are predominantly reserved for (semi)
peripheral states (cf. Chapter 3.3). Upgrading a state’s position appears 
difficult, Arrighi talked of a ‘developmentalist illusion’. Arrighi et al. 
(2003) related changes in (semi)peripheral industrial production and 
income levels to a core OECD ‘convergence club’ and found that there 
was convergence in industrial production while the ‘North-South divide’ 
persisted.
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In my inquiry, I use the undisputed European core country Germany 
as reference for changes in industrial production and income levels per 
capita. With the latter, we have already seen that there were some fluc-
tuations. During the observation period, however, the three-tier system 
showed remarkable persistence against the pretense of the overall core 
integration model of EU28, which is convergence and cohesion. The 
matter of industrialization directly concerns the political economy of 
the EU and immediate economic policy. Can reindustrialization or more 
industrialization (more industrial production) in the EU (semi)periphery 
bring development or convergence? The findings of the Arrighi research 
groups suggest that even if one called climbing the ladder in this hierar-
chy development such ‘development’ was unlikely.

In order to numerically estimate the EU situation in terms of indus-
trialization, I used the share of manufacturing industry in all branches 
(gross value added) at current prices (expressed in ECU/Euro) as proxy 
for industrial development or level of industrialization, and related each 
country to Germany (=100, cf. Table 8.8). I averaged the yearly data 
(where available from the AMECO database) over decades. The interpre-
tation of the findings necessarily varies from Arrighi et al. (2003). They 
used the OECD convergence club and marked the deindustrialization 
of these core countries as an important reduction in the industrializa-
tion gap: the core deindustrialized and the (semi)periphery industrial-
ized. I do not treat groups of countries but rather single countries, and 
the reference country is Germany, the industrial export champion. But 
the deindustrialization process of core countries can still be reproduced 
with these data. If we take the core countries of Table 8.7 plus Italy (and 
without Ireland, which will be explained later) than we will get the fol-
lowing picture (in Table 8.8): Luxembourg deindustrializes from the 
1980s (no earlier data) to the 2010s. Belgium, Denmark, France, Italy, 
the Netherlands, and UK deindustrialize vis-à-vis Germany from the 
1960s to the 2010s (UK data: from 1970s), with one important excep-
tion: the 1990s. I interpret the 1990s as the decade which statistically 
reflects the integration of the former GDR into the Federal Republic 
(first eastern enlargement of the EC/EU), a process which temporarily 
weakened the German economy. For Austria, Finland, and Sweden, this 
comparative recovery of industrial production vis-à-vis Germany lasted 
into the 2000s.

In the Southern EU (semi)periphery, Greece and Portugal did par-
ticipate in the industrialization process of the overall (semi)periphery, 
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according to these data, until the 1980s, but the accession to the EC/
EU as ‘unequal partners’ stopped the process, unsurprisingly so if one 
follows the analysis of authors from the European dependency school. 
Data for Spain start in the accession decade, and if one takes the 
1990s as the German decade of ‘weakness’, then we can see immediate 
deindustrialization.

The data for the EU28 start with the 1990s. If one compares 
Tables 8.3 and 8.8, the difference is striking. While in Table 8.3, which 
represents a proxy for hierarchies of wealth, the grey rows (enlarge-
ment countries after EU15) are grouped at the ‘peripheral’ side, the 
tendency in Table 8.8, with a proxy for industrialization, shows a differ-
ent story. These countries are grouped with the core country, Germany. 
Furthermore, if we assume, for the sake of the argument, a strict three-
tier system following these industrialization data (a three-tier system 
of the three upper quintiles of Germany = 100, sorted from bottom 
to top, cf. Table 8.8), then the current decade would find this typol-
ogy: countries with high levels of industrialization (higher than 80) 
are Austria, Poland, Lithuania, Slovakia, Slovenia, Germany, Hungary, 
Romania, Czech Republic, Ireland; countries with medium levels of 
industrialization (61–80): Denmark, Belgium, Croatia, Italy, Estonia, 
Sweden, Finland; countries with low levels of industrialization: (60 
and lower): Cyprus, Luxembourg, Greece, UK, Malta, France, the 
Netherlands, Latvia, Portugal, Spain.

The strong industrialization data of the former COMECON coun-
tries and Slovenia arguably could look back at a legacy of industrial 
production in a different integration model and ‘started’ in Western sta-
tistics with high levels of industrialization. Slovenia, the Czech Republic, 
and even Romania enter the AMECO data in the 1990s with shares of 
manufacturing production in overall gross value added that lie above 
the German level (cf. Fig. 8.5: diamonds). But these countries entered 
Western European integration after a political-economic shock, the 
waves of which are felt until today. Before the transformation depression, 
Arrighi and Drangel (1986: 70) list Hungary, Romania, the USSR, and 
Yugoslavia among the global semiperiphery in the 1960s, and between 
1975 and 83, respectively, alongside with Greece. As far as the European 
political-economic relations are concerned, Dudley Seers had sketched, 
as we have seen in Chapter 3.7, a core–periphery system for the Eastern 
integration model in Europe. Similar to Britain, Finland, and Italy, he 
perceived Czechoslovakia, Hungary, and Poland in an intermediate 



8 PERSISTENT CORE–PERIPHERY DIVIDE IN THE EU  247

position even if (as he observed) social conditions and income showed 
more similarities with the periphery of Western Europe. Also, Seers 
considered Bulgaria and Romania more peripheral in their economic 
structure, income level, and social conditions already in the Eastern 
integration model. Basically, further research would have to focus on 
the different core–periphery systems and their effects on countries, and 
their consequences for transition and transformation. This would have 
to include revisiting the investigation on the nature of the state socialist 
countries as indicated in Chapter 2.5. For our purpose, the analysis of the 
integration model EU, one could assume that without the transformation 
depression the wealth gap between the Southern European (semi)pe-
riphery and the new (semi)periphery might not have been so severe (cf. 
Fig. 8.5). The existing industrial structure seems to have partly survived 
and was integrated into the Western (European) commodity chains.

Unsurprisingly, the countries Stöllinger (2016) calls the ‘Central 
European (CE) manufacturing core’ (Germany, Austria and the Viségrad 
countries Czech Republic, Hungary, Poland, and Slovakia) are among the 
‘countries with a high level of industrialization’ in our typology. It also 
indicates the Austrian dependence on Germany. Austria’s FDI stocks 
balance had only turned positive recently, due to its engagement in the 
production networks with the regional EU enlargement countries which 
joined in 2004 (Table 8.11, cf. Becker et al. 2015). Stöllinger (2016: 
803) starts, however, with general assumptions that the Arrighi research 
groups (discussed above) had rejected for core countries (and accepted 
for semiperipheral and peripheral countries only): ‘[We] will consider a 
decline in the value added share of the manufacturing sector as an adverse 
structural shift for an economy’. Stöllinger (2016: 804) is here drawing, 
however, on literature which was written in a time when industrial pro-
duction was still considered a ‘core activity’ by the Arrighi research group:

Closely related to our work is Chenery (1960) who links manufacturing 
value added per capita, i.e. manufacturing intensity in several manufac-
turing industries to domestic supply and demand conditions which are 
proxied by income per capita. He finds a positive relationship between 
manufacturing intensity and income per capita for all industries. (Stöllinger 
2016: 804)

For Arrighi’s research groups, industrial production had ceased to be 
the characteristic core activity (in core territories) in the 1960s, and 
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upward shifts by industrialization processes were seen as being possible, 
afterwards, above all within the group of peripheral and semiperipheral 
countries. Stöllinger (2016: 806f.) presents literature that considers con-
sequences of CC participation as possible in either direction, catching-up 
or increasing uneven development. ‘Offshoring’ of production from 
the core is on Stöllinger’s (2016: 805) radar, but he does not focus on 
explaining why it is possible for countries to maintain their core status 
despite the fact that the

flip side of this agglomeration of manufacturing activities in the CE man-
ufacturing core is a significant decline in the share of EU manufacturing 
value added exports in other EU Member States, in particular in high- 
income countries including the Nordic and the Benelux countries and 
above all France and the United Kingdom. (Stöllinger 2016: 814)

The evidence presented in this book suggests that the observations of 
the Arrighi research groups for the capitalist world system are also true 
for the EU, namely that it is the ability to control TNC commodity 
chains that enables a core status to prevail, or, in other words, that ‘core 
activity’ goes well beyond organizing manufactured production on coun-
tries’ own territories. For all (semi)peripheral countries except Greece, 
the convergence in industrial production is much more pronounced than 
the income situation (for Portugal, the situation seems more balanced). 
The situation of the semiperipheral countries Cyprus, Malta, Italy, and 
Spain will be explained below. For all core countries except the special 
case of Ireland, the situation is the other way round, as convergence in 
industrial production is well below the income situation. Ireland is an 
example of the phenomenon of extreme financialization, part of which 
was a domestic loan expansion due to cheap credit, made possible by 
Ireland’s entry to the Eurozone. Mortgage debt more than trebled from 
2002 (47.2 billion euro) to the onset of the crisis of 2008 (139.8 bil-
lion euro) (Wickham 2012: 66ff.). As far as manufacturing production 
is concerned, the dependence of the Irish economy on TNC is seen as 
a weakness, part of which ‘is the practice of transfer pricing whereby the 
foreign-owned companies tend to inflate the value of their output in the 
Irish economy in order to avail of the state’s low tax on manufacturing 
profits’ (Kirby 2010: 22). Irish data for manufacturing in the AMECO 
database start with the 1990s, with an already high percentage that 
would overtake the German level in the following decade. The 2010s 
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seem to surpass the industrial success story of Finland, but not as pro-
nounced regarding the income situation. Italy’s progress in manufactur-
ing industry (according to these data) does not show such massive jumps 
and also loses out in the 2000s. Italy has never reached the per capita 
income levels of Finland and Ireland (compared to Germany = 100) 
and loses massively in the 2010s. For our purpose, the success stories 
and the upward shift to the core are particularly interesting. Following 
the model of Arrighi’s research groups, industrialization ceased to be a 
characteristic of core countries in the second half of the 1960s. If this 
is true also for the EU (the overall core integration model), we would 
therefore expect that additional efforts in industrialization would—in 
optimal cases—lead to upward movement among peripheral and semi-
peripheral countries, but not to the shift of a semiperipheral country 
to the core. If we take the core countries of the 1970s, namely Austria, 
Belgium, Denmark, France, Germany, Luxembourg, The Netherlands 
and Sweden, and compare them to the core countries of the 2010s, then 
there are three countries that have entered the core zone: Finland from 
the semiperiphery, UK reentering from the semiperiphery, and, surpris-
ingly, Ireland marching through from the periphery. Additionally, we will 
keep Italy on the radar, because it seems to have reached the perime-
ter of the core, and then the core, by ‘traditional’ core means, namely 
industrialization.

The striking issue (but not a surprise following Arrighi’s working 
groups) is that, with a few exceptions, the ‘convergence’ to the German 
level (Germany = 100) on part of the (semi)peripheral countries is 
higher, in many cases very much higher, in terms of industrial produc-
tion (Table 8.8), than the ‘convergence’ in the income level (Table 8.3). 
The exceptions are Greece and Cyprus, Malta in the 2000s, and Spain, 
beginning with the 2000s. I interpret the Spanish situation with the 
‘pseudo boom’ that poured foreign capital into the economy’s non-trad-
able sector (cf. Becker and Weissenbacher 2014). All in all, there is a 
trend that supports the Arrighian notions: (a) industrial production 
ceased to be a core characteristic; (b) the core countries keep the core 
status by controlling the global (European) commodity chains; (c) core 
TNC are able to control and exploit manufacturing production in the 
periphery and semiperiphery. We will discuss these aspects in a moment.
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8.3  state governments and tnc
In order to further establish this argument, I suggest using additional 
indicators. I use—taking from the OECD database on outward activities 
of TNC (OECD, cf. Table 8.9)—(a) the figures of TNC in the manu-
facturing sector (of all available country data) in the EU28 area, and (b) 
the turnover of these TNC in the EU28 area in 2014. I use these data 
(cf. Table 8.9, Figs. 8.8 and 8.9) as a proxy for the extent of control of 
European commodity chains. I took into account the size of countries 
and therefore calculated a TNC per capita amount and a TNC turnover 
per capita amount (Euro millions at current prices). In order to make 
these data comparable with the data of GNI per capita and share of man-
ufacturing industry, I, again, related them to Germany (=100), therefore 
they do not represent absolute numbers.

These data seem to confirm the Arrighian thesis of control of 
European commodity chains versus productive activity in the manufac-
turing sector (Figs. 8.8 and 8.9). For most core countries, the number 
of TNC with outward activities in the EU28, as well as their turnover 
(both per capita), are above or at least around the level of GNI income 
per capita (compared to Germany = 100), while the share of manufac-
turing production lies below the comparative income level. Some coun-
tries are extreme (top: Luxembourg with 1012 TNC per capita and a 
TNC turnover per capita of 1966, both compared to Germany = 100). 
Only Ireland, Italy (which has lost its core position), and the UK (which 
might again lose its core position again) are exceptions to this overall 
core trend. The opposite is true for (semi-)peripheral EU countries. The 
GNI income per capita is below the share of manufacturing production 
(with the exceptions mentioned above), but above the number of TNC 
per capita, as well as their turnover per capita levels. These data paint 
an intense picture of the core–(semi)periphery situation in the EU. The 
status of the core means the control of TNC and European commodity 
chains. This is very clear in the cases of the hard core (Austria, Belgium, 
Denmark, Germany, Sweden) and also Finland. It seems to explain the 
persistent role of France despite its weaker GNI per capita positions. But 
what about Ireland? And the seemingly weakened Italy and UK? Also, 
the Netherlands are not included (no data). And we need to explain 
more the—at first glance—somewhat surprising positions of Cyprus and 
Malta (which may be historically explained by their British legacy).
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Let us have a look at TNC home countries as yet another proxy for 
the amount of power in the global political economy. Among the 100 
largest global nonfinancial TNC in 2016 (as presented by UNCTAD 
2017b), exactly one half was considered to have an EU country as its 
home base. (To be sure, there are also other European TNC among the 
top 100, i.e. from Switzerland.) 15 TNC are considered to have the UK 

Table 8.9 Outward activities in manufacturing of TNC in the EU28 area by 
available country in 2014, number of companies and turnover in Euro millions at 
current prices (Germany = 100)

Country
TNC per 
capita

TNC Turnover per 
capita 2010-2018 GNI/capita

2010-2016 share of 
manufacturing industry

Latvia 26 … 50 56
Estonia 138 … 57 70
Slovakia2 40 3 60 95
Greece 17 5 57 41
Czech 
Republic3,4 23 5 64 112
Poland4 12 8 52 83
Slovenia 108 9 65 98
Spain 24 11 72 60
Portugal1 30 13 60 59
Hungary4 6 19 52 101
Italy 142 39 78 69
United 
Kingdom4 76 64 85 44
Ireland 101 88 101 116
Germany 100 100 100 100
Belgium 186 105 95 63
France 185 125 86 50
Austria 261 157 101 83
Finland 436 195 90 77
Denmark4 381 198 103 61
Sweden4 733 225 101 76
Luxembourg 1012 1966 143 24

Sorted by TNC turnover per capita
1 Average of 2013 and 2014 in the columns TNC per capita and TNC Turnover (very divergent data)
2 TNC per capita: average of 2013 and 2014 (very divergent data)
3 Turnover: average of 2013 and 2014 (very divergent data)
4 Average exchange rate to the Euro 2014: Zloty: 4.1843, Swedish Krona: 9.0985, Pound Sterling: 
0.80612, Forint: 308.71, DK Krone: 7.4548, Czech Koruna: 27.536
Years for population data: 2015: Latvia; 2014: France, Ireland, Slovenia, Spain, UK; 2013: Austria, 
Estonia, Finland, Germany, Hungary, Italy, Portugal, Slovakia, Sweden; 2012: Luxembourg
Source OECD database, http://stats.oecd.org, outward activity of multinationals by country of loca-
tion—ISIC Rev. 4, and population. Population data for Latvia are from the Latvian Statistical Office, 
http://www.csb.lv for September 2015. The Exchange rates are from ECB Statistical Data Warehouse, 
http://sdw.ecb.europe.eu

http://stats.oecd.org
http://www.csb.lv
http://sdw.ecb.europe.eu
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as their ‘home economy’, 11 from France and also 11 from Germany, 
three from Spain, two each from Ireland and Italy, and one each from 
Belgium, Denmark, Finland, Luxembourg, the Netherlands, and Sweden 
(Table 8.10). From this perspective, it seems clear why the UK can pre-
serve its position as a core country. The level of France’s TNC control 
in the top 100 seems also in line with its persistent role as core country, 
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Fig. 8.8 Selected core countries plus Italy: outward activities of TNC (man-
ufacturing) in the EU28 Area 2014 (sorted by squares). Circles: Number 
of TNC per capita (Germany = 100); Triangles: TNC turnover per capita 
(Euro millions at current prices, Germany = 100); Squares: GNI per capita 
(Germany = 100, cf. Fig. 8.7); Diamonds: Share of manufacturing industry in 
all branches (Germany = 100, cf. Fig. 8.7); Not displayed, because of extreme 
data: Luxembourg (circle: 1012, triangle: 1966), Sweden: (circle: 733, triangle: 
225); (4 Average exchange rate to the Euro 2014: Pound Sterling: 0.80612, 
Swedish Krona: 9.0985, DK Krone: 7.4548 Years for population data: 2014: 
France, Ireland, UK; 2013: Austria, Finland, Germany, Italia, Sweden; 2012: 
Luxembourg [Source OECD database, http://stats.oecd.org, outward activ-
ity of multinationals by country of location—ISIC Rev. 4, and population. The 
Exchange rates are from ECB Statistical Data Warehouse, http://sdw.ecb.
europe.eu])

http://stats.oecd.org
http://sdw.ecb.europe.eu
http://sdw.ecb.europe.eu
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despite weakening GNI per capita levels. Semiperipheral Italy (in GNI 
per capita terms) controls 3% of foreign assets in this top 100 list, and 
also semiperipheral Spain. With the exception of Austria, all the smaller 
countries of the hard core control one TNC in the top 100 list. Ireland 
is listed as homebase for two TNCs, but with a low share of foreign sales 
and employment.

Another proxy I suggest for regional/country ‘control’ of TNC is 
Foreign Direct Investments (FDI). There is an entire data set available 
for FDI outward stock in Millions of (current) US dollar (UNCTAD 
2016, 2017a). These data indicate the extent TNC control investments 
abroad, but not specifically in the EU28 area and not for the manufac-
turing sector in particular (as with the OECD data above). Table 8.11 
shows the differences in political-economic power in numbers. I calcu-
lated averages over decades for the FDI net (outward and inward) stock 
and averages of country populations over the respective decades (pop-
ulation data from Eurostat or national sources) to receive FDI stocks 
per capita for each decade. In order to make the data comparable to the 
data we used so far, I again calculated a relation to Germany (=100). 
Table 8.11 presents absolute figures and the relation to Germany 
(=100), respectively. The core–(semi)periphery divide is again apparent. 

Table 8.10 Share of EU TNC among 100 largest global nonfinancial TNC

Source UNCTAD (2017b): Table 24, own calculations

Number of TNC 
in top 100

Foreign assets % Foreign sales % Employees 
abroad %

Belgium 1 3 1 2
Denmark 1 0 1 1
Finland 1 1 1 1
France 11 10 9 9
Germany 11 11 15 13
Ireland 2 2 0 0
Italy 2 3 2 0
Luxembourg 1 1 1 1
The Netherlands 1 1 0 1
Spain 3 3 2 2
Sweden 1 0 1 1
United 
Kingdom

15 17 15 12

United States 22 21 24 27
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The demarcation line of net FDI stocks runs between Spain and Italy, 
which might indicate the better position of Italy in the hierarchy. Very 
generally, the (semi)peripheral countries do have negative values in net 
FDI stocks, which means they import more FDI than they export. The 
situation is reversed in the core countries.
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The most striking exceptions in the sphere of semiperipheral coun-
tries are Cyprus and Malta. The explosion of their inward and outward 
FDI stock in the decade of EU accession seems to indicate that these two 
countries are being used as bridgeheads into the EU, but also as nodes 
of tax avoidance. Cyprus was by far the top ‘investor economy’ in ‘tran-
sition countries’ (Russian Federation etc.) in 2009 and 2014 but also the 
largest recipient of FDI stocks from the Russian Federation (UNCTAD 

Table 8.11 Net FDI stock, average over decades in millions of current US 
Dollar and per capita (Germany = 100)

1990-1999 2000-2009 2010-2016
FDI_PC

1990-1999 
Germany = 

100

FDI_PC
2000-2009
Germany = 

100

FDI_PC
2010-2016
Germany = 

100

GNI_PC
2010-2018

Germany = 100

Bulgaria -595.24 -19056.63 -43345.96 -3 -116 -94 37
Romania -1423.14 -31590.49 -72085.86 -3 -69 -57 44
Croatia -262.50 -14337.67 -23913.29 -3 -156 -89 46
Latvia -458.11 -5597.61 -12578.15 -8 -116 -98 50
Hungary -10154.44 -52034.75 -60952.14 -43 -242 -97 52
Poland -8534.47 -90845.12 -170623.57 -10 -112 -71 52
Lithuania -637.04 -7246.16 -12473.87 -8 -102 -66 56
Estonia -666.34 -6952.50 -12806.53 -20 -240 -153 57
Greece -7423.81 -10170.25 9612.03 -31 -44 14 57
Portugal -14320.44 -32534.04 -57807.89 -63 -147 -87 60
Slovakia -1459.03 -28161.84 -46512.01 -12 -247 -136 60
Czech Rep. -6755.58 -62795.21 -107341.74 -29 -288 -161 64
Slovenia -1463.79 -3108.21 -5075.04 -32 -73 -39 65
Cyprus 20.62 -6708.76 -5359.88 1 -430 -100 67
Malta -719.35 -22528.09 -92523.92 -85 -2649 -3444 68
Spain -56565.26 -51117.99 -31076.89 -63 -56 -11 72
Italy 35121.94 43683.87 148084.58 27 36 39 78
UK 101842.27 575667.92 310964.46 78 450 77 85
France 96530.24 280272.64 567068.56 74 217 142 86
Finland 8184.80 29257.22 40365.78 71 263 117 90
Belgium ND -16182.21 -10206.43 ND -73 -14 95
Germany 183788.03 174897.44 513821.46 100 100 100 100
Austria -5708.61 -3849.20 40069.82 -32 -22 74 101
Ireland -30192.18 -68977.77 66824.28 -370 -789 228 101
Sweden 37129.34 37989.00 57957.92 187 198 95 101
Denmark 2259.21 15081.68 78419.82 19 131 220 103
Netherlands 54800.11 152340.07 380215.60 158 442 357 104
Luxembourg ND -5384.47 -4847.05 ND -551 -141 143

Sources FDI data from: UNCTAD: World Investment Report, http://unctad.org/en/Pages/DIAE/
FDI%20Statistics/World-Investment-Report-(WIR)-Annex-Tables.aspx. Population data from: Eurostat: 
population main table, http://ec.europa.eu/eurostat/web/population-demography-migration-pro-
jections/population-data/main-tables; last decade: 2010–2017 France: population for mainland plus 
Corsica, average of 2010–2013; Grey: EU enlargements post EU15. Own calculations. Sorted by GNI 
per capita 2010–2018 (for GNI data, cf. Table 8.3)

http://unctad.org/en/Pages/DIAE/FDI%20Statistics/World-Investment-Report-(WIR)-Annex-Tables.aspx
http://unctad.org/en/Pages/DIAE/FDI%20Statistics/World-Investment-Report-(WIR)-Annex-Tables.aspx
http://ec.europa.eu/eurostat/web/population-demography-migration-projections/population-data/main-tables
http://ec.europa.eu/eurostat/web/population-demography-migration-projections/population-data/main-tables
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2016: 57, 60) before 2015. In one episode, Cyprus appears as the loca-
tion for money laundering in the court case against former Lega Nord 
boss Umberto Bossi (and his treasurer) who recycled 56 Million euro 
of public money for the use of the Bossi family (Fatto Quotidiano 
2017). Malta, again, made it into the news when the journalist Daphne 
Caruana Galizia, who investigated the involvement of top politicians 
into corruption and money laundering (Panama papers) was murdered 
in a car bombing in October 2017. Recent research at the University 
of Amsterdam (Garcia-Bernardo et al. 2017) inquired into transna-
tional ownership structures of TNC and into global ownership relations 
between company affiliates in order to construct country chains. Garcia-
Bernardo et al. (2017: 2) identified Malta and Cyprus as sink offshore 
centers (OFCs), which ‘are countries that attract and retain foreign cap-
ital – territories in this category are usually characterized as tax havens 
[…]. Most sink-OFCs have small domestic economies and large values of 
foreign assets, which are attracted through low or zero corporate taxes’. 
Among the 24 OFCs the authors identify, Malta and Cyprus belong to 
the 18 countries (¾ of total !!) that ‘were under British sovereignty in 
the past or are still UK dependencies’ (Majiti 2017).

However, there are also cases in core countries that merit our atten-
tion. There is, above all, Luxembourg boasting exorbitant FDI inward 
and outward stock data (Table 8.12), which indicates a special TNC net-
work country (with special tax regulations). Among the core countries, 
Luxembourg is followed by Ireland, also with striking data for inward 
and outward FDI stocks. There is reason to believe that it is this special 
privileged situation of Ireland that enabled the quick rise from periphery 
to core. Among the hard core countries, Belgium and the Netherlands 
show extreme data as well. Their data reflect the ability of TNC to trans-
fer prices to and evade taxes in the most preferred jurisdiction. ‘Ireland 
and the Netherlands led the rise in FDI outflows from Europe, corpo-
rate inversion deals were largely responsible for this performance, as large 
United States [TNC] became affiliates of newly created parent compa-
nies in these economies […]’ (UNCTAD 2016: 68). Possibly the reverse 
of net FDI stock from negative to positive (cf. Table 8.11) is related to 
such policies. In the study by Garcia-Bernardo et al. (2017), core coun-
try Luxembourg is being counted sink OFC alongside semiperipheral 
Cyprus and Malta. But also the other special cases in our data, Ireland 
and the Netherlands (plus UK which had been able to defend its core sta-
tus) seem to be reflected in the findings of Garcia-Bernardo et al. (2017). 
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They show that ‘the majority of investment from and to sink OFCs 
occurs through only five jurisdictions […]: The Netherlands, the United 
Kingdom, Switzerland, Ireland and Singapore’ (ibid.: 9). These five 

Table 8.12 Outward and inward FDI stock per capita (millions of current US 
Dollar, Germany = 100)

Outward
FDI stock 
per capita
1990-1999

Inward FDI 
stock per 

capita 
1990-1999

Outward
FDI stock 
per capita
2000-2009

Inward FDI 
stock per 

capita 
2000-2009

Outward 
FDI stock 
per capita
2010-2016

Inward FDI 
stock per 

capita 
2010-2016

2010-2018
GNI_PC

Romania 0 2 0 18 0 32 44
Bulgaria 0 2 1 30 2 56 37
Latvia 2 8 2 31 3 61 50
Poland 0 7 1 29 3 45 52
Slovakia 1 9 3 65 4 82 60
Lithuania 0 5 2 28 5 45 56
Croatia 2 6 6 46 7 60 46
Czech Rep. 1 20 5 78 9 105 64
Hungary 1 30 9 72 18 83 52
Greece 5 29 17 32 19 22 57
Slovenia 5 29 19 43 19 52 65
Estonia 1 15 19 84 26 126 57
Portugal 8 54 39 85 32 99 60
Italy 34 38 46 49 47 52 78
Spain 18 71 76 109 71 116 72
Germany 100 100 100 100 100 100 100
France 108 130 107 79 113 97 86
Finland 57 48 156 129 134 144 90
Austria 25 62 100 130 137 172 101
UK 102 119 208 147 147 186 85
Denmark 83 124 181 194 179 156 103
Sweden 137 104 247 259 236 315 101
Belgium ND ND 395 511 309 490 95
Netherlands 189 210 376 359 364 368 104
Ireland 85 385 263 526 694 956 101
Malta 3 62 603 1417 932 3389 68
Cyprus 3 4 470 695 1239 1991 67
Luxembourg ND ND 1442 1941 2012 3220 143

Sources FDI data from: UNCTAD: World Investment Report, http://unctad.org/en/Pages/DIAE/
FDI%20Statistics/World-Investment-Report-(WIR)-Annex-Tables.aspx. Population data from: Eurostat: 
population main table, http://ec.europa.eu/eurostat/web/population-demography-migration-pro-
jections/population-data/main-tables; last decade: 2010–2017; France: population for mainland plus 
Corsica, average of 2010–2013; Grey: EU enlargements post EU15. Own calculations. Due to round-
ing inward stock per capita may appear higher over a decade even if net stock is displayed positive in 
Table 8.11 (cf. Cyprus in the 1990s).
Sorted by Outward FDI Stock per capita 2010–2016

http://unctad.org/en/Pages/DIAE/FDI%20Statistics/World-Investment-Report-(WIR)-Annex-Tables.aspx
http://unctad.org/en/Pages/DIAE/FDI%20Statistics/World-Investment-Report-(WIR)-Annex-Tables.aspx
http://ec.europa.eu/eurostat/web/population-demography-migration-projections/population-data/main-tables
http://ec.europa.eu/eurostat/web/population-demography-migration-projections/population-data/main-tables
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countries are called conduit offshore financial centers which ‘facilitate the 
movement of capital between sink-OFCs and other countries’ (ibid.: 6):

Conduit-OFCs typically have low or zero taxes imposed on the transfer of 
capital to other countries, either via interest payments, royalties, dividends 
or profit repatriation. In addition, such jurisdictions have highly developed 
legal systems that are able to cater to the needs of multinational corpora-
tions. Conduits play a key role in the global corporate ownership network 
by allowing the transfer of capital without taxation. In this way, profit from 
one country can be re-invested in another part of the world paying no or 
little taxes. Countries such as the Netherlands and Ireland have been criti-
cized for these types of activities. (ibid.: 2)

Furthermore the authors ‘find a clear geographical specialization in the 
offshore financial network’, and a sectoral distinction:

[T]he Netherlands is the conduit between European companies and 
Luxembourg. The United Kingdom is the conduit between European 
countries and former members of the British Empire, such as Hong Kong, 
Jersey, Guernsey or Bermuda. Hong Kong and Luxembourg, being them-
selves sink-OFCs, also serve as the main countries in the route to typical 
tax havens (British Virgin Islands, Cayman Islands and Bermuda). The spe-
cialization is not only geographical, but also present at the sector level. For 
instance, the Netherlands is specialized in holding companies, the United 
Kingdom in head offices and fund management, Ireland is prominent in 
financial leasing and head offices, Luxembourg in support activities, Hong 
Kong and Switzerland are characterized under the “Other financial activities 
category”, which encompasses commodity dealing, financial intermediation 
and derivatives dealing. Companies choose to centralize their investment 
apparatus in specific jurisdictions according to the tax regulations of the 
jurisdiction, its bilateral tax treaties, and its sectoral advantages. (ibid.: 9)

Among the core countries, Ireland might surely be considered having 
shaky foundations, because it seems to depend on the integration into 
two core structures, the US and the EU core, for upholding its position 
in the global commodity chains. ‘Until 2008 Ireland was the poster boy 
of neoliberal politicians’, writes Wickham (2012: 59), but

[a] socio-economic crisis which was produced by Ireland’s almost patho-
logical commitment to the priorities of Anglo-American capitalism has 
ended up moving Ireland closer to the United States than to the European 
Union. (ibid.: 75)
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In UNCTAD’s (2016: 64) ‘developed world’, the Netherlands, Ireland, 
and Germany are among the top 5 FDI home countries and the top 10 
investor countries. An Arrighian ‘core activity’ must clearly be seen in the 
ability to participate substantially in the organization of TNC’ FDI net-
works. In some core countries, outward FDI income make a substantial 
contribution to GDP. The EU28 countries among the 25 countries’ out-
ward FDI incomes relative to GDP, UNCTAD (2016: 22) presents, are: 
Luxembourg 114.4%, Ireland 24.3%, the Netherlands 17.6%, Belgium 
4.9%, UK 3.3%, Austria 2.8%, Sweden 2.7%, Spain 1.5%, Germany 0.8%, 
France 0.6%. Italy is not listed among these countries but the small but 
continuing positive net FDI stocks position seems to add to the impres-
sion that Italy’s ability to maintain some TNC control counters the dev-
astating recent industrial development. FDI data in Tables 8.11 and 8.12 
further support the impression that control of TNC networks is what 
keeps UK and France among core countries. Similar things can be said 
about Finland. Belgium’s negative FDI stocks data may be explained 
by a history of dependent industrialization (with FDI from France and 
Germany). Similarly the Austrian case is dependent on the industrial 
links to Germany. Only recently the Austrian FDI stocks balance turned 
positive due to the engagement into the production networks with the 
regional enlargement countries of 2004 (cf. Becker et al. 2015).

Figures 8.10, 8.11 and 8.12 display the data of Tables 8.11 and 8.12 
graphically. The squares represent the GNI per capita, the diamonds 
value added in manufacturing as a share of overall value added, and the 
triangles net FDI stocks. I left out Ireland as single runaway number for 
net FDI in Fig. 8.10: 1990–1999 (and for Belgium and Luxembourg no 
data were provided). Although I left out runaway data for Malta, Ireland 
and Luxembourg in Fig. 8.11 (2000–2009), increasing numbers of FDI 
stocks compress squares (GNI) and diamonds (value-added data). In 
Fig. 8.12 (2010–2016) only Malta was omitted as outlier. The general 
picture for the periphery and semiperiphery shows the diamonds over 
the squares, indicating industrial convergence without income conver-
gence, and triangles below the zero line, indicating FDI inward stocks. 
The general situation for core countries is different. The diamonds tend 
to be below the squares, indicating that manufacturing within the own 
jurisdiction is not necessary for holding a core status (squares). The pic-
ture is completed by FDI stocks above the zero line and often above the 
squares. The outliers have been described. Those core countries showing 
extreme high net levels of FDI inward stocks also have outward stocks 
much higher than Germany’s.
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8.4  the core–PeriPhery system in the eu:  
a Persistent structure

Contrary to the narrative of convergence and cohesion in the EU, only 
few countries were able to move their positions in the international divi-
sion of labor. Italy had succeeded by means of spurring industrial devel-
opment in the postwar boom, entering the core following our GNI 
data in the 1980s. Finland’s postwar industrial development enabled 
the formation of a TNC that would temporarily become the world’s 
leading telecommunication company (Nokia). According to our GNI 
data, Finland entered the core in the 1990s and surpassed Italy in the 
2000s. Both countries declined afterwards but Italy has never recovered 
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from the restructuring toward a financialized economy (Weissenbacher 
2019). Our interpretation suggests that catching-up development paths 
like the Italian were closed in the second half of the 1960s. Successes 
in industrial development appeared as dependent industrialization in the 
sense that countries entered European or global commodity chains at 
a peripheral or semiperipheral position. This reduced options for inde-
pendent development and limited countries’ rooms to maneuver in 
improving their positions in the chains (which are controlled by core 
TNC). The reason why Ireland was able to enter the realm of the EU 
core was—as we have seen—due to its privileged position in the global 
financialized capitalism. Our GNI data suggest a characterization of 
Ireland as periphery in the 1980s, semiperiphery in the 1990s, and core  
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(above Germany) in the 2000s. Having said that, Ireland ran into trou-
bles no later than with the global crisis of 2008. And also the discus-
sion in the UK, whether or not the country shall leave the EU, may be 
related to the UK’s declining role in EU capitalism.

Before I approach the question whether we are currently in a transi-
tion process toward a new era (that may again change the characteristics 
of how core countries can defend their position), I would like to sum-
marize and qualify the status quo in core–periphery relations in the EU 
(with recent available data, not averages). Table 8.15 once more presents 
the data for net FDI stocks per capita (column 3) and outward activi-
ties of manufacturing TNC per capita in the EU28 area (compared to 
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Germany = 100). Typically, peripheral and semiperipheral countries dis-
play higher FDI imports than exports, either for their industrial produc-
tion or in the financialized sector, e.g. banks, financial institutions (cf. 
Becker et al., forthcoming). An extreme example for the latter appears 
to be Malta, whereas Italy’s positive FDI stock balance points toward its 
perimeter position. Only few core countries have a negative balance in 
FDI stocks, Ireland and Luxembourg with their particularly financial-
ized economies and Belgium. (We have seen that Austria’s FDI position 
changed with the enlargement of the EU by the CEE countries, which 
improved its situation in the Central European commodity chains.) We 
have also established the argument for high levels of outward activities 
of manufacturing TNC per capita as core activity. Table 8.13 displays 
the matrix, we have outlined in Chapter 8.2: the core–periphery system 
combined with the level of manufacturing production in a country’s 
economy.

In a further step, I qualify the manufacturing production and try to 
take into account the dependence on financialization and public debt. 
Tables 8.14, 8.15, 8.16, 8.17, and 8.18 provide data for this quali-
fication. (These data are more a snapshot than the data I used before, 
because they focus on one recent year.) A clear core–periphery divide can 
be reproduced with the data from the manufacturing sector as well. The 
median hourly wage level (euro, manufacturing sector) in column 7 of 
Table 8.17 offers one intermediate country between low and high wage 
countries in the EU (the quintile of 61–80, Germany = 100), and that 
is Italy. Also interesting, for all such defined low wage countries, column 
8 (median hourly wages in purchasing power parities—PPS which reflect 
price levels), displays a higher value than column 7 (and vice versa for 
Italy and the core).

I use manufacturing of machinery and equipment as a proxy for the 
ability to produce and provide the machinery that is used to produce 
actual consumer commodities. I follow the hypothesis that such an abil-
ity is necessary to ‘control’ the commodity chains and therefore can be 
regarded as ‘core characteristic’. Table 8.17 provides data for this qualifi-
cation. Although I do offer data on employment in this subsector as well, 
I use the subsector’s (= manufacturing of machinery and equipment) 
share of value added in manufacturing total (column 3), in order to qual-
ify manufacturing in Table 8.14. I assume that in such sectors productiv-
ity gains will lead to a reduction of workers. Having said that, only in the 
case of the Czech Republic, high employment numbers in that subsector 
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(columns 5 and 6, the latter as a share of an already high level of manu-
facturing employees: higher than Germany, cf. column 4) would lead to 
a status of medium level of industrialization instead of low level (as sug-
gested by column 3).

As far as core countries are concerned, such a qualification does 
nothing to change the positions of France and UK. For Luxembourg a 
MQM (Table 8.14) may not be able to raise its position, due to a very 
low level of industrialization to begin with. Ireland’s data on compar-
ative industrialization seem doubtful, because of its level of dependent 
financialization. Considering the LQM, Ireland is in the corner with 
the HI countries of CEE that are dependently industrialized within 
the European commodity chains (cf. Table 8.14). Belgium appears in a 
dependent position similar to Spain.

Clearly Germany (and connected with it Austria) form a qualitative 
industrial core which is followed by Denmark, Finland, and Sweden, and 
perimeter Italy, respectively. As for the semiperiphery, data for Italy once 
more support the country’s affinity to the core (perimeter) despite the 
enormous difficulties (e.g. deindustrialization) of the country in recent 
decades (Weissenbacher 2019). Commodity chain research on Italy sug-
gests that companies from the Italian North have joined the European 
commodity chains as suppliers (ibid.: 64), the present data point in the 
direction that this happened at a higher level in the chains. Furthermore, 
the data on the automotive manufacturing sector (Table 8.18) suggest 
that recent restructuring of the Italian flagship FIAT (ibid.) has led to a 
decreasing dependency on the automotive sector.

Semiperipheral Czech Republic touches the zone of medium level 
industrialization by these qualifications but is still far away from HQM. 

Table 8.13 Core-Periphery Typology and Level of Industrialization

Core Semiperiphery Periphery

Low level of 
industrialization

France, 
Luxembourg, the 
Netherlands, UK

Cyprus, Malta, Spain Greece, Latvia, 
Portugal,

Medium level of 
industrialization

Belgium, Denmark, 
Finland, Sweden

Italy Croatia, Estonia

High level of 
industrialization

Austria, Germany, 
Ireland

Czech Republic, 
Slovenia

Bulgaria, Hungary, 
Lithuania, Poland, 
Slovakia, Romania
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The negative net FDI stocks, however, point in the direction of a 
dependent industrialization of the Czech Republic, Slovakia, Hungary. 
Furthermore, the high dependence on the motor vehicle sector may be 
seen as additional structural weakness: a very high dependence on man-
ufacturing in a saturated market of environmentally troublesome trans-
portation means (which is also true for Romania, the manufacturing core 
Germany, and to a lesser extent Sweden). As far as greenhouse gas pol-
lution in the manufacturing sector is concerned, a few countries have a 
relatively low output for their productive status: Denmark and Sweden 
from the core, Slovenia from the semiperiphery, and Hungary and 
Romania from the periphery.

Table 8.14 Qualification of industrialization in the EU

Germany = 100
Low level of 

qualified 
manufacturing 

(LQM, ≤ 60)

Medium level of 
qualified 

manufacturing 
(MQM, 61-80)

High level of 
qualified 

manufacturing (HQM, 
> 80)

Low level of 
industrialization

(LI, ≤ 60)

Core: France, UK
Semiperiphery: 
Cyprus, Malta
Periphery: Greece, 
Latvia, Portugal

Core: Luxembourg Core: the Netherlands

Medium level of 
industrialization (MI, 

61-80)

Core: Belgium
Semiperiphery: Spain
Periphery: Croatia, 
Estonia

Core: Denmark (GHG), 
Finland, Sweden 
(GHG/HMV)
Semiperiphery: Italy

High level of 
industrialization (HI, 

> 80)

Core: Ireland
Semiperiphery: 
Czech Republic 
(HMV), Slovenia 
(GHG)
Periphery: Bulgaria 
(GHG/HMV), 
Hungary 
(GHG/HMV), 
Lithuania, Poland, 
Slovakia (HMV), 
Romania 
(GHG/HMV) 

Core: Austria, 
Germany (HMV)

Data from Table 8.17: Level of industrialization: column 2 (Bulgaria: column 4), level of qualified man-
ufacturing: column 3 (Malta: no data, estimate); Grey: Net export of FDI stocks (Table 8.16, column 3)
High level of dependence on motor vehicle manufacturing (HMV)
Comparatively low output of greenhouse gases from manufacturing (GHG)
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As far as financialization is concerned, I use as a proxy private debt 
as a percentage of GDP (Table 8.16, column 1, cf. Becker et al., forth-
coming). Germany is the least financialized core country in this respect, 
which does not mean that it lacks a substantially financialized economy: 
German financialization is strongly export-oriented (ibid.). I will further 
qualify that indicator by (a) public debt (column 2) in order to proxy the 
room to maneuver governments have, and (b) FDI net balance of stocks 
which signals dependence on FDI import (ibid.).

The former state socialist countries from CEE (except Estonia and 
Latvia) and Slovenia are HI and LQM as far as manufacturing is con-
cerned, and also have—except Estonia—levels of private debt/GDP 
lower than Germany. Furthermore, Hungary (together with Slovenia 
and Croatia) are the exceptions to a (partially much) lower public 
indebtedness. The financialization process in these countries started later 
than in Western Europe (cf. Tables 8.14, 8.15, 8.16). All core countries 
have higher levels of financialization than Germany, some of them are 
exorbitant.

Malta has an LD/MF position but its exorbitant FDI/capita balance 
would justify a ranking in the HF category as well. Core countries France 

Table 8.15 A classification of financialization  for EU core and periphery

Germany = 100
Low level of 
financialization (LF, 
≤ 110)

Medium level of 
financialization (MF, 
111-130)

High level of 
financialization (HF, > 
130)

Low level of public 
debt (LD, ≤ 110)

Core: Germany
Periphery: Bulgaria, 
Czech Republic 
Estonia, Hungary, 
Latvia, Lithuania, 
Poland, Slovakia, 
Slovenia, Romania

Semiperiphery: Malta Core: Denmark, 
Finland, Ireland, 
Luxembourg, the 
Netherlands, Sweden

Medium level of 
public debt (MD, 
111-130)

Periphery: Croatia Core: Austria

High level of public 
debt (HD, > 130)

Semiperiphery: Italy Periphery: Greece Core: Belgium, France, 
UK
Semiperiphery: Cyprus
Periphery: Portugal, 
Spain

Data from Table 8.16: level of public debt: column 2, level of financialization: column 1; Grey: Net 
export of FDI stocks (Table 8.16, column 3)
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Table 8.16 Core–periphery indicators for EU 28 (Germany = 100, except col-
umns 6 & 7: Croatia = 100)

1 2 3 4 5 6 7 8
Bulgaria 100 40 -77 x 4 85 35 38
Croatia 98 121 -75 x 17 100 100 45
Romania 51 55 -50 x 3 92 103 46
Latvia 83 63 -90 x 25 101 69 52
Hungary 71 115 -74 19 21 61 25 53
Poland 76 79 -59 8 18 51 42 53
Greece 116 276 -2 5 4 5 46 54
Lithuania 56 62 -55 x 28 119 146 58
Estonia 106 14 -134 x 50 47 56 58
Portugal 162 195 -83 13 9 x 28 60
Slovakia 96 80 -99 3 30 31 6 61
Cyprus 315 150 -25 x 159 75 12 63
Slovenia 76 116 -47 9 39 10 44 65
Czech 
Repub. 67 54 -126 5 29 40 5 66
Malta 118 80 -3332 x 99 26 21 71
Spain 139 154 -12 11 27 x 17 73
Italy 110 205 26 39 13 10 17 76
UK 171 137 52 64 58 x 18 84
France 148 154 116 125 43 1 36 85
Finland 146 96 99 195 131 x 17 87
Belgium 187 162 -27 105 71 4 25 93
Germany 100 100 100 100 100 0 12 100
Austria 122 123 70 157 116 13 16 100
Sweden 194 64 130 225 302 22 20 100
Netherlands 252 89 370 x 104 3 27 100
Denmark 200 56 196 198 174 x 24 102
Ireland 243 107 -20 88 123 x 63 118
Luxembourg 316 36 -370 1996 240 39 35 139

Sorted by Column 8, grey: enlargement countries after 1995, dark frame: semiperiphery as explained for 
Table 8.7
1 Private sector debt, consolidated—percentage of gross domestic product (GDP) 2017, 
Germany = 100. Source Eurostat, https://ec.europa.eu/eurostat/tgm/table.do?tab=table&init=1&pl-
ugin=1&language=en&pcode=tipspd20, own calculations. The private sector debt is the stock of lia-
bilities held by the sectors Nonfinancial corporations and Households and Nonprofit institutions serving 
households. The instruments that are taken into account to compile private sector debt are Debt securi-
ties and Loans. Data are presented in consolidated terms, i.e. not taking into account transactions within 
the same sector, and expressed in % of GDP and millions of national currency
2 General government consolidated gross debt, Percentage of gross domestic product (GDP) 2017, 
Germany = 100. Source Eurostat [gov_10dd_edpt1]
3 FDI net stock (Million US Dollar per capita) 2016, Germany = 100. Source UNCTAD: World 
Investment Report, http://unctad.org/en/Pages/DIAE/FDI%20Statistics/World-Investment-Report-
(WIR)-Annex-Tables.aspx, own calculations
4 Outward Activities in Manufacturing of TNC in the EU28 Area, Turnover in Euro millions at cur-
rent prices per capita in 2014, Germany = 100. Czech Republic and Portugal: average of 2013 and 
2014 (very divergent data), no data for Bulgaria, Croatia, Estonia, Latvia, Lithuania, Malta, Cyprus, the 
Netherlands, Romania. Source OECD, cf. Table 8.9
5 Outbound tourism expenditure 2017 (UK: 2013) “for leisure or with family and friends” (1 night or 
over), Thousand euro per capita, Germany = 100. Source Eurostat: Expenditure [tour_dem_extot]

https://ec.europa.eu/eurostat/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tipspd20
https://ec.europa.eu/eurostat/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tipspd20
http://unctad.org/en/Pages/DIAE/FDI%20Statistics/World-Investment-Report-(WIR)-Annex-Tables.aspx
http://unctad.org/en/Pages/DIAE/FDI%20Statistics/World-Investment-Report-(WIR)-Annex-Tables.aspx
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and UK are placed in the HD/HF corner but they are the only ones in 
that corner that boast an FDI stock export position which possibly gives 
their economies some room to maneuver. Austria has a middle position 
in both public and private debt. The LD/HF countries have a compara-
ble low public debt but still there is a distinctive hierarchy: Luxembourg 
has three times, Denmark and Sweden twice the private debt indica-
tor of Germany but only a third, half, and 2/3 of the public debt. The 
Netherlands (1.5), Ireland and Finland (both about 2.5) are higher in pri-
vate debt than Germany but also show similar levels in public debt, Finland 
even higher than Germany’s. Italy in the HD/LF corner has a private debt 
level comparatively close to the German level but its public debt is twice as 
high. Having said that, Italy still boasts a positive FDI stock balance.

The structural qualification of core–periphery relations support 
the impression of a unique position of Germany on basis of qualitative 
manufacturing and financialization. Having said that, the export-ori-
ented financialization can face a crisis if the creditors run into difficul-
ties as happened in the crisis of 2008. Also, the persistence on outdated 
and environmentally problematic industries (motor vehicle industries) 
constitutes a structural weakness of Germany, increasingly difficult to 
defend. Austria is closely integrated into and dependent on the German 
industrial production process. Denmark, Finland, and Sweden seem to 
have kept manufacturing abilities which may be an advantage if inter-
national financialization should lose dynamics. The Netherlands have 
sustained manufacturing but do also have characteristics of Ireland and 
Luxembourg that appear to be substantially dependent on the privileges 
and workings of global financialization. This may to a lesser extent also 
be true for Belgium. Financialized economies are also important features 

6 Remittances from EU 28 in 2017 (Netherlands: 2016), Croatia = 100: Secondary income: Personal 
transfers (Current transfers between resident and non resident households), Million euro per capita. 
Source Eurostat [bop_rem6], own calculations. Croatia is chosen as a benchmark because Germany 
would have distorted results, and Eurostat estimated Croatia as the most dependent EU28 country as 
far as remittances/GDP is concerned (Eurostat 2018b)
7 Emigration by citizenship 2017 (Germany: 2015), Reporting country number/population, 
Croatia = 100 (see explanation above). Source Eurostat, Emigration [migr_emi1ctz], own calculations. 
Definition: ‘Emigration: the action by which a person, having previously been usually resident in the 
territory of a Member State, ceases to have his or her usual residence in that Member State for a period 
that is, or is expected to be, of at least 12 months’
8 Gross national income at current prices (PPS) per head of population (HVGNP): 2016, 
Germany = 100. Source Ameco database

Table 8.16 (continued)
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Table 8.17 EU 28 core and periphery and qualified manufacturing sector 
(Germany = 100)

1 2 3 4 5 6 7 8 9 10

Greece 54 43 15 28 6 21 36 43 59 57
Ireland 118 162 17 51 18 39 101 84 66 86
Latvia 52 55 19 61 12 20 17 25 32 30
Lithuania 58 84 21 82 16 19 16 27 92 29
Portugal 60 60 26 77 16 22 23 28 80 33
Estonia 58 70 26 97 23 24 26 34 95 40
Poland 53 90 28 72 24 32 21 38 79 41
Croatia 45 67 31 70 20 30 24 36 50 36

France 85 49 38 47 18 39 81 76 64 74
Romania 46 103 38 73 20 28 10 19 58 22
Belgium 93 63 40 43 18 42 93 87 144 100
Bulgaria 38 x 41 87 33 39 8 17 48 21

UK 84 43 49 45 21 47 85 71 54 75

Hungary 53 106 59 84 47 55 18 32 56 34
Slovakia 61 101 60 94 60 60 23 35 149 37
Luxembourg 139 24 77 69 54 81 94 79 121 81
Sweden 100 73 81 62 50 82 105 85 64 85
Austria 100 83 84 80 68 85 82 79 151 92
Netherlands 100 53 85 42 34 78 88 81 128 94
Finland 87 73 86 63 59 95 101 84 102 90

Denmark 102 69 99 57 68 118 149 109 49 98
Germany 100 100 100 100 100 100 100 100 100 100

Sorted by column 3, grey: enlargement countries after 1995, bold: semiperiphery as defined for 
Table 8.7
Population data: Eurostat database, Population change—Demographic balance and crude rates at 
national level [demo_gind]
1 Gross national income at current prices (PPS) per head of population (HVGNP): 2016. Source Ameco 
database
2 Share of manufacturing industry (UVGM) in total all branches (UVG0)—Gross value added at cur-
rent prices: 2016. Source Ameco database. Note Ireland had a value of 91 in 2014!
3 Manufacturing of machinery and equipment: share of value added in manufacturing total (%): 2016 
(Ireland: 2014). Source Eurostat: [sbs_na_ind_r2]
4 Employees in manufacturing (full-time equivalents) per capita: 2016. Source Eurostat: [sbs_na_ind_r2]
5 Employees in manufacturing of machinery and equipment (full-time equivalents) per capita: 2016 
(Ireland: 2014). Source Eurostat: [sbs_na_ind_r2]
6 Manufacturing of machinery and equipment: Share of employment in manufacturing total (%): 2016 
(Ireland: 2014). Source Eurostat: [sbs_na_ind_r2]
7 Median hourly earnings in euro, 2014, all employees (excluding apprentices) in companies of 10 
employees or more, manufacturing sector. Source Eurostat: [earn_ses_pub2n]
8 Median hourly earnings in PPS, 2014, all employees (excluding apprentices) in companies of 10 
employees or more, manufacturing sector. Source Eurostat: [earn_ses_pub2n]
9 Greenhouse gases (CO2, N2O in CO2 equivalent, CH4 in CO2 equivalent) from Manufacturing 
sector in 2017, tons/population. Source Eurostat: Air emissions accounts by NACE Rev. 2 activity 
[env_ac_ainah_r2]
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Table 8.18 EU 28 and the automotive core: manufacture of motor vehicles, 
trailers and semi-trailers in 2016

1 2 3 4 5 6 7
Luxembourg x x x x x 24 139
Malta x x x x x 38 71
Ireland 4 1 954 1,4 0,3 0,1 162 118
Greece 1 1 373 0,6 0,2 0,3 43 54
Cyprus 1 126 0,5 0,4 0,5 22 63
Croatia 6 2 370 0,9 0,9 0,9 67 45
Denmark 6 3 618 1,3 0,9 1,0 69 102
Finland 12 6 406 2,1 1,4 1,6 73 87
Lithuania 17 4 888 2,3 1,7 2,4 84 58
Latvia 9 1 755 1,6 2,0 2,5 55 52
Netherlands 11 19 641 3,1 3,8 3,1 53 100
Estonia 23 3 010 2,8 2,9 3,4 70 58
Bulgaria 30 21 936 4,0 3,4 3,4 x 38
Belgium 21 23 783 5,7 6,1 3,9 63 93
Italy 21 130 733 4,4 8,4 5,3 69 76
Portugal 32 33 153 4,9 8,8 5,6 60 60
Austria 35 30 999 5,1 8,6 6,1 83 100
Slovenia x x 6,4 10,4 7,4 105 65
France 29 197 439 7,3 13,0 8,4 49 85
Poland 47 181 214 7,3 11,9 9,9 90 53
Spain 31 146 883 8,3 14,9 10,2 63 73
UK 24 158 063 6,2 13,2 10,4 43 84
Sweden 64 64 155 12,4 20,1 13,8 73 100
Germany 100 833 945 11,6 23,0 18,5 100 100
Romania 87 173 919 14,4 22,2 20,3 103 46
Hungary 92 92 125 12,6 25,4 20,4 106 53
Czech 
Repub. 154 164 890 13,0 27,9 21,4 120 66
Slovakia 127 69 739 14,7 35,9 22,3 101 61

Grey: Enlargement countries after 1995, sorted by column 5, x: no data
1 Employees in full-time equivalent units—number per capita, Germany = 100
2 Employees in full-time equivalent units—number
3 Share of employment in manufacturing total—percentage
4 Share of turnover in manufacturing total—percentage
5 Share of value added in manufacturing total—percentage
Source Eurostat: Annual detailed enterprise statistics for industry (NACE Rev. 2, B-E) [sbs_na_ind_r2], 
own calculations
6 Share of manufacturing industry (UVGM) in total all branches (UVG0)—Gross value added at cur-
rent prices: 2016, Germany = 100. Source Ameco database, own calculations. Note Rapid increase in 
Irish data, value of 91 in 2014!
7 Gross national income at current prices (PPS) per head of population (HVGNP): 2016, Source Ameco 
database, own calculations
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of France and UK. The data available in this book suggest, however, that 
their financial centers manage to play active roles in the (as of now pre-
vailing) financialized global economy. Their industrial capabilities seem 
to have been severely affected.

In the realm of the semiperiphery, Malta and Cyprus have financial-
ized economies very much dependent on international financialization 
and its regional privileges. Italy is still connected to the core. It has, 
despite severe difficulties and deindustrialization processes, defended 
an important sector of industrial production. Spain has a better posi-
tion in the European commodity chains than Portugal and Greece but 
the recent boom and bust have shown the vulnerability of its depend-
ent financialization. Based on their industrial heritage, Slovenia and the 
Czech Republic were able to lift their position from the CEE periph-
ery. Still they are integrated into the dependent industrial relations of 
European commodity chains. Due to their late integration, the CEE 
countries have no severe dependent financialization as the peripheral 
countries of the EU south, Greece and Portugal. Greece and Portugal 
have lived through the early integration of ‘unequal partners’, experi-
enced deindustrialization and were drawn into the dangerous relations of 
dependent financialization by temporary low-cost capital import.
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This final section will lead us from the global crisis of the 1970s to the 
global crisis that reached Europe in 2008. While the former marked a 
crisis of Keynesian capitalism, the latter is one of financialized capital-
ism. I will summarize the main arguments by the European dependency 
school and then briefly sketch the transformation of capitalism toward 
financialization. I will use Giovanni Arrighi’s theoretical model of these 
changes, from what he calls ‘signal crisis’ to ‘terminal crisis’. I will, fur-
thermore, present in a nutshell the main strand of financialized capital-
ism’s paradigm, neoliberalism, that helped restoring ‘development from 
above’ before I shall try to use elements of EDS suggestions to sketch an 
alternative political economy in the wake of recent developments.

We have so far put emphasis on the caesura of capitalism in the 1970s 
that had influenced EDS writing. EDS authors had included that crisis 
and its consequences in their analysis (Chapter 4), they were aware of the 
fact that (postwar) boom-related economic growth did nothing to reduce 
dependencies (‘growth without development’, ‘industrialization with-
out development’) in most quarters (Italy might count toward a tempo-
rary exception). They were also aware of some of the systemic attempts 
to counter the crisis of global capitalism, which drew the global periph-
ery more in the realm of core TNC’s commodity (production) chains 
(‘new international division of labor’). Although EDS authors had rec-
ognized the caesura, they were not concerned with that period being  
transformational in terms of forms of capitalism, and therefore did not 
recognize that it was financialization that surmounted the system crisis. 
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There was, however, awareness of this transformation among other social 
scientists, for example German political economists. Elmar Altvater (1983: 
234ff.), Kurt Hübner (1983: 210ff.), Alexander Schubert (1985: 58ff.) 
are examples of authors who understood the trend they had observed in 
a decade of crisis, namely that falling profit rates in the productive sector 
translated into a higher mass of profits seeking utilization in the financial 
sector. As Jörg Goldberg (1983: 156) put it: ‘The downside of structural 
over-accumulation of capital in the reproductive sector […] is a supremacy 
of the credit and finance sectors that increasingly limit investment and uti-
lization of reproductive capital’. Accumulation and social reproduction in 
this form of capitalism (that would be dubbed ‘financialized’) still depends 
on the productive sector but the high ‘returns of investments in the mon-
etary sector […] lead to increasing expectations on the level of profit rates 
in real investments, and to a reallocation of profits toward the financial sec-
tor, respectively. […] The allocations battle between the monetary and the 
producing sector takes a dramatic shape in the light of the high interest 
policy’ (Hickel 1983: 72).

9.1  caPitalist crisis of the 1970s and financialized 
restoration

When global capitalism entered yet another crisis period in 2007/8, it 
was thus characterized crisis of financialized capitalism (Lapavitsas 2013: 
2). This phase of ‘financialization’, however, was by no means the first 
one, as Giovanni Arrighi (2010a, b) and Silver and Arrighi (2011) 
argued. They proposed a historical cycle in capitalist history with two 
alternating phases, a productive phase wearing out, which is then fol-
lowed by a phase of financialized capitalism. A phase of materialized cap-
italism was then reorganized at a higher structural level. In four cycles 
(Genoese-Spanish—Dutch—British, and the US-American in the twen-
tieth century) profitability in the material accumulation turned sluggish 
and shifted investments toward financial markets. Difficulties in mate-
rial production were accompanied by a ‘signal crisis’ of the hegemonic 
power. The hegemonic power was able to restore power temporarily 
(in a period called ‘belle epoque’) before a ‘terminal crisis’ made way 
for a new productive cycle with a new hegemonic power. Hegemony 
was organized on an ever-higher level, as far as the territory was con-
cerned but also structural complexity (with decreasing dependencies for 
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the hegemonic power). While Genoa had relied on Spain for its defense, 
the Netherlands had internalized the costs of security. The Dutch, again, 
still relied ‘on others for most of the agro-industrial production’ (Arrighi 
2010a: 376) but were able to organize their own defense, which was 
‘internalized’ into their hegemonic system. The British then organized 
the material production themselves (in addition to the defense).

Finally, the United States was a continental military-industrial complex 
with the power to provide effective protection for itself and its allies and 
to make credible threats of economic strangulation or military annihilation 
towards its enemies. This power, combined with the size, insularity, and 
natural wealth of the United States, enabled its capitalist class to internalize 
not just protection and production costs – as the British capitalist class had 
already done – but transaction costs as well, that is to say, the markets on 
which the self-expansion of its capital depended. (ibid.)

The signal crisis of US hegemony came with the 1970s, and financializa-
tion can be seen as a strategy to restore US power. Altvater (1983) and 
Schubert (1985) belong to the authors who early emphasized the devas-
tating effects of US monetary policy with an high interest policy for the 
indebtedness of the global periphery. Arrighi (2010b [1994]) analyzed 
the breathtaking story of changes in the world economy from the 1970s 
into the 1980s in great detail. It comprises the attempts to counter 
hegemonic weakness by the US government and the development of off-
shore dollar markets beyond the control of the US federal reserve. Low 
interest rates in the 1970s, new technologies that enabled quicker trans-
fers, economic crisis that curtailed real in favor of financial investments, 
and the increasing oil price rents fed an ever increasing global financial 
market. This liquidity provided ‘US business with additional pecuniary 
means and incentives to outbid competitors in the appropriation of the 
world’s energy supplies and in the transnationalization of processes of 
production and exchange’ (Arrighi 2010b: 323). It appears typical for 
a situation of exhausted material production that incentives of monetary 
policy to stimulate production are overall to no avail because investments 
seek more profitable options in the financial sector. The US government 
tried in vain to stimulate the productive economy by low interest rates 
up to the end of the 1970s. In the end, the situation was neither ben-
eficial for the US government nor the US banks. An abundant private  
dollar supply, offered at low interest, freed
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an increasingly larger group of countries […] from balance of payments 
constraints in the competitive struggle over the world’s markets and 
resources, and thereby undermined the seignorage privileges of the US 
government. On the other hand, the expansion of the public supply of dol-
lars, fed off shore money markets with more liquidity than could possi-
bly be recycled safely and profitably. It thereby forced the members of the 
US-led confraternity of banks that controlled the Eurocurrency business to 
compete fiercely with one another in pushing money on countries deemed 
creditworthy, and indeed in lowering the standards by which countries 
were deemed creditworthy. If pushed too far, this competition could eas-
ily result in the common financial ruin of the US government and of US  
business. (Arrighi 2010b: 324)

The recovery of US hegemony was thus an alliance of the state and 
financial capital that restored the value of the dollar and tightened inter-
national money supply. For our purpose, it is interesting to see how this 
US policy of drawing liquidity into the US (‘recentralization of purchas-
ing power’, Arrighi 2010b: 334) curtailed exports from the periphery, 
laid the ground for austerity programs, and thereby paralyzed any chal-
lenges from the global periphery. Abundant global liquidity in the 1970s 
changed to a fundamental credit crisis in the 1980s. What made matters 
worse was that international lending practices in the 1970s had changed 
from fixed toward flexible interest rates which made existing credits more 
expensive when interest rates rose:

As if by magic, the wheel had turned. From then on, it would no longer 
be First World bankers begging Third World states to borrow their over-
abundant capital; it would be Third World states begging First World gov-
ernments and bankers to grant them the credit needed to stay afloat in an 
increasingly integrated, competitive, and shrinking world market. To make 
things worse for the South and better for the West, Third World states 
were soon joined in their cut-throat competition for mobile capital by 
Second World states. (ibid.)

It is important to see that signal crisis and restoration of hegemony had 
an impact on core countries as well. Over-accumulation led to cri-
sis in the old industrial regions and to the outsourcing strategies in 
the framework of the ‘new international division of labor’. Shutting 
down, reorganization, and relocation of constant capital was accompa-
nied by labor policies (‘variable capital’): low-wage production in the  
global periphery and real wage decline and union push back in core 
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countries. Keynesianism, the postwar economic paradigm in core countries 
was swept away and undermined social democratic parties which had sup-
ported it as a key pillar (Altvater 1983: 245). Global economic crisis and 
the mechanisms to overcome it (outsourcing and new international division 
of labor) contributed to an increase of TNC power in financialized capi-
talism. The transformation from Keynesian to financialized capitalism was 
also one of changing characteristics as regards core activities discussed in 
Chapter 8. While EDS authors were writing at the beginning of the cycle 
of financialization, this cycle currently has entered a phase of crisis. Before I 
will turn to the current crisis of financialized capitalism and Arrighi’s expla-
nation of the ‘terminal crisis’, I will summarize the EDS authors arguments 
concerning crisis and alternatives, and then present in a nutshell the main 
strand of financialized capitalism’s paradigm, neoliberalism.

9.2  caPitalism, crisis, and the dePendency Paradigm

Authors of the Latin American Dependency School emphasized in the 
1960s that the integration of countries in the global capitalist system led 
to national (social and regional) disintegration. This school drew conclu-
sions from the unsuccessful attempt of Latin American structuralism to 
decrease dependencies and further development in a broad sense, despite 
sparking industrial development in some countries by import-substitut-
ing industrialization. Idealized perceptions of economic convergence or 
reproducible paths of historical developments (‘modernization’) were 
considered unrealistic. Transnational companies (TNC) were regarded 
as the powerful actors in the formation of a new dependency of the 
periphery from the core. They represented impediments to national and 
regional alternatives difficult to overcome. TNC were predominantly 
based in core states, which enabled them to pursue a neomercantilist 
policy. Arrighi and Drangel (1986), who followed the dependency par-
adigm in their world-systems approach, would later talk of the symbio-
sis of a common development of core states and core TNC. For them, 
the 1960s ended the era when industrial production was considered a 
(sole) core characteristic (‘industrial countries’) which coincided with 
Arrighi’s ‘signal crisis’ that would lead to the advance of financialization 
as predominant form of capitalism (due to US policies seeking to consol-
idate their hegemony). The control of transnational commodity chains 
was becoming more important for core countries to maintain their 
core positions than to organize industrial production within their own 



280  R. WEISSENBACHER

jurisdictions. Development via industrial development was a ‘ladder with-
out upper rungs’ in the hierarchy of commodity chains. Arrighi called 
the idea that industrial development could lead to ‘development’ in cap-
italism ‘developmentalist illusion’. Such reasoning connected directly to 
dependency thinking: Industrial development was not to be mistaken as 
development in a broader societal sense. As we have seen, Cardoso and 
Faletto (1976) emphasized that they meant development of productive 
forces when talking of dependent development in the periphery. They 
explicitly did not expect from or in capitalism a ‘more egalitarian or more 
just society’, neither in the core countries nor (and especially not) in the 
periphery. What had ‘to be discussed as an alternative is not the consol-
idation of the state and the fulfillment of “autonomous capitalism”, but 
how to supersede them. The important question, then, is how to con-
struct paths toward socialism’ (see Chapter 2).

In the first two global economic crisis after World War II in the 1970s 
and 1980s, many old industrial regions of core countries experienced 
peripheralizing tendencies. But already in the 1960s, core states began 
coordinating and financing measurements to reduce over-capacities, 
modernize infrastructure and regain competitiveness but were unable 
to prevent accelerating de-industrialization processes (cf. Carney 1980). 
As we have seen, TNC found their strategic solution to the ‘Keynesian’ 
accumulation crisis in a global restructuring of production that consisted 
of outsourcing toward the (semi-)periphery and led to what became 
known as ‘new international division of labor’. Even for many periph-
eral regions of the core, the crisis of the 1970s ended a period that had 
brought economic ‘growth without development’ or ‘industrialization 
without development’.

As the Latin American dependency school a decade earlier, the EDS 
began formulating alternatives to the dominant paradigms in the 1970s. 
It critisized liberal currents in economic theory (neoclassical economics, 
Keynesianism) and modernization theory. EDS authors applied findings 
from critical development studies to Europe. I identified two groups in 
this heterogeneous school of EDS. Authors that focused on the nation 
state level viewed the European integration process critically and treated 
the accession of peripheral countries as an integration of ‘unequal part-
ners’. Southern enlargement of the EC occurred in times of economic 
crisis. Neither the EC, whose countries reacted to the crisis with protec-
tionist measures, nor the accession countries were prepared for such an 
‘unequal’ integration. In order to avoid further polarization that could 
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lead to a neocolonial scenario between core and periphery, two sets of 
measures were suggested, (a) a balanced industrial policy or (b) a more 
pronounced financial redistribution from core to periphery, comparable 
to national states’ internal adjustments. The latter measure was seen as 
possible alleviation not structural improvement. Neither of the measure-
ments, however, materialized. Establishing a monetary union under such 
conditions was considered fatal.

The second group engaged with aspects of regional development. 
The prevailing development models were judged as ‘development from 
above’ or ‘development from the outside’. These development models 
treated regions as functional entities without geography or history. They 
observed endogenous modernization deficits that were to be coun-
tered by exogenous remedies (capital flows, technology import, state 
investments into infrastructure, etc.). But economic convergence did 
not occur in boom phases: Positive effects that were to spread or trickle 
down from core to periphery were smaller than negative backwash effects 
from the core. The crisis of the 1970s then struck away the ‘crutches’ of 
Keynesian regional policy that was meant to keep running the neoclassi-
cal model (Stöhr and Tödtling 1979: 138).

EDS authors viewed the functional integration of regions into the 
national and international division of labor critically. For them, selective 
decoupling (selective spatial closure) was a necessary step toward alter-
native development. They argued for more endogenous, region-centered 
policies. ‘Self-reliance’ was the term originating with the dependency 
school but they articulated it as ‘selective self-reliance’. Penetrating influ-
ences from outside should be reduced. They suggested ‘development 
from below’ as alternative paradigm. Empowerment and participation 
in decentralized, egalitarian decision-making structures would ensure 
that scarce resources and land, and regionally produced wealth would be 
used for the benefit of all and not concentrated among few. The produc-
tion of use value would have priority to exchange value in order to sat-
isfy food supply, accommodation, and other basic needs. Regions should 
increase their resilience to economic crisis. Important catch phrases 
were mobilization of endogenous resources and internalization of devel-
opment costs. Technological progress and innovation should serve the 
development of societies and not be subordinated to the competition 
paradigm. Regional development banks would stimulate regional pro-
duction, counter dependence on the core, and reduce external debt. 
Large export projects should be replaced by regional enterprises with a 
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regional service sector. A regional multiplier effect would be criteria for 
evaluation. Transport infrastructure should increase regional accessibil-
ity and networks and not be reduced to the needs of the export indus-
try. Regional resources should be mobilized for the energy needs of the 
region. Environmental and education policies were to anchor responsi-
bilities toward future generations.

This wish list of development studies by EDS authors sounds equally 
radical and hopeful. It presupposes dissolving the capitalist mode of pro-
duction and then replace it. (The authors argued gradual changes.) The 
reality was and is, however, capitalism and the capitalist mode of produc-
tion. We have seen that Edward Soja had criticized authors of the ‘new 
territorialism’ (to whom he counted some of the EDS authors) for being 
overly romantic and utopian. They were obscuring the history of capi-
talist development. Indeed, the later work of some of them seemed to 
fit well into the neoliberal paradigm whose wave steamrolled many alter-
native approaches in the 1990s, the ‘globalization decade’. The compe-
tition among companies was applied to territories and gave birth to the 
competitive region. In their idealized version of capitalism, benevolent 
small entrepreneurs collaborate in networks of flat hierarchies and create 
a competitive advantage (cf. Chapter 7). Hadjimichalis und Papamichos 
(1990) early sensed that such trivial notions would become popular 
among right-wing governments. Consequently, the relations of produc-
tion survived, while the fetish of productive forces keeps feeding the idea 
that technological progress and innovation can cure the harm done by 
capitalist production, in social and environmental terms.

What were the perspectives of transforming the mode of production? 
In the Latin American dependency school, such a political change and 
an implementation of development alternatives had a revolutionary com-
ponent that was missing in most cases in the EDS. Dudley Seers seems 
to have expected that left-wing governments would/could be elected 
in conventional liberal electoral systems. What participation in socio- 
economic processes could look like was not detailed, neither how an 
alternative political system could prevail against a capitalist state or 
international environment. Some made clear, however, that progres-
sive changes and transformation were not to be expected in actual 
existing bourgeois democracies. It seems coherent that Nohlen and 
Schultze (1985: 50f.) drew on the Canadian political scientist Crawford 
Macpherson who tried
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to work out a revision of liberal-democratic theory, a revision which clearly 
owes a great deal to Marx, in the hope of making that theory more dem-
ocratic while rescuing that valuable part of the liberal tradition which is 
submerged when liberalism is identified with capitalist market relations. 
(Macpherson quoted in Morrice 1994: 646)

Macpherson considered a vicious circle of advanced capitalism that more 
democratic participation presupposed a change in social inequality and in 
consciousness which in turn could not be changed without an increase 
in democratic participation (Nohlen and Schultze, cf. Chapter 6.2). 
Where democratic legitimacy displayed particular deficits, changes could 
be initiated by small and incremental steps, argue Nohlen and Schultze 
(1985: 51). Some of the EDS authors perceived social movements a key 
to break up blockades in bourgeois democracy. John Friedmann (1986: 
205) saw in self-reliance the only alternative for peripheral regions, 
‘self-reliance does not appear as a question concerning the use of pol-
icy instruments by the state but as a form of radical social practice orig-
inating within civil society’. For Hadjimichalis (1983: 137f.) social 
movements arose from the ‘objective conditions of uneven regional 
development and subjective conditions of rising regional consciousness’. 
A region-centered policy relies on a high quality of participation, wrote 
Nohlen and Schultze (1985: 50). Traditional representative democracy 
would not suffice, and neither would direct-democratic participation 
as in social movements: ‘Required are a double strategy in patterns of 
participation, participation as means and ends, as stake and social par-
ticipation, conventional and unconventional forms, within and outside 
the institutional structure of politics’ (Nohlen and Schultze 1985: 51). 
Authors following the state theory of Nicos Poulantzas (as Hadjimichalis 
1983, 1984) came to similar conclusions. Coming from the opposite of 
the political spectrum of Nohlen, Poulantzas (2014: 256) criticized both 
the liberal parliamentary democracy and what he considered a Soviet 
type parallel state. He posed the question as to how the state could be 
transformed by deepening representative democracy but in combination 
with forms of direct democracy and worker’s self-management.

This question remained unanswered. Instead of a transforma-
tion of the capitalist state toward socialism, the capitalist state trans-
formed toward a more authoritarian rule. This was in line with parts of 
Poulantzas theory, namely the ‘authoritarian state’ that reduced demo-
cratic participation due to the necessity of intervening ever more in an 
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increasingly complex and crisis-prone TNC capitalism (cf. Chapter 3.1). 
The relative autonomy of the state declined, and so did the ability of the 
state to function as embodiment of the general interest of society, but no 
‘hegemonic organization of the working class’ materialized that would 
conquer the state. Poulantzas defended representative democracy but by 
the same time acknowledged the role of dominant parties (Christian and 
Social Democrats) that tended ‘to function as a single mass party of the 
bourgeoisie, in spite of the differences that might exist between them’ 
(Poulantzas 2008: 400; cf. Narr 1977). Poulantzas did not spell out how 
the transformation of a ‘real existing’ representative democracy (based 
on ‘popular parties’ that are essential for the functioning of the capitalist 
state) toward a socialist state might work. The revolutionary party was 
still the important organizational form,

it has a central role as long as it [!] believes that politics has a central role, 
and as long as the state has a central role. But then as long as we need 
some type of organization, we must have a type of centralism or a type 
of homogenization of differentiations if we must make this articulation 
between representative democracy and direct democracy. (Poulantzas 
2008: 401)

While in the past, the party itself played such a centralizing role, 
Poulantzas seems to have envisaged the future mediation between rep-
resentative and direct democracy in two ways. First, state representative 
organs should be transformed, ‘some aspects of this [centralizing] role 
must be transferred from the party itself to the representative organs 
where many parties can play their own role. We must have this differen-
tiation and non-identification between party and the state’ (Poulantzas 
2008: 401). The Yugoslav socialist experiment had reflected such 
attempts to overcome ‘democratic centralism’ and combine it with a form 
of ‘direct democracy’ in a model of ‘self-management bodies’. The prob-
lems of representation, participation, and ownership, however, remained 
unsolved (cf. Weissenbacher 2005). Furthermore, the Yugoslav system 
was not a ‘pluralist’ type (but a democracy with a one party system). In 
a pluralist system of a capitalist state, the ‘articulation between repre-
sentative democracy and direct democracy’ appears even more difficult.  
It seems unlikely that the ‘bloc in power’, the capitalist state and its par-
ties, would consider constitutional changes advanced by a revolutionary 
party.
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The second suggestion, Poulantzas made, aims at restructuring the 
party itself. The party shall open itself toward social movements. Poulantzas 
(2008: 401) was

not sure that a political party is the best form of organizing even, in their 
differences, the new forms of social movements. For example, I am not 
sure at all that we must ask a revolutionary political party to take under 
consideration the ecological problem, the feminist problem and so on. So 
the problem is not only to have a party so good that it is not only going 
to be political but take up every sphere of social life and economic life.  
I think that this conception of the party as the unique centralizer, even if 
it is a very subtle centralization, is not necessarily the best solution. I think 
more and more that we must have autonomous social movements whose 
type of organization cannot be the same as that of a political party organ-
ization. There must be a feminist movement outside the most ideal possi-
ble party because the most ideal party cannot include such types of social 
movements even if we insist that the revolutionary party must have certain 
conceptions of the woman question.

One could argue that the becoming of the green parties in the 1980s 
had been a version of collaboration between social movements and rep-
resentation in the parliamentary democracy, in order to achieve trans-
formation of the capitalist mode of production. Whatever there might 
have been in ideas of radical change in green parties, it also had lost 
momentum.

9.3  restoration of the develoPment Paradigm  
‘from above’: authoritarian liberalism  

in a hayekian universe

The global crisis of the 1970s and 1980s brought to an end the postwar 
form of capitalism, and consequently also the prevailing interpretation of 
how capitalism would or should function, above all Keynesianism. The 
Latin American or European challengers of that development paradigm 
from the dependency schools were unable to fill the paradigmatic void. 
Instead, a more radical liberal economic doctrine than Keynesianism 
succeeded: neoliberalism. This doctrine has been closest connected 
to Friedrich Hayek and the Mont Pèlerin-Society (MPS, n.y.), whose 
founding president Hayek had been. The crisis of the 1970s brought the 
doctrine’s breakthrough, by the end of the decade it was spread also as 
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government doctrine by core countries. Nicos Poulantzas died in 1979, 
about half a year after Margarete Thatcher had taken office as UK prime 
minister, and she as well as Ronald Reagan adopted a neoliberalist stance 
(Thatcherism, Reaganomics). These governments could argue their 
anti-labor policy with ingredients of Hayek’s universe:

[I]f there is to be any hope of a return to a free economy, the question of 
how the powers of trade-unions can be appropriately de-limited in law as 
well as in fact is one of the most important of all the questions to which we 
must give our attention. (Hayek 1958: 126)

The fundamental de-democratization was most devastating. Hayek’s prin-
ciples have been guiding ever since. Other than the simplistic idea of a 
rational individual that participates in the market with ‘perfect’ informa-
tion (as put forward by neoclassical economics), the Hayekian (1958: 15)  
edifice was more subtle. The classical writers (in part reference for the 
economic neoclassic) had been wrongly interpreted as ‘of having extolled 
selfishness’. Hayek corrected the ‘argument in simple language’: by ‘peo-
ple are and ought to be guided in their actions by their interests and 
desires […] we mean […] that they ought to be allowed to strive for 
whatever they think desirable’. Does the individual know his or her inter-
est best? ‘[N]obody can know who knows best and […] the only way by 
which we can find out is through a social process in which everybody is 
allowed to try and see what he can do’. There is an ‘unlimited variety of 
human gifts and skills’ but also the ‘consequent ignorance of any single 
individual of most of what is known to all the other members of society 
taken together’. Consequently, ‘no man is qualified to pass final judgment 
on the capacities which another possesses or is to be allowed to exercise’.

‘[T]he theory of individualism’, as put forward by Hayek (1958: 22), 
contributes ‘to the technique of constructing a suitable legal framework 
and of improving the institutions which have grown up spontaneously’. 
The conservativism of Hayek is obvious: It is a small and familiar world 
that has evolved and builds the nucleus of his liberal society:

[T]rue individualism affirms the value of the family and all the common 
efforts of the small community and group, […] it believes in local auton-
omy and voluntary associations, and […] indeed its case rests largely on the 
contention that much for which the coercive action of the state is usually 
invoked can be done better by voluntary collaboration. (Hayek 1958: 23)
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It was nothing short of replacing the role of religion in society, what 
Hayek’s social order meant to achieve:

Though the declining influence of religion is undoubtedly one major cause 
of our present lack of intellectual and moral orientation, its revival would 
not much lessen the need for a generally accepted principle of social order. 
We still should require a political philosophy which goes beyond the fun-
damental but general precepts which religion or morals provide. (Hayek 
1958: 2)

The market is the important adjustor between the small ‘part of our 
social order which can or ought to be made a conscious product of 
human reason’ (Hayek 1958: 22) and the complex reality of society:

What the economists understood for the first time was that the market as 
it had grown up was an effective way of making man take part in a process 
more complex and extended than he could comprehend and that it was 
through the market that he was made to contribute “to ends which were 
no part of his purpose”. (Hayek 1958: 14f.)

Possibly, Hayek was the ‘organic intellectual’ to succeed Talcott Parsons 
in the attempt to defend capitalist hegemony in ideological terms 
(Arrighi 2010b: 29ff.). Parsons had been the connector between Max 
Weber (the protestant ethics as base for the ideology of the American 
dream—from rags to riches) and modernization theory (US type mass 
consumption for all societies). Both of these fading ideological nar-
ratives had a character conserving the status quo of societies. The illu-
sion that participating in a mass consumption society was possible for all 
posed an ideological incentive to postpone contemporary political action  
(cf. Weissenbacher 2012a). The crisis of the 1970s brought disillusion in 
all quarters. Arrighi (2010a, Silver and Arrighi 2011) had perceived it as 
‘signal crisis’ of US hegemony. In an obviously unequal and polarizing 
world, Hayek’s ersatz-religious order could not provide an illusion for 
all but it made responsibilities clear for miseries (and helped justifying 
the wealth of the rich): Those who failed to respect the (market) rules, 
be it union leaders or politicians. The state could intervene for group 
interests (e.g. workers, unions), limit the liberties of private property and 
hence curtail the prospect for social development. Hayek’s state was con-
sequently a small one with limited influence:
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[T]he state, the embodiment of deliberately organized and consciously 
directed power, ought to be only a small part of the much richer organ-
ism which we call “society,” and that the former ought to provide merely 
a framework within which free (and therefore not “consciously directed”) 
collaboration of men has the maximum of scope. (Hayek 1958: 22)

The idea of leaving responsibilities to the market helped concealing the 
reality of late TNC capitalism (as described e.g. by Adorno or Poulantzas 
above, or Agnoli 1995 [1978]): The state was increasingly necessary to 
manage complex and crisis-prone accumulation and reproduction pro-
cesses but it became more authoritarian by defending the mode of pro-
duction. What Hayek claimed to be a state characteristic (‘deliberately 
organized and consciously directed power’) became true evermore for 
TNC. In the 1970s, ‘the march into neoliberalism began, as a rebellion 
of capital against Keynesianism, with the aim of enthroning the Hayekian 
model in its place’ (Streeck 2016: 22). Sheltered by the market ideol-
ogy, technocrats received ever more power to steer societies, neoliber-
als described as too complex to understand for the average individual. 
‘Hayekian democracy serves’, as Streeck (2016: 188) put it,

the function of making a capitalist market society appear to be “the peo-
ple’s choice” even though it has long been removed from democratic con-
trol. What I refer to as a technocratic-authoritarian market dictatorship is 
a political-economic regime that delegates decisions on the distribution of 
people’s life chances to the “free play” of market forces or, which is the 
same, concentrates them in the hands of executive agencies that suppos-
edly command the technical knowledge necessary to organize such markets 
so that they perform best.

Hayek’s organizational principles for societies had a priority for ‘liberty’ 
and the ‘rule of law’ and not universal suffrage. Drawing on Greek antiq-
uity, Hayek saw no problems in keeping major parts of the population 
from voting which he did not perceive contradictory to liberty and the 
rule of law: ‘It is also no longer possible to deny the existence of freedom 
in ancient Athens by the assertion that its economic system was “based” 
on slavery, since recent research has clearly shown that it was compara-
tively unimportant’ (Hayek 2011 [1960]: 238, FN 10). There is a cer-
tain construction, Hayek needs for his arguments. Obviously one has to 
ask: liberty for whom? It is not the liberty of the slave but still freedom 



9 CAPITALISM AND BEYOND?  289

exists for the elite. Liberty, freedom, and equality before the law seem to 
be synonyms in the Hayekian universe.

Equality before the law leads to the demand that all men should also have 
the same share in making the law. This is the point where traditional lib-
eralism and the democratic movement meet. Their main concerns are 
nevertheless different. Liberalism (in the European nineteenth-century 
meaning of the word, to which we shall adhere throughout this chap-
ter) is concerned mainly with limiting the coercive powers of all govern-
ment, whether democratic or not, whereas the dogmatic democrat knows 
only one limit to government – current majority opinion. The difference 
between the two ideals stands out most clearly if we name their opposites: 
for democracy it is authoritarian government; for liberalism it is totalitar-
ianism. Neither of the two systems necessarily excludes the opposite of 
the other: a democracy may well wield totalitarian powers, and it is con-
ceivable that an authoritarian government may act on liberal principles.  
(Hayek 2011 [1960]: 166)

If one prefers to secure (economic) liberties for some at the expense of 
democracy, this can be called ‘authoritarian liberalism’, a phrase Hermann 
Heller (1933) used, discussing the ‘autoritarian state’ of the German 
Franz Papen cabinet of 1932 and the ideology of the right-wing state 
theorist Carl Schmitt. In Fig. 9.1, I have attempted to sketch a Hayekian 
ideological map following the one by Dudley Seers (Chapter 6).  
The space in which a Hayekian society can be organized democratically 
(L-D quarter) does not seem to be very populated. Consequently, he 
argues:

It can scarcely be said that equality before the law necessarily requires 
that all adults should have the vote; the principle would operate if the 
same impersonal rule applied to all. If only persons over forty, or only 
income-earners, or only heads of households, or only literate persons were 
given the vote, this would scarcely be more of an infringement of the prin-
ciple than the restrictions which are generally accepted. It is also possible 
for reasonable people to argue that the ideals of democracy would be bet-
ter served if, say, all the servants of government or all recipients of public 
charity were excluded from the vote. (Hayek 2011 [1960]: 169)

Furthermore, he adds a footnote to these sentences, published in 1960:
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It is useful to remember that in the oldest and most successful of European 
democracies, Switzerland, women are still excluded from the vote and 
apparently with the approval of the majority of them. (footnote 4, in 
Switzerland women gained the right to vote – on the federal level, not yet 
in all cantons – in 1971, RW)

Almost two decades later, Hayek (1981 [1979]: 113f.) spelled out his 
idea for a model of a legislative assembly. The 45 year olds would ‘once 
in their lives […] select from their midst representatives to serve for fif-
teen years’. This would assure that ‘only people who have already proved 
themselves in the ordinary business of life should be elected’. Thus 
one-fifteenth of the assembly ‘would be replaced every year’. It looks as 
if Hayek had changed the voting restrictions from voting rights to eligi-
bility (e.g. people who had ‘served’ in party organizations should not be 
eligible for the legislative assembly).

Hayek seems to have preferred liberal democracies but also been 
willing to accept fascist regimes that intended to respect the liber-
ties of private property (if in pluralist societies he perceived such liber-
ties being endangered). There is a line of arguments from the ‘unholy 
alliance’ (Scheuerman 1997: 183) between Hayek and Carl Schmitt, 
who had become ‘the leading theorist of the Nazi-state’ (Wistrich 
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1983: 243) after joining the NSDAP on May 1, 1933, and Hayek’s 
support of Augusto Pinochet in Chile (Farrant and McPhail 2014). 
‘Notwithstanding Hayek’s anxieties about the growth of discretionary 
state authority in our century’, argues Scheuerman (1997: 183),

he ultimately seems to have surprisingly few qualms about defending a 
rather worrisome political alternative to contemporary liberal democracy. 
Why? Like Schmitt, Hayek ultimately sees the interventionist welfare state 
as a “revolutionary” threat to a political universe dominated, to use one 
of Schmitt’s favorite expressions, by those with “property and education” 
(Besitz und Bildung). Given the welfare state’s purportedly revolutionary 
character, both theorists are ready to unlease a rather disturbing array of 
political instruments against it.

Santiago de Chile had been an important center of the Latin American 
dependency school and also hosted EDS authors. ‘I don’t know of any 
totalitarian governments in Latin America. The only one was Chile under 
Allende’, Hayek is quoted (Farrant and McPhail 2014: 334) as saying 
about the democratically elected government. The coup d’etat against 
the Allende government in Chile had also a negative impact on the 
dependency school and was the beginning of a neoliberal experiment in 
Latin America.

Hayek’s faith puts the property order first. The freedom of the prop-
erty classes and the defense of what is perceived as ‘free’ market is rated 
higher than democratically elected governments that might curtail it. 
Consequently, fascist bureaucracies seem to be acceptable means to pro-
tect or (re-)establish such freedoms. In democratic societies, the religious 
function of liberalism appears important to keeping up appearances. 
Hayek’s pretense of a liberal society that could benefit all but in reality 
secured the liberty of the few may otherwise be hard to digest. So far the 
formal economic power and informal political power of TNC have very 
much depended on the state. Neoliberal states, so far, have not given 
companies the right to issue their own currencies, although for Hayek 
(1978: 22) it was the question

whether it would not be [...] desirable to do away altogether with the 
monopoly of government supplying and to allow private enterprise to sup-
ply the public with other media of exchange it may prefer.
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For him, free competing currencies were preferable to

the utopian scheme of introducing a new European currency, which would 
ultimately only have the effect of more deeply entrenching the source and 
root of all monetary evil, the government monopoly of the issue and con-
trol of money. (ibid.: 19)

The pragmatic neoliberal policy framework of the EU is to cut out the 
state and state institutions from accessing public money directly via 
central banks. The ECB was empowered and regulated in a way that it 
only was allowed to lend money to private banks. They, again, are able 
to lend money to the government. Consequently, the ECB could play—
by tightening the supply of Euros—an important role in narrowing the 
room to maneuver of the Greek government trying to resist austerity 
measurements. Generally, the workings of the ‘troika’ against Southern 
European euro member states appear as a recent example of neocolo-
nial rule. Technocratic bureaucracies of the IMF, the ECB and the EU 
Commission applied conventional neoliberal wisdom to the EU periph-
ery, irrespective the positions of elected democratic bodies or stakehold-
ers in these countries. The interviews conducted by Harald Schumann 
for a documentary (Schumann and Bondy 2015) are a rare occasion of 
making visible the core economic interest behind the ideological bureau-
cracy language. In terms of the European dependency school, this par-
adigm by Hayek can be called just another development from above or 
outside, constructed by authors from the core, helping to frame another 
neocolonial relationship.

9.4  the terminal crisis of the twenty-first century

Neoliberal ideology has been able to frame financialized capitalism for 
a while but the structural problems of capitalist accumulation have only 
been postponed. ‘[W]hile the party for the Third and Second Worlds was 
over’, writes Arrighi (2010b: 334f.),

the bourgeoisie of the West came to enjoy a belle époque in many ways 
reminiscent of the “wonderful moment” of the European bourgeoisie 
eighty years earlier. The most striking similarity between the two belles 
époques has been the almost complete lack of realization on the part of 
their beneficiaries that the sudden and unprecedented prosperity that they 
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had come to enjoy did not rest on a resolution of the crisis of accumu-
lation that had preceded the beautiful times. On the contrary, the newly 
found prosperity rested on a shift of the crisis from one set of relations 
to another set of relations. It was only a question of time before the crisis 
would reemerge in more troublesome forms.

Financialized capitalism, however, has restructured core societies as well. 
The productive system in core countries had come under additional pres-
sure as profit rates are being measured primarily by the profit rates in the 
financial sector. The consequences were yet more outsourcing toward 
low-wage countries. Furthermore wages declined or stagnated, spend-
ing for social security and pension funds were reduced. Public assets that 
were socially built up over generations were incorporated into the realm 
of private financial accumulation by commodification: public transpor-
tation, health systems, insurance systems, pension systems, water supply 
and other public utilities, and educational systems. David Harvey called 
this process ‘accumulation by dispossession’ (cf. Weissenbacher 2008: 
102). It has long been evident that financialized capitalism was even 
less sustainable or viable than its predecessor, socially, and ecologically. 
The appeasement of the working class in the core during the ‘Keynesian’ 
postwar period was secured by higher living standards. In financialized 
capitalism, consumption levels—and therefore social peace—was upheld, 
despite wage cuts and increasing unemployment, by private indebted-
ness. Such massive claims on future earnings were dubbed ‘colonizing 
the future’ (Reuten 2011: 53f.). Dramatic for core—periphery relations 
is the ‘imported’ stability via low import prices and inflation. Low-wage 
production was outsourced and left to regulatory systems out of sight 
of the consumers in core countries (Weissenbacher 2008: 106f.). It reo-
pened the discussions on a complicity of core workers with core capital-
ists in global uneven development (cf. Fischer and Weissenbacher 2016). 
Last but not least, climate debts and fruits of economic systems based 
upon carbon energy production and transportation have been unevenly 
distributed.

We have seen that there is an evolutionary process built in the con-
ception of Arrighi. Hegemony is being restructured at a higher level, 
both in terms of territory (from the city-state to the ‘military-industrial 
complex of continental size’) as well as the increase in power and com-
plexity. This evolutionary process, however, has reached its limits because 
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‘the state- and war-making capabilities of the traditional power centers 
of the capitalist West have gone so far that they can increase further only 
through the formation of a truly global world empire’ (Arrighi 2010b: 
368). Consequently, there are no direct conclusions possible from the 
historical experiences to the phase after the US hegemony. With the 
division of economic (East Asia) and Military Power (USA), for the first 
time in history of capitalism, a critical anomaly had occurred: the military 
power (USA) was in debt in East Asia, an ‘unprecedented bifurcation 
of financial and military power’ (Arrighi 2010a: 372). In 1994, Arrighi 
(2010b: 379) had argued the following three situations after the termi-
nal crisis of US hegemony: (1) A new hegemonic regime would have a 
government organization that would come closer to a world state ‘and 
most important, the new regime would internalize the costs of repro-
ducing both human life and nature, which the US regime has tended to 
externalize’. Such a regime would consist of the US and its European 
allies. In case this ‘first truly global empire in world history’ (Arrighi 
2010a: 381) would not come into existence that was able ‘to use their 
military superiority to extract a “protection payment” from the emerging 
capitalist centers of East Asia’ (Arrighi 2010a: 381), (2) the ‘formation 
of a non-capitalist economy’ (Arrighi 2010b: 372) might occur, ‘over 
time East Asia might […] become the center of a world market soci-
ety buttressed, not by superior military power as in the past, but by the 
mutual respect of the world’s cultures and civilizations’ (Arrighi 2010a: 
381). Or (3) ‘a situation of endless systemic chaos’ (Arrighi 2010b: 372) 
may occur. The ‘belle epoche’ of US hegemony had rested

on the synergy of two conditions: the US capacity to present itself as per-
forming the global functions of market of last resort and indispensable 
political-military power; and the capacity and willingness of the rest of the 
world to provide the US with the capital it needed to continue to perform 
those two functions on an every-expanding scale. (Arrighi 2008: 194)

The terminal crisis of US hegemony in Arrighi’s interpretation had come 
already before the global economic crisis of 2007/8, it was marked by 
the ‘bursting of the “new economy” bubble in 2000–2001, in combina-
tion with the failure of the neoconservative response to September 11’ 
(Arrighi 2010a: 384):
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[T]he occupation of Iraq has jeopardized the credibility of US military 
might, further undermined the centrality of the US and its currency in the 
global political economy, and strengthened the tendency toward the emer-
gence of China as an alternative to US leadership in East Asia and beyond. 
(Arrighi 2008: 209)

‘Dominance without hegemony’, Arrighi (2010a: 384; 2008: Chapter 7) 
calls the situation after the terminal crisis of US hegemony. He held, 
however, all three original scenarios possible (Arrighi 2010a: 385). To 
be sure, not all authors from the dependency school subscribed to the 
idea that US domination of global capitalism had been a hegemony 
(e.g. Amin 2017). Clearly, the restoration of global US dominance was 
based on the largest military and armament industry in the world (Serfati 
2004). US dominance was, therefore, called imperialism instead (Hirsch 
2001; Harvey 2003). Giovanni Arrighi died in 2009 and did not live to 
interpret the US administration of Donald Trump. From what one can 
tell so far, the Trump administration does not show interest in ‘more 
favorable conditions for the emergence of a collective Western pro-
ject’ (Arrighi 2010a: 385). The sweeping blows of the US government 
include their allies and suggest that it considers gone the times when 
the US could enforce its interests as one of the greater good: hegemony. 
China is arguably the main target of US’ confrontational stance in trade 
disputes. The US government seems to perceive as peril Arrighi’s second 
scenario, ‘an East Asian-centered world market society [that] appears 
today a far more likely outcome of present transformations of the global 
political economy than it did fifteen years ago’ (ibid.). Consequently, 
the US administration of Donald Trump can abandon the Hayekian 
faith openly. Furthermore, it makes clear that it would no longer accept 
trade tariffs it considered unfair. It has started to use threats as means 
of trade disputes and no longer seems to trust its strength within the 
institutional framework of the World Trade Organisation (WTO). The 
‘America First’-Policy by the Trump administration seems to be an indi-
cator for a change in the core—periphery system regarding the con-
trol of commodity chains (as described in Chapter 8) by the main core  
country US.

The confrontational stance in global political economy makes urgently 
needed international arrangements (e.g. policies countering climate 
change) difficult. The EU in 2019 is a player with severe limitations 
and deficits. Neither does it represent a system alternative, nor has the 
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leading EU power Germany been willing to present policies toward a 
unification of member states under a hegemonic umbrella. ‘Germany 
first’ seems to have been always the guiding principle but Germany (its 
TNC and banks, respectively) managed to become the main exporter 
and a main creditor within the EU. Becker and Weissenbacher (2014: 
16) called this situation an ‘imbalanced Union in crisis’. It is part of 
the weakness of the European Union that Germany was able to defend 
its interest at the expense of the European periphery. While in the US 
debts stimulated global imports, in the EU German credits stimulated 
German exports. When austerity policies and credit stagnation cur-
tailed imports of peripheral countries, German exporters increased their 
exports to ‘third countries’ outside the EU, which was facilitated by a 
low exchange rate of the euro (ibid.: 26). Obviously, this lopsided model 
is frail as well. While the social polarization in the US backed support for 
Donald Trump’s presidency, social polarization in the EU brought elec-
toral success for neonationalist parties (cf. Becker 2018). Pax Germanica 
was a hegemony only as far as the German governments were able to 
hide their interests behind the EU rhetoric of peace, prosperity (cohesion 
and convergence), and solidarity. The German stance against Greece to 
push through austerity in order to save (among others) German banks 
brought to the fore the dividing line in Europe and sent a clear signal 
to supporters of an alternative European Union. The European divid-
ing line has also geopolitical implications. EU member countries from 
the (semi-)periphery belong to those who turn to China for parts of 
their infrastructure investments which may have created new depend-
encies. Hungary and Greece seem to have toned down EU decisions 
which meant to be critical of China (Kynge and Peel 2017: 7). ‘We 
see the world economy’s center of gravity shifting from the Atlantic 
region to the Pacific region’, Victor Orban, the Hungarian prime min-
ister, was quoted as saying (ibid.). The collaboration of Central, Eastern, 
and Southeastern European countries with China was institutional-
ized as 16 + 1 group, ‘China builds a group around the EU’s newer and 
poorer members’ (ibid.). In 2019, the main unifying element within the 
EU appears to be a strong anti-migration stance while underlying EU 
responsibilities in producing migration (geopolitical and economic) are 
basically ignored or sidelined. Migration and asylum issues divert pop-
ular attention from the ongoing liberal economic agenda. Such policies 
largely continue to prioritize national economic competition and growth 
against environmental issues.
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The strongest opposition against EU regulations on part of govern-
ments comes from the extreme European right (partially turning mod-
erate right parties extremist, partially including parties from the extreme 
right, or both): the Visegrád Group states upfront, supported by Austria, 
Italy, and the German constituent state of Bavaria. Liberal, national-lib-
eral, and fascist parties that currently gain ground in Europe do not have 
an agenda of transforming the mode of production and consequently the 
ownership structures in societies. In line with Hayek’s position, neona-
tionalist parties would rather relinquish democracy than the defense of 
private property (cf. Becker and Weissenbacher 2016, for a typology 
of neonationalist parties cf. Becker 2018). Therefore, different capital 
fractions can support pro-systemic parties of various natures according 
to their perception of the degree the relations of productions are being 
threatened. Such parties include, to be sure, conformist social democratic 
parties, which had led some authors to consider the Western German 
democracy as on its way to a one party state (Narr 1977).

Historically it is not a new situation that fractions of capital turn to 
the radical right in order to secure a mass base for the capitalist mode of 
production (cf. the arguments in the ‘Deutsche Führerbriefe’, an infor-
mation bulletin for about 1200 members of German monopoly capital, 
before the NSDAP won a majority in the Reichstag, e.g. Sohn-Rethel 
1973). In June 2018, however, major organizations of ‘the’ German 
business (‘Die deutsche Wirtschaft’) positioned themselves in favor of 
chancellor Angela Merkel of the conservative CDU against its Bavarian 
sister party CSU, which had radicalized the migration and asylum issue 
along the lines of the Hungarian, Austrian, and Italian governments. The 
common open letter (Kramer et al. 2018) to the German government 
by BDA (Bundesvereinigung der Deutschen Arbeitgeberverbände, the 
German employer’s organization), BDI (Bundesverband der Deutschen 
Industrie, German Industrialists), DIHK (Deutscher Industrie- und 
Handelskammertag, the umbrella organization of German chambers of 
industry and trade), and the Zentralverband des Deutschen Handwerks 
(the umbrella organization of German craft’s chambers and associations) 
used an old CDU slogan as heading: ‘for Germany and Europe’ (cf. 
Adenauer 1954; CDU 1995). ‘Politics and society must not grow dis-
tant from each other’, these organizations appealed. They argued with 
the interests of the export industry, applied EU mythology and pointed 
out that European integration had brought Germany/German industry 
(‘us’) prosperity:
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Our country processes 60 per cent of its trade volume within the EU. 
German business is convinced that national solo attempts cause more harm 
than good. Re-nationalization as a response to global challenges is ineffec-
tive. The European Union today is the largest democratic space of free-
dom, peace, economy and wealth – without precedent in history. Europe is 
part of our identity. The European integration process was a success story. 
The idea of peace and freedom, market economy and social balance has 
always been the criterion for political action. It has provided us a life in 
democracy and prosperity. (Kramer et al. 2018)

It seems as if it was the association of family businesses 
(‘Familienunternehmer’) among which one can find the main cap-
ital fractions in support of the fascist party AfD (‘Alternative für 
Deutschland’) that radicalizes the Bavarian CSU even more toward 
extremist positions (GFP 2018). This by no means indicates that these 
fractions are against export orientation. Rather, this conflict seems 
to rekindle the conflict between Adenauer’s and Erhard’s position  
(cf. Chapter 5). The ‘Familienunternehmer’ (2018: 6), who refer to the 
common struggle together with Ludwig Erhard in the 1950s, seem to 
favor a Erhardian position of European integration without any institu-
tional responsibility (cf. GFP 2018).

Endeavors of strategical reorganization in the light of geopolitical 
struggles have started. In this process, competition principles are being 
readapted and newly interpreted. The ‘National Industrial Strategy 
2030 Strategic guidelines for a German and European industrial pol-
icy’ by the German ‘Federal Ministry for Economic Affairs and Energy’ 
(GFM EA&E 2019) point toward a caesura. No longer, German com-
panies appear as—the privileged—natural technological leaders that can 
self-confidentially insist on rules of competition. China and the USA are 
portrayed as locations of new dynamic global corporations, especially 
state-led industrial strategy in China is given credit for its dynamics. 
Under geopolitical pressure, according to the new strategy, German and 
EU competition principles should be revised.

Free and open markets require comparable framework conditions for all 
market players and competitors (level playing field). They are not created 
automatically especially as some states do not play according to existing 
rules. In the interests of its economy, Germany must therefore work inten-
sively on eliminating existing inequalities and disadvantages. (ibid.: 14)
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What may historically have helped peripheral EU countries in supporting 
their industries against predominant German industries, namely national 
plans to protect their own industries, shall now back German industrial 
and strategic interest: ‘The long-term success and the survival of such 
enterprises’ as ‘Siemens, Thyssen-Krupp, automotive manufacturers or 
Deutsche Bank [that] have existed for 100 years’

is in the national political and economic interest because they make a 
substantial contribution to value added and in many cases are also jointly 
responsible for the excellent image enjoyed by the German economy and 
industry throughout the world. (ibid.: 12)

With the fear of losing the dominant export position, the lamentation indi-
cates that environmental and social issues are no genuine interest of eco-
nomic policy makers and TNC. 

In recent decades, […] framework conditions [for industrial production 
in Germany] have altered considerably in part through state intervention 
such as for reasons of environmental protection, climate protection, energy 
transition, and social policy. This has worsened the costs and therefore the 
competitive position compared with countries in which this is not the case. 
(ibid.: 13)

From the perspective of development studies, however, current develop-
ment responsibilities of industrial production would needed to be com-
plemented by historical and path-dependent responsibilities: Economic 
reasoning most often disregards centuries of historical and geographical 
dependencies that have led to privileges and helped constituting com-
petitive positions, e.g. the history of externalizing environmental pollu-
tion, or the extraction of resources to the advantage of industries in the 
global north (with all the human casualties). From a global or systemic 
or environmental logic, externalities and extractions are severe drawbacks 
of industrialization and should be treated as ‘internal’ systemic respon-
sibilities (cf. Poma 2018). Geopolitical considerations of competition 
are in variance with development issues (e.g. following a global ‘Buen 
Convivir’ (ibid.: 253), a living together in a good life for all). In the cur-
rent Arrighi situation, however, (geopolitical) competition is escalating, 
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and core industries of core country Germany seem to try to improve 
their position by turning toward a strategic industrial policy:

1.  The general public shall pay for ‘higher ranking political reasons’ 
(but subsidies shall not be termed as such):

  Where the state compensates for interventions necessary for higher 
ranking political reasons in terms of their damaging effects on competi-
tion, this is not subsidising but restoring comparability in competition. 
This must be possible in line with EU law. (GFM EA&E 2019: 13)

2.  EU regulation shall be changed (in the coincidence to the EU 
Commission’s decision to prohibit Siemens’ proposed acquisition 
of the French Alstom corporation, in February 2019): The report 
urges a revision of competition laws:

  German or European mergers which are useful and necessary with a 
view to the global market frequently fail due to the focus on national 
and regional markets in prevailing law. European and German competi-
tion law must be reviewed and changed where applicable so that inter-
national competition “at eye level” remains possible for German and 
European companies. (ibid.: 11)

3.  The German state shall make foreign takeovers more difficult. The 
German state may prohibit ‘company takeovers by foreign compet-
itors’ in case ‘this is necessary to defend against risks to national 
security, including the area of critical infrastructures’ (ibid.: 12). 
As far as ‘takeover attempts concern technological and innovation 
leadership rather than primarily following the state interest in secu-
rity’, the German state ‘can provide encouragement and support’ 
for the German private sector seen responsible ‘to prevent such 
takeovers by suitable bids’. The fear that such strategic endeavors 
could open the door to public ownership discussions is obvious:

  Only in very important cases should the state be able to act as buyer 
of shares for a restricted period of time. All in all, the stake held by the 
state may not increase in the long term, however, which is why the cre-
ation of a national participation facility comes into consideration with 
the requirement of reporting to parliament on a regular basis about the 
extent of any participation. Taking-over of new stakes must in principle 
be balanced by the privatisation of others. (ibid.: 12)
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Furthermore: ‘The state may never encroach upon business decisions of 
individual companies’ (ibid.: 13).

4.  Re-industrialization policies are urgent, and EU commodity chains 
shall be reconstructed under the control of German industries. 
Industrial production of Germany shall reach a share of 25% in 
total value added. Such a task is deemed

  considerably more difficult for the EU as a whole because the process 
of de-industrialisation is still in full swing in many countries. A trend 
reversal is in the German economic interest, however, as important 
momentum for all countries is to be expected from an industrial renais-
sance in Europe. In perspective, the industrial share in the EU as a 
whole should therefore increase to 20 per cent by 2030. (ibid.: 10)

Furthermore, the control of entire commodity chains (from bottom to 
top production levels) within the EU is perceived to be an important pil-
lar to succeed in global competition. Catching-up in certain technologies 
and repairing disintegrated chains seem important elements of geostrate-
gic considerations:

Maintaining closed value added chains is highly important: if all parts of 
the value added chain exist in an economic area from the production of 
basic materials, through finishing and processing, to distribution, services, 
research and development, the individual links in the chain will be more 
resistant, and it becomes more probable that a competitive lead can be 
achieved or extended. This is why we need a holistic approach and anal-
ysis as to where former value added chains have already been broken or 
are endangered as well as an agreement on suitable measures to prevent or 
reverse further erosion. We must extend existing strengths and at the same 
time launch a catching-up process in areas in which we are better than the 
others. Experience has shown that once “lost” to other competitors, indus-
trial areas are very difficult to regain. This is why we must fight for every 
industrial job. It is misguided to make the wrong distinction between “old 
and dirty” industries and “clean new ones”. (ibid.: 11)

This may sound ironic if one looks at the policies in the EU during the 
last decades, in part discussed in this book. In geopolitical terms these 
advances can be seen as attempts to close the ranks with the EU states 
turning toward China and Russia because the current EU policy was 
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marked by austerity and geopolitical ignorance. German economic policy 
seems to intend a reorganization of its neo-mercantilism at the EU level 
(cf. the ‘Franco-German Manifesto for a European industrial policy fit 
for the twenty-first century’, Government of France 2019).

9.5  the Puzzle of system change  
with Pieces from eds?

In this concluding chapter, I will consider an alternative political econ-
omy, drawing on elements and ideas from EDS concepts. In the realm 
of the crisis decade between the 1970s and 1980s, the recommenda-
tions of EDS were in opposition to the prevailing mode of production 
but remained rather defensive. However, even the suggestions for alter-
natives within the current mode of production, like a balanced industrial 
policy for the EU, were incompatible with EU economic realpolitik.

The European Central Bank (ECB 2015: 31) has expressed its disap-
pointment of the degree of convergence within the EU/EMU between 
1999 and 2014 and identified the key elements of economic growth 
and convergence (still) as ‘technology’, ‘innovation’, and ‘research and 
development’. The ECB (2015: 38ff.) acknowledges the difficulty of 
neoclassical theory in explaining technological progress that ‘appeared 
like manna from heaven’ (Maier et al. 2006: 57). Drawing on the exter-
nalities or endogenous growth model (cf. ibid.: 96ff.), the ECB (2015: 
40) suggests that an ‘alternative way’ is necessary ‘to endogenously cre-
ate growth, and for convergence to be explained in a theoretical model, 
innovation must be ‘produced’ in a separate sector of the economy’. 
This seems to leave responsibilities for financing and producing technol-
ogy and innovation up to the public sector. Therefore, it may be no sur-
prise that ‘[c]ountries that spend more on R&D tend to exhibit higher 
income levels’ (ECB 2015: 42). Within the prevailing logic, that furthers 
polarization.

EDS authors had also discussed re-distributive funding, not as con-
vergence policy but an alleviating instrument to calm tensions from 
uneven development. Already today, EU funding takes an important 
part of some peripheral countries’ budgets, and 34% of the entire EU 
budget is spent for economic, social, and territorial cohesion. Having 
said that, the overall amounts are limited by the relatively small budget 
of the EU. In 2017, the budget (commitments) of the EU (with some  
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500 million inhabitants) amounted to 157.86 billion euro (EU Council, 
n.y.), not quite twice the Austrian budget of 82.14 billion euro with 
some 8 million inhabitants in the same year (BMF 2016). Additionally, 
the current attitude toward the EU among member governments is one 
of budgetary restraints, rather than expansion (e.g. the Austrian govern-
ment that had taken over the EU council chair in 2018 defied an expan-
sive budget plan by the EU Commission, cf. Der Standard 2018). The 
Hayekian universe of a liberal paradigm (and its implications in a post-
modern capitalist context, cf. Weissenbacher 2008) had been engrained 
deeply in societies, so that even left authors seem to have difficulties to 
leave it behind (cf. Weissenbacher 2014). European neo-nationalists 
have been able to fill the void of eroding liberal ideology with compe-
tition on the national level: Fears of social decline lead to voting sup-
port for parties defending the mode of production (cf. Weissenbacher 
2012b, 2018b). Among the neonational right, the impasse of main-
stream economic policies has led to mixed approaches, and acceptance 
of policies closer to Keynesian policies (Becker and Weissenbacher 2016; 
Weissenbacher 2015, 2019).

The crisis of 2008 has brought a reawakening of awareness also 
among social democrats (formerly key actors of Keynesianism) in what 
harm TNC capitalism is doing (cf. the report coordinated by Joseph 
Stiglitz et al. (2019), which was facilitated by the Foundation for 
European Progressive Studies, the ‘intellectual crossroads between social 
democracy and the European project’).

Without adequate regulation and an appropriate role for government, soci-
ety will experience massive collateral damage. For example, there will be 
too much pollution, too many risky financial products, hordes of overpaid 
executives, insufficient expenditures on basic research, and too little dis-
semination of innovation. (Stiglitz et al. 2019: 76)

For Stiglitz et al. (ibid.), it is necessary ‘to make European markets 
work as they are supposed to, with competitive companies striving to 
improve societal well-being, through better corporate governance, 
which includes better executive compensation schemes’. From what we 
have seen in Chapter 7, such hopes in the benevolent capitalist entre-
preneurs may even be more futile than the idea that the egoistic behav-
ior of entrepreneurs will lead to societal improvements. Some hope 
rests on the idea that a ‘European’ industrial policy could be a cure for 
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the impasse of the EU economic situation (cf. Lucchese et al. 2016). 
The solutions are to be found ‘beyond the magic of the market’ (Dosi 
2016), the state needs to take up a strategic function again, for accu-
mulation, cohesion, development of peripheral areas, and geopolitical 
reasons. Guarascio and Simonazzi (2016: 318) suggest even returning 
to an old development policy: ‘A policy of “import substitution” (tar-
geting for instance imported inputs) could be effective in strengthening 
existing industries, removing bottlenecks, filling gaps in the productive 
structure and supporting firms’ upgrading and participation in high-
value chains’. Furthermore, ‘[r]egional policy must not be a side action 
to, but must be an integral part of National policies on industry, infra-
structure, welfare, research and innovation’ (ibid.: 317). Lundvall (2016: 
270) agrees with the need of transformational policies in Europe that, 
above all, emphasize the needs of the European periphery but cautions 
that the German-led EU response to the crisis (‘each single country 
should become competitive through austerity policies’) and the ‘refugee 
crisis’ that ‘added a new kind of popular nationalism’ made a ‘revival of 
the idea of European-wide policies’ unlikely. For Italy he suggested—due 
to a European lock-in situation—an Italian ‘national plan for economic 
transformation that gives priority to specified social needs, promotes spe-
cific new technologies and emphasizes that the South of Italy requires 
a boost in terms of knowledge based manufacturing’ (ibid.). Aiginger 
(2019), finally, argues that necessary environmental and social policies 
should be prioritized against traditional industrial policies.

All such suggestions appear radical in the neoliberal context of EU 
policies during recent decades that treated strategic state investments 
and industrial planning as curtailing the efficient workings of market 
forces. However, even if the current distribution of power between pop-
ular classes and TNC allowed a dramatic change—e.g. a new regulatory 
framework of national banks and the ECB in terms of financing indus-
trial policies, the contradictions of the mode of production would not 
disappear. From an EDS perspective, a post-capitalist paradigm needs 
to be established. As long as the motive for production remains profit, 
a reorganization of production, consumption, and distribution will be 
difficult. It is not only persistent uneven development and socio-spatial 
polarization that call for more radical alternative policies. The conse-
quences of capitalist production on the environment and the earth’s cli-
mate system have been sidelined for decades. What has been formulated 
as ‘selective self-reliance’ and ‘development from below’ are conceptional 
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references that can tie in with contemporary frameworks inclined to 
tackle both, socio-spatial polarization and the causes of climate change. 
Capitalist production externalizes real costs of resources, human labor, 
transportation and the consequences of production (e.g. green house 
gases). In a price competition that does not reflect such externalities a 
regional production often cannot survive. Such harmful consequences 
of the prevailing competition principle have led to suggestions of defin-
ing competitiveness as the ability of a region to achieve societal goals 
(Aiginger 2019: 104). The idea of self-reliance, however, goes well 
beyond that and replaces competition with cooperation. It aims at avoid-
ing penetration from others and penetrating others.

More than four decades after the first report to the Club of Rome 
(Meadows 1972) and the Cocoyoc Declaration (1974), what the latter 
termed the inner (social) and outer (environmental) limits of the global 
economy have been continuously ignored. The challenge that cannot be 
ignored, however, is climate change. Surely, peripheral countries have 
less means to prepare for and counter the consequences of global warm-
ing but people in all countries will face the consequences. The earth’s 
atmosphere cannot be substituted and abandoning earth is an unlikely 
scenario, even for the super-rich.

Immediate measurements to counter an increase in global warming 
can tie into self-reliance thinking, namely decentralizing production of 
renewable energy, food, and durables. Consequently, transportation (and 
the implications of energy use and pollution) would decrease. Use value 
would gain importance in such an economy combined with reusing, 
recycling, and repairing of products (‘repair economy’, ‘circular econ-
omy’) and the implications for regional production (longer product life 
cycles, regional linkages) and a growing service sector. Infrastructure 
investments would also serve regional linkages and not support export 
industries (quick import of pre-products and intermediates, export of 
production). Technology would focus on (regional) societal needs, 
Galtung talked of re-inventing existing technology in order to learn 
important techniques and procedures regionally and increase independ-
ence from outside owners of technologies. Educational institutions, 
schools, and universities, would provide a basis for regionally adapted 
technologies. Their interregional and international networking could be 
seen as the antennae for innovation and technology. Last but not least, 
production and consumption must be reorganized. EDS authors called 
for democratic and participatory economic systems. Clearly that touches 
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property relations, e.g. the need to prevent single regional or national 
economic actors to gain roles of monopolistic producers or monopso-
nist buyers as a consequence of cutting dependencies to the outside. 
Calibrating a mixture of publicly owned companies (strategic indus-
tries, e.g. large energy producers), and companies owned by workers 
(self-management) or private individuals will belong to the most difficult 
endeavors. Large financial institutions (development funds, development 
banks) are among strategic industries which support regional develop-
ment endeavors.

Such basic strategical elements of an alternative political economy 
shall not imply that there was a recipe for self-reliance. Regions and 
states do have a variety of different development paths and dependen-
cies. All of them face, however, the challenge of pursuing an alternative 
non- or post-capitalist development path in a capitalist EU surrounding. 
In order to reduce the grip of functional integration into international 
division of labor (‘function’) on the development of a society (‘terri-
tory’), the actual spatial entity of alternative activities may vary but will 
mostly depend on historically grown experiences. In emergency cases 
(like the consequences of the EU/Troika policy toward Greece), sponta-
neous alternatives decoupled, from grown political-administrative struc-
tures, will have to fill the void of disintegrating state functions. Often, 
the existing democratic structures need to be defended and expanded, 
which make nation states and regions with some political-administrative 
structures and jurisdiction likely candidates for larger alternative endeav-
ors. Alternative regional governments, however, may be restricted in 
their room to maneuver if the national governments and parliaments are 
in opposition to alternative policies. National governments that break 
new grounds will face all kind of systemic pressure. Seers had pointed 
out that European integration from the very beginning was constructed 
to avoid transformational systemic changes by left governments. To 
a certain extent, member governments may be able to use their vot-
ing in the European Council, today, as a leverage to pursue alternative 
development paths. Having said that, alternative governments will most 
likely be in a position of weakness. Seers had already warned left govern-
ments of foreign indebtedness which could work as an outside leverage 
against alternative policies. The situation has worsened ever since. It is 
the bitter irony that the accumulated foreign public debt in many coun-
tries is (a) a systemic debt due to crisis policy-making (‘safe the banking 
sector’), and (b) will hardly ever come close to the Maastricht criteria  
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(for Italy cf. Weissenbacher 2019). If a country is member of the Euro 
zone, the leverage is particularly strong, as the case of the Syriza gov-
ernment’s attempt of a Greek deviation from EU regulation had shown. 
Depleting a country of currency in circulation will bring it to the verge 
of collapse. Issuing a parallel currency (government certificates for circu-
lation: IOU) may be one emergency measure that presumably had to be 
accompanied by a nationalization of strategic industries (energy, public 
transportation, water supply, banks, …). Already these aspects of a trans-
formation shock will pressure a government. Only huge popular support 
that goes well into a country’s elite may give it necessary backing by the 
state bureaucracy. For all ‘antisystemic movements’ different class inter-
ests (national and transnational) will constitute major challenges which 
Poulantzas or Latin American dependency thinkers (e.g. Cardoso and 
Faletto, Sunkel) had tried to grasp. Soja emphasized a horizontal and 
vertical class struggle.

The Syriza government of Greece had received no solidarity by other 
EU governments. The signal was clear and may have paved the way to a 
Greek diversification of foreign (economic) policy (e.g. the 16 + 1 group, 
cf. Chapter 9.4). Dependency authors had called collective self-reli-
ance a solidarity and collaboration of antisystemic governments that 
would imply a balanced division of labor in terms of industrial produc-
tion. Seers formulated a vision of a kind of Community self-reliance that 
might lead to a European alternative to the capitalist world economy.  
A national government acting alone, however, will certainly have to 
set its sights lower and have to pursue a more defensive project (even 
more so a regional government). While EDS concepts have never aimed 
at autarky but a preferential use of regional resources and human abil-
ities, such policies of ‘selective spatial closure’ meant to reduce socially 
and environmentally destructive products and services may be preceded 
(or swept away) by a transformation shock. Import dependency and a 
dependent position of a country’s productive sector in the European 
commodity chain may lead to bottlenecks in supply. Consequently, EDS 
approaches emphasized a gradual transformation.

Having said that, from an alternative EDS perspective, system trans-
formation would need to go beyond betting on convincing TNC to 
accept environmental and social priorities. It’ll be important for popu-
lar classes in societies to regain empowerment regarding planning and 
public property in one way or another. It seems essential to shake off 
the ideological shackles of the Hayekian past that leave planning and 
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controlling economic endeavors to the realm of TNC’s (virtual) space. 
First of all, it seems unlikely that the current state of media concentration 
and lobbying would easily allow the implementation of ‘rational’ policies. 
This touches the issue of private ownership and decartelization but also 
democratic policies of citizens’ participation. Distribution of informa-
tion should be (democratically and participatory) organized via a public 
infrastructure, e.g. citizens and companies would use publicly owned and 
controlled networks instead of Facebook and others. Having said that, 
participation will remain a buzzword if citizens do not have the opportu-
nity (e.g. participatory budgeting) and time to participate. Participation 
needs to be learned and practiced. Such participatory systems need to 
go beyond the practice of sending members or followers of political par-
ties into the realm of public companies. Friedmann’s ‘life space’ needs 
to be recovered from domination by the ‘economic space’, participation 
enabled by reorganization of work/activities and wage labor. Systemic 
industries and services, however, need to be in public, democratically 
organized, ownership in order to secure standards and prevent com-
modification and private monopolies that can pressure societies: public 
transportation, public utilities (energy and electrical power supply, water 
supply, garbage collection systems, etc.), hospitals, and education. To be 
sure, public ownership of such industries is neither unusual nor new, it 
belongs to the success story of neoliberal ideology to spread the notion 
that public ownership was inefficient. Having said that, public ownership 
does not mean alternative policies as long as the mindset of the mode of 
production remains unchanged (e.g. national oil and gas industries that 
are not supportive of a clean energy transition, cf. Pollin 2018: 19f.). 
Last but not least, the entire system of financial services and banks needs 
to be (again: democratically and participatory) reorganized under the 
premises of societal and systemic considerations.

Secondly, the overall prevailing logic of production for profit (ignor-
ing externalities) builds on the idea that anything may be produced as 
long as it reaches sufficient exchange value and demand on world mar-
kets. Even if one peripheral country found a niche for export produc-
tion, that would not solve its overall problems, and moreover could 
hardly work as a blueprint for all peripheral countries. Alternatively, 
social and environmental concerns would have priority in a reorganiza-
tion of production, consumption, and distribution patterns. A reconsid-
eration of production motives would shift the emphasis from exchange 
value toward use value. The ‘external’ parts of the costs of production 
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and consumption—transportation, resource inputs, pollution, energy 
use, and all social costs—would be internalized. If these aspects could 
be reflected in a price mechanism, it may be one pillar of changing con-
sumption behavior in the core with immediate consequences for people 
in the periphery. (To be sure, such a caesura of traditional economic rela-
tions will have short-term negative effects—the reconfiguration of trade 
patterns with the disintegration of commodity chains, which is why com-
pensation seems even more important, see further below.)

However, emphasis on much longer life cycles of products in a com-
bination with a repair economy would expand regional production, 
employment and ‘linkages’, and serve also environmental goals. Aspects 
of such a new economic model have been introduced with the model of 
a ‘circular economy’ (meant to replace the traditional ‘linear economy’). 
It is difficult to see, however, how a model that would revolutionize pro-
duction and consumption patterns and culture in such a way can be pur-
sued within the logic of a prevailing capitalist mode of production. One 
prominent author of the circular economy, Walter Stahel (2019), seems 
to assume inherent change was possible, despite the fact that in a mature 
circular industrial economy ‘the use value [would replace] the exchange 
value as the central economic value’ (ibid.: 16).

Thirdly, historical privileges for the core need to be acknowledged, 
from expropriation of labor (e.g. compensation of wartime slave labor in 
Europe or today’s working situation in the global south) to the extrac-
tion of resources and the historical ‘climate debt’ of polluting the nat-
ural environment). Compensation funds and democratic sharing of 
technology could support self-reliant development in the periphery, 
alongside distributional efforts within core societies as well. Fourthly, 
the high productivity of TNC capitalism has led to fractions within 
waged work employees. A handful of workers-experts are needed to 
run a high-tech production factory in modern steel industry, and only 
partially jobs are transformed into back office and infrastructure ser-
vice jobs (cf. Becker et al. 2018: 7). ‘Increasing productivity must not 
be achieved primarily through higher labor productivity, but by promot-
ing resource and energy productivity when unemployment is already 
high’, argues Aiginger (2019: 105), and adds: ‘That may sound dirigis-
tic because it might require information that the state does not have’. 
Or anyone else, one might add. Meanwhile ‘the state’ in TNC capital-
ism makes all kind of decisions. Where large low-wage service sectors are 
politically created, like in Germany and Austria, socio-spatial frictions 
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and polarization are the consequence. The contradiction of capitalist 
production are obvious: fewer people can actually produce commodi-
ties but the distributional reality makes it increasingly difficult for many 
to participate in consuming them. For the time being, frictions in core 
countries have been postponed, because real wage reduction and auster-
ity has been shouldered by workers in the European or global periph-
ery who produce, under conditions largely ignored by core consumers, 
low price commodities, and therefore stability in core countries (cf. 
Weissenbacher 2008). Furthermore, real working time reduction has 
long been reality in core countries, it is called precarious or involuntary 
part-time work. Distributional solutions need to follow, in a first step, 
the societal employment reality, and pay full wages for reduced working 
hours. Consequently the entire edifice of employment/wage labor versus 
work needs to be negotiated anew, in order to free personal resources for 
participatory societal, community, and family activities (cf. Haug 2014). 
Such changes could reduce socio-spatial rivalry (in the absence of exter-
nal powers that wanted to defeat such a solidarity system).

What seems to have lacked in the past was the ability to enable and 
participate in a political process of implementation and transformation. 
EDS scholars were not successful in the sense of Johan Galtung’s (1977: 
64) philosophy of science: ‘Empirical analysis is indispensable but should 
be seen as highly truncated’. Galtung rejects ‘empiricism alone, as car-
rier of the definition of scientific activity’. ‘A good theory’ goes beyond 
accounting ‘for empirical reality, but […] leads to the realization of a 
preferred potential reality’. ‘Action research’ in his definition was belong-
ing to normal scientific routine:

Science is not only critical and/or theoretical reflection on reality […]; nor 
speculation on potential realities axiologically or theoretically defined and 
how to get there. Science is all this, but also the practice of changing real-
ity, of creating new reality. Action is needed, and if this action involves a 
power component, then political action is needed. (ibid.)

The odds against transforming the mode of production have not 
improved. The level of centralization of control of capital and the 
over-centralization of surplus generalized by monopolies/oligopolies 
produce an unbearable situation for the majority of humanity, argued 
Samir Amin (2017), one of the dependency gang of four (Amin, Arrighi, 
Frank, Wallerstein). ‘Capitalism cannot walk out of capitalism’, Amin 
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(ibid.) summarized the contradictions, but no revolutions were in sight. 
‘Revolutionary advances’ were necessary, however, to build capacities. 
Such advances he considered less and less realistic in the global north: 
‘revolutionary advances will happen in the periphery’ (ibid.). EDS 
authors who formulated concepts of ‘development from below’ or ‘selec-
tive self-reliance’ were equally assuming that such concepts were perti-
nent for regions less in the clutch of core based commodity chains. Such 
peripheral regions are disconnected from the privileges of the core, have 
less to lose and are less important for the maintenance of the overall sys-
tem. The more decoupled a region was, the stronger an organizational 
structure of ‘self-reliance’ could become a strategic necessity (cf. Stöhr 
1981: 3; Friedmann 1986: 205).

Yet neither in core nor in peripheral countries, revolutionary changes 
are very likely. In peripheral countries and regions, they can be seen as 
a defensive strategy, but the global context cannot be disregarded. EDS 
authors had expressed the limitations of the established democratic 
electoral systems in order to initiate a transformation (of the mode of 
production). Elements of direct democracy, work place democracy, and 
social movements were seen as important. Today work place democracy 
will have to be organized within a broader context of restructuring pro-
duction and consumption. High productivity in core and semiperipheral 
countries shifts employees into service sectors (e.g. care ‘industry’) or 
precarious employment relations. Chronic under- or unemployment in 
the periphery leaves many outside the formal employment sector.

Dudley Seers had put his hope in electoral successes of left-wing par-
ties that might enable alternative developments, and construct some-
thing like community self-reliance of a ‘true’ integration. But liberal 
party democracy has been incapable to respond adequately to social and 
environmental challenges. With the changes in contemporary capital-
ism, transformation movements need go beyond workers’ movements 
and also challenge the party system. World-systems theorists had talked 
of antisystemic movements (e.g. Arrighi et al. 1989). Gaining legisla-
tive power in an electoral process is an important but not sufficient task. 
Wainwright (2016: 82) talks of ‘transformative power […] distinct from 
(not opposed to) electoral politics’: movements outside a party (there-
fore also extra-parliamentary movements) need to keep their own and 
essential role. Radical parties using ‘power as transformative capacity’ 
need to pose and answer systemic questions that seem familiar from the 
EDS context: ‘Production for what purpose? With what technology? 
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With what environmental and social consequences? And drawing on 
whose knowledge, with what relations to its workers and users (ibid.: 
98)?’ ‘The contradictions for any radical government’, write Panitch and 
Gindin (2016: 54), ‘will include responsibilities for managing a capital-
ist economy that is likely in crisis while simultaneously trying to satisfy 
popular expectations for the promised relief, and yet also embarking 
on the longer-term commitment to transform the state, i.e. not push-
ing the latter off to an indefinite future’. A possible way to prepare and 
develop such transformative capacity sounds like an echo from the EDS: 
A ‘revolutionary gradualism’ (Wainwright 2016: 99) shall start at the 
community or regional level in order to improve skills to organize polit-
ical-economic systems and participatory self-management skills (ibid.; 
Panitch and Gindin 2016: 55). After neoliberal rehierarchization, a com-
plete restart will be necessary (one example: universities). Participatory 
budgeting at the communal or district level may belong to such efforts as 
do transition initiatives. The international movement Attac advocates in 
its ‘transformation paths for a “good life for all”’ (Strickner et al. 2017: 
249ff.) more democracy in economy, society, and the political system. 
Concepts of workers’ self-management (Wolff 2017) or participatory 
economics (Albert 2014) focus on alternatives to hierarchical economic 
decision-making.

Possible traps along the way must be discussed (Gindin 2016) and 
studied (e.g. the Yugoslav case, Weissenbacher 2005). The immediate 
confrontation will be with TNC that have gained more power since the 
days of the dependency schools. ‘In many countries, self-reliance would 
also involve increasing national ownership and control, especially of sub-
soil assets, and improving national capacity for negotiating with trans-
national corporations’, Dudley Seers (1979 [1977]: 27) had argued in 
1977. Today, the necessity to take up this challenge is again acknowl-
edged. ‘Breaking the power of corporations’, writes the authors collective 
of Attac (AutorInnenkollektiv 2016: 248), ultimately means replacing 
the capitalist economy with another’. ‘Ultimately’ means in the European 
context also building a new and alternative European integration (cf. 
Attac 2017). Among EDS authors it had been clear that the European 
integration was not a construction fault but result of a power struggle 
that engrained liberal structures into the regulatory framework, making 
it an ‘institutional laissez-faire system’, which ‘would make it difficult for 
any really left-wing government of the future to exercise controls and 
carry out far-reaching social changes’ (Seers 1982: 4). The alternative 
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‘Community self-reliance’ (Seers 1982: 12) that would establish solidar-
ity among the people of Europe and beyond seems far away. The pol-
itics of the Troika was more reminiscent of what Constantine Vaitsos 
(1982, 244f.) predicted if the mode of integration was not changed: a 
neocolonial Porto Rico-scenario for Greece and Portugal. Meanwhile, 
the Arrighi situation creates new dynamics. It is more and more difficult 
for Germany to mime the benevolent industrialist and present German 
interest as beneficial for the entire EU. Neonational governments break 
away from the political consensus while German industrial interests seem 
to swap German neomercantilism against an EU neomercantilism under 
German leadership. The German position seems to shift further from 
hegemony toward domination, which would not increase the room to 
maneuver in peripheral countries. Increasing indisposition with this sit-
uation may open, however, leeway to re-format European integration 
toward a Community self-reliant project. After the lost decades of EU 
development, the Community self-reliance needs to be more radical than 
envisaged by EDS scholars, initiating a socio-ecological transformation.
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