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The point of departure for this analysis 1s a simple

conceptua) izaLion ol  an economy as div ided into an internaf and

an external  sector,  wi th the internal  sector d- iv id.ed- into a

formal and informal sector. and the formaf sector d-ivided into

a. pubi ic and pr ivate sector.  l l t is  provides the sct t ing wi th in

which economic cycles l inking,the nodes of  nature,  product ion
t t  )

and consurpt ion can be locatedl 'The three sub-div is ions of  the

economy ment ioned are basic to the reasoning be1ow, and they

would have to be d-ef ined -  another quest ion is how much is gained

by very precise cte- l in l t iors.  For the present purposes the fol i -o-

wins'  wi l l  do.

The i -nterna]/external-  d ist inct ion is essent ia l lv  one of

marginal izat ion:  the internal  sector is given f i rst  Jfacs t reat-

ment,  Lhc exlerrraf  sector is given second class t reatmenb. The

externaf sector is the part  : l  the cconomy cn ,or in,  which one br ies

to duntp t l ie negat ive externaf i t ies:  the internai  sector ts the part

of  the economv in which one tr ies to accr,mufate posi t ive external i -
/o\

t ieS. 'Thus. economic act ion in the internal  sector r i i l l  be more

considerabe .The v-Lews and perspect ives,  even the non-art iculated

needs of  the other party wi l l  be taken more into accor lnt ,  whereas

the moment the externa' l  sector is a part  of  the economi-c cycle

such considerat ions wi ]1 play a very secondary ro1e, i f  any role at

al l .  Tn general  the external  sector can probably be said to be found

. i -  +1--^^ 
- ] -^^^.  

i -  ^-^. . i^1 -  neanino fhp -  
- , . ,ar  n l :c-o- inafq_Ll l  UI l IUC UfdUU-.  a l  I  D'JUIdf  

-UAl 

C. . - rLet-rr |  L-ru -  -  vJgJ Lf4J-gD t  ! l IU

d i  nc * .ho nnnl  p l r r i  q l  'urtrb ulru I / r  vf  L vol  f  a u t
i  n e"eo-ra.nh'  -a I  inp co i  -  the sense of  the

ner i lherv of  the nat ion-state consid-ered- and in the sense of  the

ler iphery o-t  the u:r ld econonic sysbem, nea'r ixg for  af  I  pract ical

purposes the Third wor.Ld countr ies.  We shaf 1 general ly pick up the

third of  these interpretat ions meaning that the dist inct ion inter-

- tn- r  /nv*arro l  nn,r-Lra,  nn'T^cnnnr ic fe the dlst inct ion t r i rst  wor ldt ta! /  wL us! f@f !vu6i  r r  eDyvf,rur

/  ̂ -^-  \  _.(OECD) versus Third worl-d- countTies, as a f i rst  approximation.
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Tkre for i laL/ infcrmal c l is t inct iou actu_a1iy does not

refer to formal ized versus non-formal ized sectors of  econonic beha-

viour.  The' lnformal sector" is u ' rongly named: the plunrber and the

dent ist  who decid-e to exchange staking up tr i lets for  f i l_f ing cavi-

t ies wi l l  sooner or fater agree on the terms of  t rade, neaning the

rules of  exchange. Tkiey rnay not put i t  cn paper,  however.ArC that

is certainly a character ist j -c of  the formal sector:  not  only are there

n-rles of economic behaviour, but the rufes are knowable and" knoun, and

elp.l iei_t ; and the language in which the ruf es are written is the

language of  pr ices.For our purpose the form. i f  sector can actual ly be

Jef ined residual ly by def in ing f i rst  the j -nfcrnal  secbor as c-n.pr is ing

the fol lowing two or three ( t t re last  one is added with some doubt)

U@ Ug<V! JgD .

-  nrnr l r rn l inn l r r

-  nrnr i r rn* i  nn fnr
P! vuuv

-  nrndrrnt inn fnr

r f r t^- i  ̂  -^^--  
+t-^+

! r1!  D r l lq4l I -  Ut tA U t

to what in other

nf dorrol  nnmonf l l

seff-corsumption ;  not  for  exchange , for  reprodrrct ion

exchange; but lor  barter,  not  monet i ,zed

exchange, nonet ized ;  | 'ut  - [or  f  oca] econonic cycles.

roughly,speaking, the infcrnel  sector coruespond_s
(<)

contextd ' i {as been referred tc as the I 'green pole

the meso- and mj-cro levels of  social  organizat ion.

The publ- lc/pr ivate dist inct ion refers to the fornaf sector
-  ( , t \

afone, and to what in that  other context- ]1as been referred to as the

"red- pole of  developmentrr  and I 'b l r re pole - f  Jevelopment" respecbively,

depending on whether the sbate or n)rr-state c)r .pfrat ions olay a do-

minant rofe in the economic act iv i ty considered. Just  as for  the

inLernal /external  ar ,d forma -- f  intornal-  , l is l  inc 'b i :n;  t l re publ i  cfpr ivate

d- ist inct ion should be seen as a cont inuum rather than a dichotomy,

as a quest ion of  nore or less rather than as a quest ion of  e i ther-

or.  Brt  analyf , tcal ly r , re shal- l  neverthel-ess t reat them as d. ichotomies.

I t  should also be remenbered that these categor ies are not mutual ly

exclusive:  there are fots of  impl ic i t  ru- ies in the formaf sector,  f r iend-

ship t ies,  etc.  just  as there are expl ic i t  ru les in the informaf sector.
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fhus, an economy fooks as foflows with its sub-d-ivisions:

Table 1. Th.e subd-iv is ion of an economy in six sectors

i
t f

l l^ l fCr-rn( i l  j
t !
t t
t l

--'-_ r'--- J__ --_.-*_,--*J

/ - .  I  .  ,  \
(We get only s ix;  the infrrmal-  sector is not spl i t  publ ic/pr ivate).

In the forrnal  sector of  both the internal  and external  sectors

wo heVe n1 t  the I tR-C-|  t f  i : . fp" l  er t -  th^ fophn1r--?f  i  
-  

jh+^@^+: 
^-  ^fer!  - -avu yuu ,  u. ' r !  r l luqSraurvfr  v

iha hrr?6. rnr.ar,  6f  f .he nrrhl  in canla- 11-o a -7n^%2 t i  rn r f  tho nr i  -UIIU UUIYAqWLAWJ UI Ui ig }JUUIr u rsL Uvr t  LLls L , l  VVr-.  L-  . -  Jr-L }J l f

vate secto:  F.nd. the i r te l t igentsia at  the d-Lsl :sal  : - '  i : rh , f  la6p.\) i

As the intel  l isentcir  iq nroniqpr--  ^-^^;- ' l  
j - ' i - -  jn +;o n-- .dr tn i i  rnnu urre rr f  vufrr6ul f  u- f4 r-  [Jrsvf  Ds]J DPvvraf , r r r l f6 rLr ut tY I r !uquu Lru

of ernl ' i  r : ' i t  n l les.  thorr  hrr  del in i+j^-  -+;^1 
' lpr l  

1r  f - r rcr jO-.al
Jr uAlraf  ur  u ruruD t  ULL=.y uly usrr l f r  u Lwrr qLv yaL uau4ro! f .y - \L-v -- ! - -J

in the formal sector and have fess to offer in the informal sector.

Let us then look at the relat ionshi 'p between the sectors

rq awnh:nrno 16l l l l  i^h- ^+^-+:--  , . , i *h * l ' rn r- tT1 \o/
-  - - -  u!vrro )  .  vaL urrr t )  wr urt  u i rY 1lrLrau/ pf lvate dIS t I : lC1,IJn.

l

- LJr);+;eci, prrc'tr-rr'e t'- -
ex.r €,fri5lt <ix r>6ln:-, 6'r-1 - *..

irl-i(lrrr crl con-sbr;cl rat, c,n \\
ln icCr-s*r t : ( - - t : r€-  \ ,t rQclq ' f ive- e.x+C:rn<:r l ;+;es * \

SFtirrr q te_ $.-lCar.a /-rte-e.

"ii;;6:*-a-.,;1, 
o;;^;i

pri i3Ll ( P|Qt'-.-'z\-I-ts]
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Tl^o exchanr"e relat ion is seen here as sonoi ,h ino that has been

evolv ing over a long per iod. ,  in the West part icufar l -y s ince

+h^ ^n^?+^ha^ ^r  the State and bhe corporabionr s&J ea-r ly l6thLr ru gr |grFgr iug uf  ur  rs J va oc artu uirg vv r  Pvr cL aLwtr)  

/  a \

century 1n places l ike France and the Ott  )man -BnpirL?/Ob,r ior" ly,

the pr ivate sector pays corporaLe taxes Lo the publ ic soctor,

^h^ , , r^^+ +r. i^ , ,  -^t  in return is considerable:41IU Wri4 u Ul ls.y 6s

(1) - a uni f ied market in the nat ionaf lerr i tory,  meani-ng that
whatever is prod-uced is n 'arketabfe af f  through the area
wit | -  the state regulatrng the compet i t ion;

(Z) -  externaf expansion, mezning that the publ ic sector puts at
the disposaf of  the pr ivate sector the mi l - l tarr-r  the foreign
service,  technicaf  assistance and other agents cf  external
erpansion and control  in or. fer  to secf ,67 gvnar<irn r i  *ho

market;
/ - \
13) -  internaf consof idat ion.  meaninq that the publ ic sectcr  puts

at the disposal  of  the pr ivate r*ctor lhe pol ice and other
agents,  part icular ly to contrc l  i , 'orkers"ur,rest t '  I

(+)-@rgmeaningthe| ' , ta ls- , . - . |emat indiv iduafan' .L
nrr l r l in larrolq need.ed for the pr i i , ' ' te sector to operabe

within the nat ionaf terr i tory and beyond: scj-ence and technologl ' :
/ -  \(b)  -  nega.t lve externaf i t ies.  rneanLng t . l ' . t  the bi f l  for  nega.t ive

-consequelc^s (costs)  o l  ec :n ,n i  l r , - :  : ' . - i t ies incur: :ed by
the pr ivate sector,  but  nct  p: '1 i : :  i ,  them, r^r i l l  Lend to
be picked up by the publ ic sect : r  (but ,  a.1so pushed onto the
informal sector)  I  cuch as ecol  ogical  imbalances, somat ic
and mentaf cliscrc erS , rrn€rllrr1o;rnnent, etc . I

(6)  -  u- I t imabe zuarantee. meaninf l  that  i f  there are problems i r
the economy the.publ ic cecbor can place orders ui th the
pr ivate sector (eg. prorrLoLing i ron and steel  induclry cJ
order ing canons and canon-bal ls,  text i le ind-ustry L7 ,r ;er tng
uni forms),  in other words kelrnesian measures :  and i f  real
bankruptcy should come thc public sector can al so al-,sor:b
unemployed ancl unemplcyable viorkers and manag€r.:- as scldiers
ant l  : f  l icers,  resnect ivcl  - ; ,  in an l rmy -  t r  - t i l .er  p la ces.

f  n senera. l  ternS i f  i  e s1^ r- ' l  r i  .  a Seen aS a:-  e7c' : -ar ;"e rel  a. t i  or  ra. thef

favourabl-e to the pr ivate sector,  r , re l l  w:r l r^ paying some taxes for -

brt  the pr ivate sector,  probably due tr  m-. . r .c | -  bet ter  publ ic relar i ; : -s?

t .ec 'T ' r  ' i  r ; req L]^ra ' t f rh tLe eent-rr ' ies t l -a.-  tLe n- 'h l  ic  eonJ:tr  \^Fs l ' : , - j  r -as

managed to make very many people i :o bel ieve otherwise: ihai .  i i -ey are

taxed to the bone and receive nothinE in return.
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The relationship between the fornal and informal sectors

can probably be formufated refat ively sinply :

1..
. .4 l , l l

t, : '_,.-)-1.''

, '  
. :  

, ,n,7

J.jC:: fi?p.14\ L-

'- ''1- :'' ,,
tta'

"-.i" \ t"J f:A R I-, i A.L-

//^/ '^ \ '_/- ;_/
. -  y1

-. /  ,L. .

kc\-'
\Srrio"rrCi

{)r} {or P

This presupposes an informal sector which is not sel_f-su-f f ic ient in

producing goods and services. rn r ich countr ies what happens is "only"
that hurnan beings are clad and fed and afso to some extent emotic-

( t \
na11y taken care of l  in other word-s reproduct iod. '  l lhe prod-act ion parr

takes place in the formal sector and some of the good-s/services are ul t i -

maiely distr ibuted to the informa] secLor for  consumption. There is

a precise formaLrzation of the inputs to the formal sector from the

informal sector,  i t  is  referred to as " fabour ' r ,  as there is also a

precise formal izat ion of  the output f rom the formal sector.  But what

goes on in the informal sector is referred to as "subject ive'r :  con-

qtrmni: inn iq orranrrhodr i ls  nr- i r rq l :o m.f  l -an nnr l  ^- l  *hnrroh fhara io oDui l r !  uf ,vr l  rJ e v elJ uvuJ "  r r r  va uu rr@ u usr t  ar fu df  uf  lu46t l  u l  Lgf  v aD d,

logic of  reproduct ion i t  is  rarely made erpl ic i t ,  and there is a c lear
fq\

resistc-nce agr inst  nonet iz ing i t ) . ' 'The monent something 1eclmes :r .Jnet ized

and in addi t ion control led by the publ j -c t r  pr ivate fornal  sectors

i t  ceases belonging to the inf t rnel  secL-: ' r l l - ich is ' : ren shr i r :J<ing further.

The problem now to be anafysed is the relat ion between the

internaf and external  sectors in a cfassicai  imper ia l ist  economy;
(q\

in other word-s in the Old International Economic Order\/ the relation

can also be und-erstood as an exchange relat ion,  but again as a

hi ohlw aSrrmmet- i r -  ^r  
;neopal  nne-as c lcar lw qeen , . rhan ^n^ n-^^^^dS

yr vvL \

n-^r ^-  1- ."  { ' - -+^- , i  n^. t . .^+. i  ^h f l .n^{ i^n i6^t- . ,1 ;^-  +v.^ 
--^r . .^ tsrauLUr 

"J , to\uvr 
r f , r  a P!vuavurvlr  r*arL ufvrr t  rLrvf  uqrr16 urrs Prvuuu

t10 )
themselves'  : '
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Table 2. As.r,nnmetric exchange between internal- and external sectors

f**----** i  - f  - - - - r
i I f'rom external i l'"or internal i
i  i  +^ i -+^--^r  a I; : to internal I to externaf i*.---""*-;-* ---."*-*{

i !
1, tNature j raw rnaterials : waste products ;

r ' r^n ' i r^ l  '  ienOSitS-n-nFi-S i  inrrpq. j  menf Iv4}Jr u@1 ugIJwD! ua t  IJ!  u_ r  v-

Labour ; bod-y drain, cheap i excess fabor :
labor in si tu

Research

Prod.ucts

brain d.rain, cheap ,
research in s i tu i

qom-i  -nrnnaqqar l  cnnr l  q :

sale of  technology
or-npr i  mantq

nrnna q cod ennr l  o
6vvuu

and services i  and services
I

This shcufd be seen more as a socio-economic than as a geographical

nap defining the sectors by the type of exchange vihich, in turn,

dist-r ibutes the posit ive and negat ive external i t ies.

Tl^|q- t l .ero : -F ' . .^  ! - - .  ^  ^r-  r } . i  nrs r"o. i  ns on iha. t  whiCh the internali  ,  -ur  t  u.  -u r  L a-c uwu uJ_LrsD wr uf i ! '  rov

sector gets f rom the exterrral  sectcr ,  and that which the internal-

-^^+^,  m. i  a.^o +^ L-.- ' r  ̂  ^ , '^- '  +^ or dun:ps into the external  sector: .DYUUUI 6lVgr VW, tJO ' lur  
uvC! UU,

The exchange is an unequal  one in al1 casos. ' lhe i r le-na' l  sect . r r  gets

Te\^r mr*ar j :  lc  l r r .*  ' r i  I  I  f6r  l :o | ' rmn ' . ' -c*a rrn. i ' rCiq l t  c"oi .s , lCnos- i  ts .raw rr@ uvr!*J v t  uU U Wlf  a VJ J UV UBlr jJ wdD us ! l  uuuu v ' l  r  Jrr  uD t

r rn* nnlrr  - in tho forrn of  rena.tr ia l  ^ , - . ]  nnnf j  io l^ . . '+,  a lSO in the fOfn Olr  lv  u vr  r i .y

prof i ts made by the external  sector ibsel f  (not  only by the internal

sector operat ing in the external  sector) ,  ' rg ives back" investment

from excess capi ta l  out  to earn ar acceptebl .c average prof i t '  i r

nn. lnr  *^ ma* l - .nL 
--- i -  

l lTrr . r  m^ral / l l  in l -ho 1-orm ^f  
. l  

- - -^ i  
f  c * l^-4

vruel  uu FJu u 
-aula 

dgal l . t  I ' rW r i lUl ' -  -  - -  . .  AJ OepJS-L LS Ll laU Can

into f inance capi taJ/ f ixed. capi ta l .  As io labour:

the internal  sector gets cheap labour,  as body drain or as labour

in s iLu (on plantat ions, in free trad-e areas),  and" during the day

of coloniafism the externa] sector was a pface to whj-ch uneilpfoy-

ment could be exported as colonia-L of i icers,  soldiers 'etc.  (nowad-ays

--  anar*o rrnr. .ntecrs^etc^ )  -  And. aS tO research: the internal  sectOrd,> Yi}rs i  u- t  vUfuf f  usslDtsuv. l .  Nt '

benef i ts f rom brain drain,  but  afso f rom cheap research d"one in the
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external  sector and made avai fable through prest igeous journals,

nnnfarpnr-oq oLc nanl-n1 I  ^^ h."  the intef  n3f  ggnl-^r .  - - : r  -^+^ 
t r . 'uurruL wrrcu uJ Ul le r l f  ucl t IJI  t jVu uvr;  ar IU geI,S an

return' t the p-roceeds from sales of  technolory as wel- f  as tne oppor-

' r ' , - - i+ ' ,  +^ f^-+ 
"nd 

orner imenJ: in an exLern:r- l  iecLor less sersi t ivcuulr  L v,y uu UYD u al  Lu c^Ps! !LLrgi l  u l l

to the negaLive consequences. Arrd f ina113,,  there are the products:

the t radi t ional  exchange between semi-processed goods obtained fron

the externaf sector and the processed, goods with considerabfe vafue
( r r  )

added erported. to the external  sector)  '

I t  should now be ment ioned that th is t ;4re of  re lat ion between

internaf and external sectors is an extreme one, and by no means

the nnlrr  nossihle one. The Table is an ef for t  to nive:  more total

image of  bhe exploiLat ion that Look place and st i l f  takes place,

not l imi t ing i t  to the usual  three factors,def in ing the per iphery as

a pface to obtain raw maberials,  as a market for  f in ished goods, and

-  nn acihlrr  -  rq -  ^- ]  -^^ 
+^ o+^.  1 ' l r r t r r  nr  arnn?6..  -  

l  ' .^? ' -  Iprvvlp-r  **  a pr i j "ce LO s uea'  r  -*J )  - . . .y--J a t  very Iow wages

very cheap labour.  Read hor izontal ly the advantage of  bhe relat ion-

ship to the internal  sector becomes very c lear,  for  each factor and

n^- +L..  r - i - - ' l  
- -nr l ' rnr- . .  -o2.r  1,p1-+ic: l lw i+ honrrnes even mOfe Cfeaff  VI  Ui lV i I f l4I  IJrVUuUuot 

rsaq vLluruarf  J f  L vLLJ

r.henthe srlms of the two col-*mns are comparecl . The Western capitalist

oo\a/ t rT.s heve I 'een onrr ,e red ar,d pr '  -*  j  | l  r - ' - i  6-  
'  I  combine a- i  theseyvwsf o rravg uuc, q 

-  
urrr  uLJf  r t5 (

tpn t6]chn- i  o i les ; -+^ ^ - ' ;^1. .1  ̂  ^at tern of  r tharmonj-oustt  econor] ] lc  inte-wgl l  UYUII I I f  \ -1 kgJ r l I  UV a v !4urs !

/ r  c\tu-+j^* 'La^-t  -+ive to th is what seems to be the soviet  at tempt,  to
Llavlvt t .  r ls l@ulvs 

/ f  Z\

obtain long taim suppl ies of  raw mater ia ls at  bargain pr icAd/(cot ton

I'rom the Sudan, cocoa from Ghana) naLural gas from lran, sugar from

Cuba, pig i ron f rom Inci- ia,  u 'heat f rom Canarla and the U$),nutmeg from Gre-

nacr.au)appear irrnocuous as it is diff icult to see that the Soviet Union

in any signi f lcant ' ,vay hls t : ie. l  to reke us+ c ' f  the other nine pcssi-

bi l i t ies.

I  th ink 1,he simptect  way of  l , ry ing to come to gr ips wi th what the
(t  t \

New Internat ional  Economic Ord-er is about. . l3 to say the fol lowing:

i t  is  the Third worfdts ef for t  to internal- ize what to the First  worfd was

ihe exl ,ernal  sector.-his im'ol- ies internal iz ing oosi t ive and external ' : ing

negat ive externaf i t ies,  in other word-s t ry ing to do unto the First  worfd

what the First world did to the Third- world. Ieis means consid.erably more than

h i  qhor nr i  noq



-o-

for  rew mater ia ls,  and is very poor ly understood by those unabfe to

s.\o m.ra :  sner: ts ol  the current wor l  d nrocpss in annnnm' i  c qr--  lom.- or u.r .Le uurrer l  u , .  -  _ ' ' *  r ,*  -J -  . -_,_s

than higher pr ices for  one cornnodi ty:  o i l  .  I t  means using rarv mater ia ls

for their  own purposet,  control  l ing dcposi ts in their  ovm f inanciaf

i  n-4i  1- .  
'  

I  i  
^h- - . lz i  

nc rrqo nf  t l ro- i  
-  

ar . 'n I  
-h^. .  

Fa,r)  ur  uu ur vr lo ,  t t@,-. . r  j j j : l  'a-wu- ,  , . roking ]-4""  of  their

owr) researchers,  and processing to thc f inal  stage as far  as Lney

can come lor their  oun purpoces. I t  dcf in i te ly mearrs a stop to the

use of  themselvec as a drnpin6 Cj"und- for  r^ iaste products,  for  in-

vesLmenLs which would give c lntrof  and majo-c port ions of  prof i ts

t ,o others Lhan bhemselves, to being used as a dumping grouno for

excess labour,  and to be cl ients for  innovat ions rnade by others and

or: i  nea-ni .c."s fnr  errner i  menis r :ondrrct+d hw nthers -  Tt  i  s  ^n- v i  n hhislJ lH!r 'U. |vJvvf j f . 'Lr fv

rnore hol ist ic fashion the revolut ionary character of  the NIEO as

^ 1^ ' i^+^- ' i  ̂ -1 - '^cess can be understood. not bv anv niecemeal approach.Q lr fpuvrru4r v lv _ .  . ,  
-  -  - ,

Ttrus,  even the now cfassical  UNCTAD approach focussing on terms of

t rade between raw nater ia ls/semi-processed- goods from the external

to the internal  secLor and the processed, goods transmit ted f ror l

Lhe internal  to the externaf sector appears very unsat isfactory,
/ .  -  \

even myst i fy ingo relat ive Lo the total i ty cf  bhe process now gorng o^\ t ) i

What now should be discussed is possible Fi lst  and Third

world scena-r ios as a response to th i . -  t rpe : i  p:J i t icel  ?no ecJnsmic

pr"cess. Let us s imply assume that the inner logic of  the excnange

ne l :  i . i  nn -  so f  I  arrrnnl , f  w ernl  o i  i . "  t i  r ra .  hptu 'oon +he internal  ard ex-ab!urr  wrJ

ternal sectors is  of  such a k ind that al l  ten aspects referred

to in the Table 2 come into play. Arrd not only that.  I t  1s not

nnlr- :  ^rrpql : i^n of  the Third- wor-r ' i  - j - ; - -  ^^-+-o1 over what was theul l l  v  d u 4gD uf v i  r  f ,u Farf  r l l  L< uvl  r  ur

First  wor ld- ts external  sector.  making i t  their  own internal  sector.

T+r^. '  ' . ' i - l  I  
- l  ^n *rrr  ln :n nno qi  an f l r r r f .her Tha I  nmi 6 

^.c 
tha nqnilJrgJ Waf l  d,rJU L-.)  ! -  o-  *- i_P f  uul lYf  .  L l tc fw6rv wr ul ls uaPf-

r -  r ;^r  - - -^+^- +hev hw rnd 12np"p ^-^ .^^--  +;--  ^tems to d-r ive them to doUd,f l>U D.y)Uurlr  urruJ aLs vyvrJvrrLt  rL

th is:  they may try to external ize what to the First  world is i ts

internaf sector.  Clear ly,  Botswana st i l f  wi l l -  have some steps to go

before i t  is  able to dump radio-act ive waste in the streets of  Par is
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D.'+ rL^ " i rst  Third wor_Lc nn,.r*r--  a, ,*  - r+,hoi lp,h more J,hent4u aqvart ,  u l rs rr f  D u Ll taru wu! lu uvqt.rurJ wqv, dI  L_-*_.o_- - . ._*_

one hurdred years ago (but i t  d- id not rea- i ly  become an economic

actor before th is centurX),  is  afready making use of ' rcheap labourr l

in the Uni lcd States,  g iv ing the negat ive external i t ies (al ienaLed

\^ iork anong them) to the US, keeping posi t ive externaf i t ies sucl  as

spin-of fs f rom reseaTchr, ,  exper ience in how to manipuiate US peoole
( r r )

for  themselveAl" fhere wi l l  be much more of  th is in the years to

come:reversed body-drain and brain-drain,  crpi ta l  being ci-eposi ted

in the Third worfd,  patents start ing f lowing against  the stream or

what so far  has been the strearn,  and so on. Needlcss to say tne

First  wor ld react ionto al l  of  th is wi l l -  be to put up econonic fences,

^- i . . - r+- i - -+^r- .  +L;^ -^-- '1 ^- . r  *^ a div is ion of  the wor ld into twodI lU U! UIIL@ UgIJ UI TID TI4J !gAU UV

separate capi ta l is t  economies: the First  vror ld and the Third wor ld;

obviously wi th sub-div is ions in each of  them, and social ist  is l -and-s.

Jf  something l ikc th is should- happen whrt  woald then happen t :

the internal  d iv is j -on in the First  wor ld? -  and to the internal  d i -

v is ion in the Third worfd? Since we assulne that the economies forrn

a system one cannot remove or in a s igni f rcant way change one part

of  thc system and the way i t  re late:  :c b]-e other pa-b wi thout or in-

ging about changes insid.e those two parts. ' I ' ]^ris j-s not a mechanical

coupl ing between two rai f road cars thaL look pret ty much the same

21 f  l . r r r  thev ha.ve heen dcr:n.rnl  ed f rnm e:r :h nthert  i t  is  more l ike the

arrqni  n narrnl  i  n, .  ha- i .waan i . r^ in nrr^tq n i -  tho l rnd rr  C)r  r r  f  han i  + - iu-L 'Eal l lu uuu!-Lr j r8 - , - . . - - , .  - . .J rw- vp vr  .  vL' ,  raujrej ' ,  _Lr,  _Ls

sontething in*eLween,for we ere obviously not lmply ing th,at  to lh parts

wi] I  d ie 1f  they are detached fron eacfr  other.  Al l  we are sayingis that

internal re lat ions w- i l l  change and eve' ]  dran-t lcal lyrand thc

quest ion is what impact that might l rave on tr-e parbr.

Let us start  with the First  world.  Obviousl-y i t  wi l l -  do

i ts very best to exploi t  the externaf sector in the Third world as

far as i t  can, seeking into new and even remote corners of their

economy, in other words making use of uneven development in ord-er to

iTrnmnte i ts nnnt in i r : l i ' ion:  even e--^.^^ i^-  / .^ i  t  a lso take forPru-rru ug a uD vvf l  9! f ru4 ulvtrr  u v urr  u^ldf lDlvr f , .  Gr lu I
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gfanted that the external sector wir;.fi i_n the First world nation
states may be in for a tougher tine : the peripheries, the working
classes. The more democrat ic the country,  the better carr negat ive ex-
ternal i t ies be counteracted" through protests.  But maybe democracv depended
a world Periphery externaf sector?

let us start  with the publ ic sector which in a typical  oECD
country woul-d have a (state) budget looking something r ike this:

Table J.  First  world publ, ic sector budget:  an image

PUSLIC SEcToR

fn
"--r

I
!
I**t
I
I
I

Out
_. Customs dut ies
"  Tarroq \ /Arf  n*-

,  v^) ,  gLU.

- Taxes, ind.ividual
-  Taxcq nA?n^T^+^

)  vvLPvLa ve

Ad-ministration
Externaf secr;rity
Internal security
Educat ion: researchr cufture
welfare,  heal th,  etc.
Transportat ion pTT
Tnd,stry and commerce
Agricul tr-rre,  f  orestry,  f ishing
-,bs-dres,  enterpr ises
Tr" l t t  af fai . rs ,  f  creign aid
Interest  :n lat i  cnal  debt

Tncome, state enterpr.

r  have div idedrevenues in the publ ic sector in cutom.s dut ies,
three tJrpes of taxes (on goods and servicesl ind-ividual income an1
fortune tax pnd corporate income and fortune tax) and * if possibre _

inccme from sta. te enterpr- ises.  Expendi tures have been div ided. into
administration proper, exterrral security rneaning roughly the mili_tary
erpenses, internal  secur i ty meaning roughly the pol ice erpenses, then in_

div idual  and publ ic l -evel  infrastruc- lareoincl  .  subsi_d- ies to enter_
pr ises (neaning the def ic i t  of  state enterpr ises and subsidies proper
given to rrpr ivatet '  enterpr ises that for  one reason or another have
access to publ ic funds).  ot t rer  sub-div is icns might be possibt"(r7)

Remembering how important the Third_ world has been as
ternal  sector and thereby in the First  wor l i  economy r t  is
cul t  to see that,  in general ,  corporat ions operat ing on and
Third world from the tr ' irst worrd wil l- not in general suffer

' i  n *L^

:  docl  ino
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n^- ' . j  - -  +L-r  r -L^ n, .hr  i  n f  ^^+^? , , i l }  get  Iess o_f ibs revenue from[ rsar]rrL6 urr4 u ul  rg yuurru oYU uua * 

/_ 
^ 

\

corporabe taxes.Q, iven the Laffe" 
" . r i *S/(rather 

t r iv ia l ,  actual ly l  )

that situat"iqn wil l hardly improve with higher taxes, and_ the same

may apply to revenue from individ.ual taxation as this to some ex-

tent wi l l  be l inked to corporate income. A d.ecl ine in the t rade with

the Thir:d world may be compensated for in trade r,rith the First world,,

but then there are so many customs urrions and most favoured nation

clauses that i t  is  d i f f icuf t  to see how in the short  run

customs dut ies lost  re le i t ive to the Third wor ld can be compensated

for by increases in dut ies on First  wor ld products.

Tf  th is is correct ,  then the publ ic secto:-  
^r i1 l  

probably put

up the taxes on internal-  goods and services wi th low elast ic i t ies

such as the perer in ia l  gasol ine,  a lcohol  and tobacco, possibly also

on such products as sal t  and" sugarr  gas, electr ic i ty and water,  PTT,

trains and so on. There might afso be a tend-ency -co nat ional ize

corporat ions that y ie ld easy prof i t r - ,eg.  energy c)rporat ions,  and to

engage into such act iv i t ies as fot tery,  bet t ing,  games of  var ious

kinds.

What then about 'Lhe expendi ture s ide? I f  we assulne that most

ad.ministration by and large remains constant (in other words that

the cuts wi l f  not  rno' 'e than compensate lor  -Lnf lat ion and r is ing

costs) t t ren i t  might be a choice between the hard and th-^ sof t  sec-

+^*^4 +1^^ - '1 r 'c  secto-r :  belvtee'  t l -* '  n i l i l l rv 'n l  1no nnl  jca - , ruv,JUr u,rs yuur l !  Dvuuur.  uqLyrrq ._ ___--_. /  ._1u Urfc puf lL )1.

one side ,  and educat ion,  re:  ea-r ic1, ,  c . , f  tur 'e ano- the va r ious t ; ,pes - , f

wel fare ( 'nemplo,yment,  s ickne:s and ol  C-ag,:  benel i ts)  on t l re other.

Regimes supported by rea111. pop r lar  part , ies,and with the mi l i lary

and the pcl ice wel l  u lder control  ,might be able to reduce the ha, ld.

and even increase the soft  sectors,  but  such regimes are rare.

Olf icers are better at  locir l  protests and. lcbbying, among other

reasons becaLuse they can put real  threat behind- their  words,  than

roi , ' i  red nonnl  e rutrs i  st ins on nensions wi th decrea.sing ef  [ect ' i  wr- .
"* l ,Lb! ! l

buying power.  A possible conclusion: a s1ow, to start  wi th but then

increasingly rapid, larewel l  to the wef lare state; part icular ly
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h^-.r . -^ +ho o. .o-*  n. , i - -  aa^nnmi.  .nr ]  nnl  i f  i  n-  l  n1- ' -nmacUYU4U-Y Urrs sVsrru- 4uuvr l ryar iJf  r l t  svwlrurruv arfu I rurr  u ludr ul iaI IScD

I  i l la l  1r  an n.rc ^r^h.h- l - -  1. , i1f  be o[  a k ind thu.t  wi l l  seekr -J|rJ

to just i fy an increase rather than a decrease of the external and
f r  q)

internal  secur i t .y machiner ies .  \ - / ' t

The assurnption behind aLl of this is that the publi-c budget

real ly is vulnerabfe to chr.nger in the relat ionship between the

-oxternal and. internaf sectors. l {ow val id that assumption is shou}d

be the subject  of  ser ious ?esearch. The impress- ion so far is

that when OtrCD countries engage in studies of the economies of

their  own countr iesrthen standard First  world arrogance expresses

itsel f  in a cert :" in urwi l - l ingness to explore the ful l  impl icat ions

r r  1-  tho nnqqi  h ' i  1 i  1- . r  fh.  *  { l^a lo I  o Tp2 \r  r lnu/  l to ure oci  ne tha . ln-vf  ur f  s yUDDI urr l  uJ ul l+ u ul  rc uals rr-uJ f -vvr vu vr46e>rt l6 ur ls uw6 t  a

possibi l i ty  not very pieas:rnt  for  the doq to contemplate.  lhe dog

prefers to wag i tsel f  ,  meaning that,  rvhen there ar,  problem; bhe

dog wi l l  prefer to see Lhe probl  t rm, '  as l .  ing : f  i  r :  )wn crea L:  on,

due to the internal  contra.dic i ions in the interrraf  sector,  regard-

less of  what happens inror rel-at ive tor the external  sector.  There

certainly are such internal  contradict ions,  na"ny of  then related

bo Lhc informat jon and data processing rcvolut ion leading to higrer '
' ' I  

orral  q nf  nnndrrnl- i r r i  t -z r . ,h ' i  ch wi  th nnn-e:cnrnd i r ' rv ar nnlrr  q l  r rsgl ' i . rh ' l  r r
} , lvuuuU!vfUJ'W!Ul l ] lv lLL] ! }JO]pf4bl l t ! ' ILJ

exn:rndin.cn n:rkeis wi l l  have to lead to ei ther ul temnl olnrer 1,  , r  d^-' -^ ' " i i r* '
creases in worki-ng hours ( in other words leisur: ism), rr  bct\ ; : /But

that there a1so are internal problems is insuff ic ient comfort  ,^ 'hen

tho oytorn: l  nrnhl  Fmq rA, l l r r  ctr- t_ l r . i  t ino
yr vr !e_r_U !ru--J L vJI  U

Let us then try to l -ook ' r - t  srne olher possl  b i l i t ies.  Tf

the formal sector,  both publ ic and pr ivate,  i i  squeezed due to the

wi-chering away of the externaf sector then one obvious response

for the two i-n combination would be to encroach upon the informaf

sector.  The publ ic sector could 1et the pr ivate sector do the

in l .  l  im' i  + jnm i  F-^ l  { -  *n {^- in+ l -ha nr i r r r lo qonf nr oq tha nrnf i  J-c
JUUr I I r l [  U! I f5 f  UD(: I t  UV U4irr l6 Uirs y! !v@uL osWUU! 4o Ul ls }JLVLr UD

^+--+ ^^- i - -  i -  ^- : . -L^+ 
+r.-^ -- ivate sector would do would be toD Ud, l  L Uul tu l fb l f f  .  rutU Wri4 U Ur rV yr

penctrate into al l  local  economies making them non-compet i t ivc,
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penetrate wi th goods and services into al l  k inds of  locaf barter

deals and into al l  k inds of  product ion for  sel f -consumption,

inc-Luding scooping up al l  the f ish in fhe creeks, the b-Lueberr ies

in the forests or whatever might be st i l l  avai lable in the First

rrrorfd nature in order to deepfreeze them and faunch then into

p rr .  I  e i  rera. ted annnnmi o o-raf  
^ ' . , i - th iCe-bOXeS C LOSe tO the COn-a !e! ! !ov

sr lmorls dinin.c" t :h le-  Tlre nirbl  i r :  ser: t ,or  m' icnhi  :n i . ' i r ro l r r  haln tho

nr i  r r :  fc scc l ,n.  here I  eoi  s ' l  a i . i  ns" n.saj  nsi  nror l  rc l ion for  sej_f-

consumntion :nd barter economies bv makinrr  hencf i ts not accounted-vvrrv\ ,Lrv !  !4!+:rb-  (  ct \
.  

-  
\ - ' l ,

for  taxabld,  thereby discour:)ging people suf f ic ient ly to dr ive

them into the arms of  the pr ' i -vate sector.  l low r^rel f  th i :  cooperat ion

belween publ ic and pr ivate sector can be carr ied out depends on

the levc]  of  inbegraLion in Lhe general  !C.- t r iangle.  Tlre reruf t :
(  p>\

coLonLzat ion of  the informaf sectol-aB a l ikely consc.uence of

the New International Economic Order in First -r,ro::1d colrrl+"ries.

I f  we now assrune that the pucl ic sector recedes into the

background, wai t ing for  the pr ivale sector to do i ts job,bhen

the real  bat t le f ror t  for  the l l8Os, as a resul t  of  the MEO,

in the First  wor ld countr ies,  is  "blu-e-rer l "  or  even "brovtr t"

rr-^^hrr  I  r  herrnmcs ,a nrrest ' i  On Of tO what eXtent the toCalVD. 6IYglL .  rU UgVvl l lso A qqsoUa

and the sel- f -suf f ic ient  vr i l l -  stand up against  corporate interests.

The tact ics and the strategies of  these a.ctors wi l l  have to be

und.erstood i f  one wants to rurderstand futur:e pof i t ics in these
( 27)

countr ies. '  - - '

But what then about the Third world couritr ' ies, what kind

of development is l ikely there? Surpr is i r" ; l ; r  enough, probably

ovrel . l r r  tha q:mo -  l ' r r ;1.  i^r i  i :h own:nd' inr"  r :  lJror th:n nnn*-.n* ' inoq^avur ly 
,  

p '4v

economies. Former colonies wi l l  tend to take over one basic

pattern f rom the colonial  per iod:  the pr imacy of  bureaueracy.
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The public sector wilr then probably be strengtrrened further

through i ts role in the NrEO process, for  instance i f  i t  is  caf led
upon to nationalize rerocated industries through military/pol.ice

act ion.  But even i f  th is is not the case,the magnitude of  the
economic enterpr ises being developed is of  such a k ind that only
the publ ic sector wi l l  have suff ic ient  control  and in many cases
also sufficient nanpower of some kind or another to handre the
opportuni t ies.  The organ:zat ion most l ikely to be cal fed into act ion
here would be the mi l i tary:  i t  is  organized l ike a corporat ion,

i t  is  c lear ly vert icar,  i t  has div is ion of  labour and order ly
chains of command-, it views its rofe in the worfd as that of an
aggressive enterpr ise out to, f : . -ght  the enemy ( t t re compet i tor) ;  i t
is engaged, in zero sum games\Z{)h is a perfect nod-ef of fornal economy

But th is pr ib l ic  sector d_i f fers f rom the cne in the First
wor ld by gett ing erpand"ing bud,gets wi th in which tc operate.  Taxesr

dut ies and income from state enterpr ises vr i11 probably al l  increase,
making i t  possible to increase the administrat ion,  to strengthen

the mi l i tary and the pol ice,  and to estabf ish smal l  or  b ig nuclei
to support  the internaf sector.  I t  is  then assumed that the interna]
sector wi l l  only be a part  of  the economy, that  nost of  the coi .mtry
wi l l  s t i l l  be an external  sector used by the internal  sector ve'y
much l i -ke the west made use of  the rest  of  the worfd.  The border.
l ine wi l l  not  qui te coincide with the demarcat ion r ine between

ci t ies/ towns and the countrysi-de but r^r i l l  be c losely related to that
l ine.  And on the other s ide of  that  l ine is precisely what is here
cal fed the infornal  sector,  which wi l l  then cont inue to be used as
an external  sector,  but  now by i ts own people,  no l0nger by the west.
In other word-s:  internal  colonizat ion In so doing the Third world

countr ies wi l l  have models t r  look at :  the histor ies of  the First

world countries in this century, and they wil l probably to a large

extent fo l fow in the footsteps. some high measure of  arrogance and
sel f -conf idence wif l  be need.ed to do this as the First  wor ld

countries may be less than inspiring as examples as the century

d-raws to a cfose.rrr f  their  past  is our present"ra Third wor ld leader
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rnight reasonr"then their  present wi l l_ be our future'r  -  but

at this point the thought "we shal l  do better" might erase any

d. iscomfort .  -A.nd, not bel ieving ful ly in any d.eterminist  image

of huran history,  thab l .eader might be r ight .  But only misht be.

The fikel-ihood is that the Third world countries embarklnE on the

capital ist  path wl l l  retrace First  world ste-os. and sooner or later
ond rrn in l -ho cq, ,_,  -*me quagmare.

To surnmar:_ze, 7et us now look at Table 1 again. The lTer^r

rnternational Economic order deprives the First r,rorl-d of much of

the external  sector.  t r 'hat  are the cpt ions? Obviousl ."g,

( f )  to rega. in the external  sector at  a.  h igher lerrel-  -  and this,  in

our v iew, is what the Brancl t  corunission report  is  about.  precisely

for that  reason i t  is  d-oomed to fa i l .

(2)  coton-ze the infornal  sector -  and whether that  srcr :pe. ls dAn.-r-urfs L Du(JugguJ Lcuc.. . / -

on the refat ive strength of  the brovu.n and the green forces.

Comesnondinglw for the Third r+or ld:

( f )  to raake the First  world an external sqctor, and for that they are
,  /  , \not  (yet)  qui te strong eno"rgl . .

( l \  eql-rr , :ze the informaf sect : r  -  ar l : -ere t i - -e r"roe'r  r r r .es 2n5 - . rot-ar
\ - , /  rEU Lvr -  a-ru --g!E r_tLg 

e!Le-:  -  JL JvL a.-s v ledl . le l_

because they have not been through all the prcblems cf ihe blu-e and

rod nnf innq rrat

fn short ,  -uhe people are to suffer,  to pay for a cr is is not : l

their  naking. we are st i l l  a far distance away from a system that

would nake the whol-e worlci an internal sector , or a set of nrutu-ally
/ rq\

/ i^+-^1^^, t  ^^- t { .  
. .^1 i -*+ ^^^*-- i^^ue uaurLE, Dcr-- te l iant  eC f : l )mies.  

\ -  ' /
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On the structure of the state budqets for some OECD cor-rntries

D

1. A11 budgets are for  L979, some est imated.

For some countr ies,  the gover lxnent receipts and expendi t r" , res l is ted

e"ive onlw t l^ose of  ihe federa. l  o^rr^?nn^h* n-^]  ' .1 ino sta.J- ,e a.nd I  OCalbvvvrr l rurrut

goverrxnent budgets. For example, for the Federal Republic of Germany,

the federal expend-itures in the Table cover only A/6/" of aff goverrunent

ovnan|- i  l - r r raq Edrrn: f  i  nn nnl  i  ca ha: l  th 2pl  l6q5i  l -n1- .^^+^ l - i  ^naqr lEAIYj]UI UfIgD .  !eUUA UrWrIt  }Jvf  !vs t  - -cqr ul i  a-ru I f  wDPI UAf b t  W4D LC UI5.vvDor

and other municipaf services are of ten lef t  to focal  governments.

Postal  and telecommunicat ion services,  federal  ra i lways etc.  are of ten

se' l f -s ' lnnor i ' i  nc and have nOt afwar.s heen inr : l  rdpd in government owncn-

d- i tures.

Most cor-mtr ies do not dist inguish between administrat ion costs and

ovnonr l i  f r r req f  ar  ranl  nrn-o'n.qmo (ovnon*.  Arrsf . r - ig )
wLLq,/  .

APPENI]X

T}nrr i  rnrrnpn J,a I  nr .otect ion

^^",*+---  t^"- , i  
-^+^uvul  urJ vqu6s uD .

I tOther exnerdi  t - r res" f : rvr lyvrrsf  v 4.

noqfq q< rdm-i5j  qrno*i  rn
rvvp Up au uu-rr l - - l r  UIA L!Vl I t

construct ion.

wa.s incl i rded togetner wi tn heal th in several"-o

Austria are s-,lbstantial and include such major

r rn l rpy.nrnon i  nen s i  nn -  :  nd rnonFT, I  cnorror.nmon t

4.

q

1.

r

7. The FRC does not dist inguish between individual-  and corporate taxes,

but between taxes on safar ies, and taxes on prof i t  and interesr,  for

both ind- iv idual-s and corporat ions, in the sumlnary ' - 'abl-e avai lable to us.
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X This paper was presenteci  in a dnaFt form at the wonld conFenence
oF the Society For Iy- l ternat ional  Oevelopment,  Colombo, Sni  Lanka,
August 1979 ancj  then discussed at  the GPIn/IUED Economics Study
Group spr ing 1980. I  am part icular ly grateful  to Flonald i lugge,
Antonio Cunha, Dieter Fischer and f io l f  Steppacher For useful  eom-
mentS "

t1]  In t ,h is cycle Natune gives nature inputs to Fnoduct ion and
Consumption and recei . . . /es,  t r in returnt t ,  product ion I industr ia l ]  waste
From the Formen and consumption Ihousehold]  waste From the lat ter ,
Product ion gives products Igoods,/ i . :ads and services/disservices]  to
Consumption, and receives in r 'eturn the other twc: inputsl  la l - : ror  and
capi ta l  ,  both concei .ved of  broadly.  Evident l"y Naturne is the loser,
heing deplets and pol luted in th is prcrce=s. For more on this,  see
Johan Galtung, Development,  Environment and Techr lofogy, UNCTAD,
Geneva, 1979, c l ' rapter 1.

t2]  See Johan Galtung, "A StnuctuRal Theory of ,  Imperial ismrt ,
Essays in Peace i lesearch, VoJ-.  I f I ,  I j lers,  Copenhagen, 1990,
pp. 437*48lr  part icular ly p.  447, or The True Worldso The Free Fress,
New York,  198O, p.  116. Ti- : , - is ,  f  use the r : is t r ibut ion oF posi i ive
and negat ive spin-of fs f rom the total  product ion ancj  c i is t r ibut ion
and consumption pnocess as the key cr i ter ion in the internal  /  exter-
nal  d ist inct isn,  not  the more spuerFic ia l  tenms-of- t rade approach.
Thene ane actual ly three internal /external-  cuts inter locking with
each other in an i .mperial  is t ic  system: the Centen/ster iphery dist inc-
t ion between Iregions cf  ]  :nuntr ies,  the center, /per ipheny ci ist inct ion
inside the Center countny administened by the center in the Center,
and the senter/penipheny dist inct ion inside the Per ipher. , '  countny,
administened by the centen in the Fenipheny. Obviously,  the stronsl-
er the col lusion between the cC and the cFr t ,he heavier the total
i :urden on the pP -  and pant:gular ly the women, young and old.

t3]  See Johan Galtung, rrThe r l lue and the Fted; the Sreen and the
i : ]nown: A l lu ide to l '4ovements and Cc:untermovements ' r ,  GPID Paperso
IUED, 6eneva, 1981. The green/ inFonmal is also by some referred to
as t rThe Quaternany Sector"  [see paper d.  lh that  t i t le L]y Yona
Friedman, GF IO ' r red senies' t ,  No. 18].

t4]  See the pneceding Footnote.  The cj ist inct ion actual ly l " ; ,* i  i .=
cjr :wn to the fo l lowing: the blue o| .  pr ivate sector is nun by
pnivate,  conporate capl ta l ;  the red or publ ic sector is nun by
the state buneaucracy and the cj reen or inFormal sector by people
themselves.

t5]  This is spel t  out  in more detai l  in Johan Galtung, "Global
Soals,  Gloirs l  Processes and the Prospects For Human and Social
Devefopmentr t ,  GFID Papers,  Geneva, 1979.

t  6]  5ee Tmmanuel l r {aI  lerstein,

17) The quest ion,  of  course, is whether the inFormal sector is
able ta do that,  part i .cular ly i f  so much oF j - ts human and socj"al
resoLlrces are taken over by the Forma] sector,  ineluding a numher
oF classical  repnoduct ion Funct ions -  such as ! f f r  educat ion in
the bnoad sense, secur i ty.  Hence, i t  may veryr,rel l  be that we are
actual ly wi tnessing a subtfe ehange hene with reproduct ion Func-
t ions qnadual ly L:eing tnansferned to the fonmal sector and the in*
f  onmal secton struggl ing to get more,cpntrol  over pnoduct ion!

t:
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tE]  This resistance is certeinly not stranoe: i t  is  the last  bor-
der,  the ul t imate redoubt.  l t  is  a lso a border l ine between male
power and female powerr and i t  is  not  obvious that women wi l l  gain
Jn.power by Forrnal iz ing the inf  ormal sector Imonet iz ing women's many
nolesr Faying fon informal sector product ion,  a lso in home and fam*
i Iy] ,  thereby bninginq mclre oF the inFormal sector under formal sec-
tor control  [eg:  throuch added value ancj  income taxat ionJ,  a sec: tor
Iargely control led by men.

t9]  Fon some views of  NIEII  against  the background oF OIEO, see
Johan E6l tung r  SeIf  -Flel  iance and Global  Interdependence, C IDA o Ot-
tawa, 1977.

t  1O ]  i lne might also have includec ' torqanizat ionn amonsl  tFre produc*
t ion f  actors,  but  j - t  wovlc nct t  acjc i  much to t f re analysis.

[  1{ ]  This type oF ana}ysis spel ls out the product ion prt lcess more
than is c ione in t rA Stnuctural  Theony oF Impenial ism" -  a lso see
the fol low-up paper,  ""A Stnuctural  Theory oF Imperial ismt '  Ten
Years Late| . r t ,  Journal of Internat iotgl_€sqdjs=, 1981 ,  pp.
The distniL:ut ion l  ink and a]1 the "  invis ib- l "esrt  connected wit l - r  i t
should,  l - rowever ,  a l  so be dnawn intc r-he l :  ic  ture.

t  1e]  Essent ia l ly  th is is what the annual  economic summits among the
leaci  ing indurstr ia- l -  countRies is ahout, ,  r !har-monytt  oeing the most Fre-
quentLy used wond in the First  oF their-  declarat icns,  Frcm Flambnui l -
Iet  1975. The . l randt comrnission repoFt can al ,so be seen in that
I  ight ,  see Johan G6l tung, " [J l  d ' rJ ine in l id 3ott les wi th New Lal" :e ls;
A Cnit ique oF the Jnnadt i lommission Rpport i l ,  to be publ ished by the
Fr iedr ich Ebert  3: iFtung r  r - lonn, 1981 .

t  t :1 This pant icular f  ie lc ' l  seems st i l l  to be wait ing For some gr:od
research eFfort  that  could help the wor ld understand Setter the in-
ner and outer workings oF the Soviet  econclmy.

I ta3 A very poor polnt  of  Ceparture For understandinq the NICO
are the resolut ions of  ther Sixth and Seventh *qpecj-al  Sessions oF
the UN Deneral  Assembly in 1974 and '1975 -  NIE: l : l  should t .e seen in
a mclre Ion: l  tenm, histor ical  perspect ive.

t tSl  UNCTAn can r :e said to v ive at tent ion to the orher aspects too,
but what is missing is an overal l ,  integrated view of  the process.

[16] This ma;z chanele wi th changing cur-Fency rates,  though -  one
reason why tJ l  -Labour was cheap in 1579/AA was that the US dcl l lar
was cheap. ?ut what wi l l  hardly change is the ai : i l i ty  of  the Japa-
t-rese to play the capi ta l is t  Game at 6east as wel l  as was Cone t--y the
West.The most longlast inq example mLlst  be the US Iand Western in

-Jenerel ]  ef  Fe: '^ t  to rnake Japan import ,  more I t t I  iL,eral izat iont t ]  and
export  less ["exercise restraint ' t ]  -  two c]ear ly contracj ictory de-
mands. Japan seems to have been .balancing with considerabie ta lent
here,  pr-omising a l i t t le,  g iv ing very i - i t t le *  and export ing more
and more.

i  17]  This part icular subdiv is ion was tested out oR the state budgets
crf  ten IECD countr ies and found to work,  to some extent.  The read*
er wi l l  F inci  the break-downs in nelai ' ive terms, Fon neceipts and
expendi tures For moderately compara!: Ie categonies in the Appendix.
f  am part icular ly qrateFul  to Dieter Fischer for  h is help and advice
in th is connect ion.  I t  shauld only be h:orn in mind t ,hat  the whole
icea oF studying the economy as i f  a cc:Lrntry were isolated, wi th no
sxternal  sectcrr ,  is  ver 'y i 'n is leacinc-. .  The etudy of  the ecc:nornic sys-
tem shouid be thL'  sub ject  matten of  econom i-cs n not of  abstract  ent i -
t ies r : j * f inec bY administrat ive r^r : Ies *  and this i rnpl- ies explorat ion
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oF the ef fects of  the economic cvcles wherever thev take us.

[14] The LafFer curve Inamed eFter i ts t r inventorrr ,  the Universi ty
of  Southern Cal iFornia economist  Arthug LaFfer]  has taxat ion level
I rg in % of income] as onE var iabl-e and revenue to the eovennment
€s the other.  Obviously,  wi th O% ancj  1AD% tax leveis the revenue
wi l l  be ze?o [or at  . ] ,e6st  very low in the lat ter  case];  the hypothe-
sis is that  the curve is bel l -shaped between these two points.

There is a maximumu a tax level  at  which the l r :vernment wi l l  get
maximum revenue. I t  is  harC to disa. l ree wi th th is -  the c i isegree-
ment would rather be wi*.h the locat: .on of  that  point  or  ranee; [neo*]
conser^vat ives putt ing i t  lower- than l  iberals and social ists.  Probaf ' -
ly  nei ther party has much tcr  oFFer in terms oF theory or evidence
because oF al l  the other f  actors that  enter into the picture.  In
the Reagan exper iment inter 'nat ional  to l"  i t : 'cs is prpbably a key var i -
ar le:  the stnonger,  more mi l i tanist ic the pol icy,  * . | r€ stronger t f re
dol lar  seems to i le -  whether that  is  good Fa the economy or no*. .
For sclme crF ihe th inking behind new, neo-consenvat ive economics,
see Jude Wanniskiso The l r l  ay the World Works,  How Economics Fai l  *

and Succeed, i : )asrc Books, New York,  1978 and Flose and Peterg.
C an 6overnments Go i .Jankrupt,  ; lasic , - looks,  New Ycrk ,  '1978,

t t9 i  Since this was wri t ten such pol ic ies are now pursued by a
number oF countr ies -  most important among them being the United
States and the United Kingdom. As a typical  example might serve
the Tor-y gsvernment bucgr=t proposal  March 193O, ass neported in
The Times, Mar-ch ?7 ,  1980: "h"ducat ion:  9% cut in spencing over
5 yearst t  ,  t rPr isclns:  Four new jai ls to be starteat!  ;  p.  ?.  t t  - - the
number of  teachers in Br i ta in should Fal l  1978-79 to 1983*83
a dnop oF 67.OOCI or 12_.7%te, "-- the increase in the number oF pol ice
oFFicers is est imated at  8.286 av 19A4 --" .

is  the argument.  of  the papec wri t ten in 1975, ment ioned
I above. For a eulogy of  the computer revolrJt ion,  see
Evansn The Mi s-!:_tv YAqr_q, Loncjon, $o1trancz, 1979.

ie1]  This wi l l  probanly soon oecoiTle e major poi i t ical  bat t leFnont.
l 'Jhat tc l  the populat ion may i re green eccnomy, s€lF*heIp,  sel f - re l ian-
c€r using an abundant natLrre I  in the Nonwegian case] as a common,
is for  the authoni t ies a black economyr €f t  eFFort  to wi thdnew eco*
nomic act iv i ty From the Formal sector,  meaning accoutntabi l i ty  ancj
taxat ion.  No doubt t :here is also a h: lack economy, and to Craw the
border l ine between the o.Lack and the creen is as important as i t
may be diFFicul t .  What is ohvious is that  the forma-l  sect ,or ,  the
publ  ic /pr ivate col lusion, wi l l  t ry to errcr{-rach cln the inFormal sec-
tc ln to increase contrc l l  and nev*nue, and that the inforrnal  sector
wi i l  t ry to cheat cn the formal sector.  Hr:w this :at t le wi l l  uJ-t i -
mately shape up is not scr easi ly -eeen today.

tee] The expression, I  th ink,  stems from Ivan I lL ichu in his

talk to the wor ld conFerence of  the Society for  Internat ionai"  Devel*
oPment,  5r i  Lankao August '1979.

tZ:1 This is explored a I i t t le bi t  in Galtungn Poleszynski ,  f ;ud
er ' rq ,  Nonge i  1980 -5rene, 3y ldendal  ,  Osl  o,  1980.

{aa1 This is elaborated in Johan ' ia l tung, t tMi l  i tary Format ion and
Soc ia l  Fonmati  sns:  A Structunal  Analysis l t  ,  GP IU Papers,  Gerreva
1981 ,  aLso Chair  j .n Conf l  ic t  and Feace Flesearch, UFriversi ty e;F Oslo,
Papers No. 66.

t  ea I  This
in footnote
Christopher

I  e5]  For t l - re logic oF se. l ,F-rel  iance as an
Galtungn O'3r ien,  Pneiswerk,  SeIf-Rel iancet
London. 194O.

econom ic system, see
f3ougl  e-Ouverture,


